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To  Our  Readers. 


VI7ITH  the  present  issue,  which  commences 

the  34th  Volume  of  The  Accountant,  v^e 

propose  to  adopt  a  more  detailed  dassification 
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of  our  "  Law  Reports,"  which  will,  we  venture 
to  think,  be  found  a  convenience  to  our  readers. 
Hitherto  only  four  special  groups  have  been 
provided,  dealing  respectively  with  Accountancy 
and  Auditing,  Administrations,  Bankruptcies 
and  Insolvencies,  and  Company  Law,  leaving 
all  decisions  not  coming  under  one  or  the  other 
of  these  headings  to  be  lumped  together  under 
the  general  heading  of  Miscellaneous.  We  now 
propose  to  provide  additional  headings  for 
Partnerships,  Receiverships,  and  Income-Tax, 
all  of  which  are  subjects  of  especial  interest 
to  our  readers,  and  are  capable  of  being  so 
distinguished  without  fear  of  confusion  through 
overlapping.  In  our  "  Current  Law  '*  column 
the  same  classification  will,  of  course,  be 
observed  henceforward. 

We  should  like  to  take  this  opportunity  of 
asking  more  of  our  subscribers  to  keep  us 
systematically  informed  of  all  matters  of  general 
interest  that  come  within  their  experience.  It 
frequently  happens  that  such  matters,  although 
important  to  accountants,  receive  but  scant 
attention  in  the  columns  of  the  general  press, 
or  are  sometimes  even  ignored  altogether,  and 
we  are  thus  often  dependent  upon  the  goodwill 
of  our  subscribers  for  information  of  value  to 
our  readers.  In  particular,  we  should  always 
esteem  it  a  favour  if  our  attention  is  drawn  to 
legal  decisions  of  interest,  and  also  for  short 
notes  of  unreported  cases  which  raise  or  settle 
any  principle  likely  to  prove  of  general  applica- 
tion. The  published  accounts  of  well-known 
undertakings,  or  accounts  exhibiting  any  curious 
or  special  feature,  will  also  be  greatly  appreciated, 
and  will  in  all  cases  be  returned  to  the  sender 
if  a  request  to  that  effect  be  marked  on  the 
documents  themselves. 


An  Accountant's  Libel  Action. 


T  N  our  Law  Reports  this  week  will  be  found 
an  account,  reproduced  from  the  Birming- 
ham Daily  Post,  of  the  case  of  Moore  v.  Jackson, 
Braithwaite  &  Co.,  which  was  tried  before  Mr. 
Justice  Kennedy  at  the  Birmingham  Assizes 
on  the  19th  and  20th  ult. 

The  facts  are  fully  reported  in  the  account 
that  we  reproduce,  and  it  is,  therefore,  unneces- 
sary for  us  to  repeat  them  in  detail  in  the 
present  article.  Shortly  stated,  the  defendant 
appears  to  have  felt  aggrieved  at  a  report 
issued  by  the  plaintiff  to  a  trade  inquiry 
through  the  medium  of  the  Timber  Trades 
Association  Inquiry  Agency  at  Hull,  and  tc 
have  formed  a  conclusion  as  to  the  plaintiffs 
connection  with  the  firm  into  whose  standing 
inquiry  was  being  made  which  was  not  justifiec 
by  the  facts,  and  which  was  a  serious  reflectior 
upon  the  plaintiffs  personal  character  anc 
standing.  The  libel,  however,  appears  to  hav* 
had  but  a  limited  circulation,  in  that  it  wa 
comprised  in  a  letter  addressed  by  the  defen 
dant  to  the  trader  in  question,  one  Lynex,  an 
so  far  as  can  be  gathered  there  was  no  evidenc 
that  the  plaintiff  had  suffered  any  damage  i 
consequence  of  this  communication.  In  th 
result,  therefore,  we  think  that  the  jury 
verdict  for  the  plaintiff  with  a  farthing  damage 
about  meets  the  case,  more  especially  as  i 
fixing  the  damages  at  this  nominal  figure  tlw 
intimated  that  they  did  not  wish  to  deprr 
the  plaintiff  of  his  costs,  and  added  a  rider 
the  effect  that  they  considered  he  had  entire 
cleared  his  character. 

This  finding  would  appear  to   be   quite 
accordance  with  the  facts  of  the  case  ;  but, 
his  Lordship  pointed  out  in  the^ourse  of  1 
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summing  up,  the  plaintiff  does  not  appear  to 
have  duly  appreciated  that  it  was  dangerous 
for  him  as  an  inquiry  agent  to  make  a  report 
on  the  financial  position  of  a  person  whom  he 
was  himself  financing.  It  is  true  that  the 
report  in  question  stated  what  work  the  builder 
was  engaged  upon,  and  went  on  specifically  to 
say,  "  In  these  operations  he  is  being  financed 
by  our  Mr.  Moore";  but,  under  all  the 
circumstances,  it  would  unquestionably  have 
been  safer  for  him  to  merely  state  that  as  he 
was  financing  this  particular  trader  he  did  not 
feel  able  to  report  upon  his  financial  standing 
—leaving  the  agency  for  which  he  acted  to 
pursue  its  inquiries  elsewhere.  Without  seek- 
ing to  cast  the  least  reflection  upon  Mr. 
Moore's  conduct  in  the  matter  from  first  to 
last,  we  cannot  refrain  from  expressing  the 
opinion  that  trade  inquiries  ought  always  to  be 
conducted  by  persons  who  are  not  financially 
interested  in  the  success  of  those  concerning 
whom  inquiry  is  being  made ;  and  if  a  Chartered 
Accountant  undertakes  this  class  of  work  at 
all  it  is,  we  think,  especially  important  that  he 
should  be  most  careful  upon  such  a  point. 
It  is,  we  think,  a  somewhat  open  question 
whether  accountants  ought  to  undertake  such 
work  at  all,  for  naturally  in  many  cases 
they  can  only  state  all  that  they  know  of  a 
particular  party  by  abusing  the  confidence  of 
a  client ;  indeed,  in  practically  all  cases  where 
they  are  really  possessed  of  first-hand  informa- 
tion with  regard  to  the  matter  at  issue,  they 
would  be  precluded  by  every  consideration  of 
professional  honour  from  using  that  information 
for  the  benefit  of  inquirers.  In  consequence 
it  would  always  be  difficult,  and  in  some  cases 
even  impossible,  for  an  accountant  to  satisfac- 
torily combine  the  duties  of  an  inquiry  agent 
with  his  own  legitimate  practice. 


An  Official  Blunder. 


T  AST  week  the  London  Gazette  contained  an 
advertisement  of  a  receiving  order  having 

been  made  against  Mr.  W.  F.  Horner,  M.P., 
of  2  Charles  Street,  Berkeley  Square.  In 
connection  with  this  announcement  Messrs. 
Dyson,  Smith  &  Marchant  have  written  a 
letter  to  the  press  drawing  attention  to  the 
circumstances.  They  state  that  immediately 
upon  the  receiving  order  in  question  being 
made  their  client  appealed  therefrom,  and  that 
pending  such  appeal  a  stay  of  proceedings  was 
granted.  Upon  the  appeal  being  heard  they 
add  that  it  was  dismissed  upon  technical 
grounds,  and  that,  acting  upon  their  client's 
further  instructions,  they  forthwith  applied  to 
the  Registrar  of  the  Bankruptcy  Court — in 
accordance  with  a  suggestion  made  by  the 
Lords  Justices  of  Appeal — for  a  stay  of  pro- 
ceedings upon  the  ground  that  the  debtor  was 
not  insolvent,  but  was  in  a  position  to,  and  was 
prepared  to,  pay  his  creditors  in  full.  Upon 
the  evidence  produced  before  him  on  the  8th 
ult.  the  Registrar  made  an  order  staying  all 
proceedings  until  after  the  22nd  ult.,  and  upon 
that  date  application  was  made  upon  further 
evidence,  when  a  second  order  was  made 
further  staying  the  proceedings.  Notwith- 
standing these  circumstances,  however,  the 
receiving  order  was  gazetted,  and  notice 
thereof  was  advertised  in  the  daily  press. 

If  the  facts  be  as  stated,  there  has  been  a  serious 
blunder  on  the  part  of  officials,  which  can  only 
be  very  inadequately  explained  on  the  assump- 
tion that  the  near  approach  of  the  Christmas 
holidays  may  have  produced  an  oversight  con- 
sequent upon  the  absence  of  some  members  of 
the  regular  staff.  A  notification  appeared  in  the 
Gazette  of  the  29th  ult.  formally^Uhdrawing 
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the  receiving  order,  but  that,  of  course,  does 
not  place  matters  in  their  original  position, 
however  impossible  it  may  be  to  go  further  in 
the  direction  of  repairing  the  damage  done  by 
the  original  blunder. 

The  matter  is,  of  course,  of  especial 
importance  in  Mr.  Horner's  case,  as  the 
Bankruptcy  Acts  provide  certain  important 
disqualifications  in  the  case  of  members  of 
Parliament.  Section  32  of  the  Bankruptcy  Act, 
1883,  provides  that  when  a  debtor  is  adjudged 
bankrupt  he  shall  be  disqualified  from  being 
elected  to  or  sitting  or  voting  in  the  House  of 
Commons  or  any  Committee  thereof;  and  that 
these  disqualifications  are  only  removed  if  and 
when  the  adjudication  of  bankruptcy  against 
him  is  annulled,  or  he  obtains  from  the  Court 
his  discharge  with  a  certificate  to  the  effect  that 
his  bankruptcy  was  caused  by  misfortune  with- 
oat  misconduct  on  his  part.  Section  9  of  the 
Bankruptcy  Act,  1890,  provides,  however,  that 
such  disqualification  shall  not  exceed  a  period 
of  five  years  from  the  date  of  any  discharge 
which  may  have  been,  or  may  hereafter  be 
granted  under  and  by  virtue  of  the  principal 
Act  or  that  Act.  Section  33  of  the  Bankruptcy 
Act,  1883,  provides  that  if  a  member  of  the 
House  of  Commons  is  adjudged  bankrupt,  and 
the  disqualifications  arising  therefrom  under 
that  Act  are  not  removed  within  six  months 
from  the  date  of  the  order,  the  Court  shall, 
immediately  after  the  expiration  of  that  time, 
certify  the  same  to  the  Speaker  of  the  House  of 
Commons,  and  thereupon  the  seat  of  the 
member  shall  be  vacant. 

These  disabilities,  of  course,  only  arise  as 
from  the  date  of  an  order  of  adjudication,  and 
not  from  the  date  of  the  receiving  order,  but  the 
improper  or  premature  announcement  of  a 
receiving  order  is,  for  obvious  reasons,  especially  I 


damaging  in  such  a  case ;  and  we  trust  that  the 
circumstances  which  gave  rise  to  the  blunder  in 
this  instance  will  be  fully  inquired  into  and 
satisfactorily  explained. 


Municipal  Accounts. 


T*HE  announcement  made  by  Mr.  John 
Burns,  the  recently  appointed  President 
of  the  Local  Government  Board,  to  his  con- 
stituents on  the  27th  ult.  with  regard  to  the 
accounts  of  local  authorities,  will  undoubtedly 
be  welcomed  by  all  who  take  any  genuine 
interest  in  the  welfare  of  these  bodies.  We  do 
not  refer,  of  course,  to  his  statement  that 
private  enterprise  would  receive  fair  and  just 
treatment  from  him,  and  that  municipal 
activity  would  be  similarly  treated,  for  just 
such  words  as  these  would,  of  course,  be  used 
by  the  most  ardent  monopolist  and  also  by 
the  most  progressive  advocate  of  municipalism 
if  similarly  situated.  The  words  to  which  we 
now  direct  attention  have  a  greater  value 
because  they  are  far  more  definite,  and  more- 
over point,  as  it  seems  to  us,  to  a  matter  which 
is  at  bottom  far  more  intrinsically  important. 
We  have  it  on  the  authority  of  the  President 
of  the  Local  Government  Board  that  he  has 
already  drawn  up  a  reference  and  is  now 
appointing  a  Committee,  so  that  ratepayers  and 
taxpayers  may  "  have  their  accounts  presented, 
"  prepared,  and  disclosed  in  such  a  way  that  he 
"  who  runs  may  read,  and  he  who  owns  may 
"  enjoy  that  information  based  upon  knowledge, 
"  now  not  always  as  well  revealed  as  it  should 
"  be."  He  has  done  what  his  predecessor  in 
office  declined  to  do — namely,  has  acted  upon 
the  recommendation  of  the  Joint  Parliamen- 
tary Committee  on  Municipal  Trading,  which 
recommended    that  Q^gQ^jlj^^)@(^Government 
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Department  should  invite  the  Institute  of  Char- 
tered Accountants,  the  Incorporated  Society  of 
Accountants  and  Auditors,  and  the  Institute  of 
Municipal  Treasurers  and  Accountants  of 
England  and  Wales,  the  Society  of  Accoun- 
tants in  Edinburgh,  and  the  Scottish  Institute 
of  Accountants  in  Glasgow,  to  report  upon 
the  practicability  of  prescribing  a  standard 
form  of  keeping  accounts  for  all  municipal 
or  other  local  authorities. 

It,  of  course,  still  remains  to  be  seen  whether 
the  Committee  nominated  by  Mr.  Burns  will 
be  of  that  practical  character  recommended  by 
the  Joint  Parliamentary  Committee  two  and 
a-half  years  ago,  or  whether  he  will  stultify  his 
reference  by  appointing  merely  a  Departmental 
Committee.  In  the  latter  case,  of  course, 
matters  will  remain  very  much  as  they  now 
are.  The  mere  fact,  however,  that  there  is 
some  little  delay  seems  all  in  favour  of  the 
employment  of  outside  and  expert  assistance 
in  the  matter,  without  which,  of  course,  no 
useful  result  can,  in  the  nature  ot  things, 
be  expected.  There  can  hardly  be  any 
impartial  business  man  who  does  not  agree 
with  the  recommendation  of  the  Joint  Com- 
mittee of  1903  as  to  the  best,  and  indeed  the 
only  possible,  way  of  attempting  to  improve 
the  present  highly  unsatisfactory  position.  It 
is  more  than  likely,  of  course,  that  the  Com- 
mittee now  to  be  appointed  will  include  a 
good  sprinkling  of  officials,  because  the  prece- 
dents are  all  in  favour  of  such  a  course.  So 
long  as  the  expert  element  is  not  swamped 
only  good  could  come  of  such  a  procedure;  and 
it  would  certainly  have  the  advantage  of  making 
it  less  difficult  for  the  department  to  subse- 
quently adopt  such  recommendations  as  might 
be  pot  forward  without  a  loss  of  dignity. 


Another  aspect  of  the  matter  which  we  are 
glad  to  see  clearly  drawn  attention  to  by  Mr. 
Burns  is  one  which  we  have  mentioned  more 
than  once  in  these  columns,  and  which,  we 
regret  to  say,  has  given  rise  to  no  little  offence 
in  certain  quarters.  We  allude  to  the  state- 
ment that  in  some  instances  the  methods 
of  both  keeping  and  stating  the  periodical 
accounts  is  such  as  fail  to  disclose  the 
true  facts.  This,  of  course,  is  a  question 
quite  independent  of  those  political  or 
economic  questions  involved  in  the  discus- 
sion of  the  abstract  desirability  or  undesir- 
ability  of  local  authorities  undertaking 
industrial  enterprises.  It  is  even  independent 
of  the  question  as  to  whether  or  not  ratepayers 
or  investors  have  any  right  to  accounts  show- 
ing the  results  of  municipal  trading  depart- 
ments. No  doubt  many  political  and  many 
economic  arguments  might  be  put  forward  in 
favour  of  the  affirmative  or  the  negative  to  each 
of  these  questions.  The  single  point,  however, 
upon  which  we  have  always  endeavoured — 
albeit  not  always  successfully — to  concentrate 
attention  is,  that  when  accounts  are  published 
a  duty  is  laid  upon  all  those  responsible  for 
their  publication  to  use  their  best  endeavours 
to  secure  that  those  accounts  shall  be  a  full 
and  fair  statement  of  the  facts  so  far  as  the 
facts  are  known,  and  a  reasonable  estimate 
with  regard  to  all  those  matters  which  are 
questions  of  opinion  rather  than  fact. 

That  this  may  be    accomplished  the  best 

expert  assistance  should  be  secured.     Whether 

it   will  ever    be    possible    to   design    a  form 

of    accounts    so    simple    that     the    average 

ratepayer  or  taxpayer  can  understand  all  its 

ramifications  at  a  glance  may  well  be  doubted. 

Most  persons  in  these  days  realise^  that  before 
Digitized  by  V::jOOQIC 
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they  can  expect  to  derive  any  intelligible 
information  from  printed  or  written  matter 
they  must  first  learn  to  read,  and  must  not 
blame  the  document  for  any  disability  of  their 
own.  Many  accounts  are,  no  doubt,  unneces- 
sarily complicated,  and  there  are  at  least 
grounds  for  suggesting  that  in  some  cases 
they  have  been  deliberately  complicated  with 
the  intention  of  rendering  them  unintelligible. 
But,  for  all  that,  some  knowledge  of  accounts 
is  necessary  to  enable  anyone  to  intelligently 
criticise  any  statement,  no  matter  how  clearly 
it  may  have  been  framed.  We  think,  however, 
that  even  if  at  some  future  time  a  stereo- 
typed form  of  accounts  is  prescribed  which  is 
really  intelligible,  it  is  unlikely  that  the 
majority  of  ratepayers  will  be  able  to  properly 
understand  it  and  intelligently  criticise  it. 
Nevertheless,  a  great  advance  will  have  been 
made,  as  it  will  then  be  practicable  for  com-  I 
petent  critics  to  see  for  the  first  time  how  | 
matters  really  stand. 

The  announcement  of  the  names  of  Mr. 
Burns'  Committee  will  be  anxiously  awaited ;  I 
and  equal  interest  will  attach  to  the  evidence 
heard  and  to  the  subsequent  report,  which,  we 
trust,  will  not  be  delayed  longer  than  the 
requirements  of  the  case  necessitate. 


mccUM  Tlotee* 


Contracti  and     Referring  to  the  recent  paragraph  in 
Hiitake.  these  columns  dealing  with  the  ques- 

tion of  a  broker's  liability  arising  out  of  a  mistake  by 
the  postal  authorities  in  the  transmission  of  a  telegram, 
it  is  interesting  to  note  the  curious  set  of  circumstances 
put  forward  by  Sir  William  Anson  ("  Contracts," 
p.  145)  :— 

•*  A.  writes  to  X.,  a  broker,  an  order  to  buy  certain 
shares—that  is,  he  makes  an  offer  to  buy  shares  import- 
ing a  promise  to  pay  their  market  price.    After  the 


letter  is  written  and  directed  he  receives  intelligence 
which  causes  him  to  change  his  mind,  and  he  takes 
other  letters  to  the  post  leaving  this  on  the  table.  A 
servant  or  a  friend,  seeing  the  letter,  thinks  it  has  been 
forgotten,  and  posts  it.  The  shares  are  bought  just 
before  a  commercial  panic,  and  they  fall  heavily  in 
value.  Is  A.  or  X.  to  lose  by  the  interference  of  A.'s 
friend  or  servant  ?  " 

If  this  situation  ever  occurs  in  reality,  as  it  is  by  no 
means  unlikely  to  do,  there  will  be  fine  harvests  for  the 
lawyers.  Meantime,  perhaps  our  readers  may  care  to 
attempt  the  solution  of  the  problem  for  themselves. 


"Redeemable**     A  recent  issue  of  The  Stock  Exchange 
Stocks.  Gazette    contains    a    long    and    able 

article  on  the  question  of  Corporation  "  Redeemable  " 
Stocks,  occasioned  by  the  action  of  the  Tynemouth 
Corporation,  whose  interpretation  of  the  adjective  has 
given  rise  to  much  criticism.  The  facts  are  reported 
to  be  that  in  1889,  and  again  in  1893,  the  corporation 
issued  3  per  cent,  stock,  the  prospectus  in  each 
instance  declaring  that  the  stock  was  "  redeemable  at 
par  on  January  i  1913/'  and  these  particulars  have 
appeared,  since  a  quotation  was  obtained,  in  the  Stock 
Exchange  Official  List.  A  month  or  so  ago  the  list 
was  altered,  giving  the  date  of  redemption  as  "  1913-49." 
Dealers  took  umbrage  at  what  they  regarded  as  an 
unwarrantable  proceeding,  and  ultimately  the  price 
was  struck  out  of  the  list.  On  inquiry  at  the  Borough 
Treasurer's  office  our  contemporary  was  informed  that 
the  stock  was  *'  redeemable  at  par  on  or  o/i^^r  January  i 
19 13  at  the  option  of  the  corporation,"  and  that  the 
corporation  had  not  made  any  alteration  in  the  condi- 
tions as  had  been  suggested.  It  is  rightly  pointed  out, 
however,  that  in  the  course  of  the  compilation  of  the 
"  Stock  Exchange  Year  Book  "  for  1906,  a  proof  of  the 
paragraph  dealing  with  the  corporation's  issues  was 
sent  to  the  Borough  Accountant  for  correction  in  the 
usual  way.  In  that  notice  the  following  sentence 
appeared : — 

*'  The  principal  of  the  stock  falls  due  January  i  1913, 
against  which  date  a  Sinking  Fund  has  to  be  provided . 
The  Sinking  Fund  may  be  employed  in  the  purchase  of 
stock,  and  the  power  has  been  exercised  by  the  purchase 
ot  /i2,8oo  stock." 

This  was  returned  with  the  Borough  Accountant's  com- 
pliments, the  above  statement  being  allowed  to  stand. 
Our  contemporary  pertinently  remarks  that,  in  view  of 
the  corporation's  reading  of  the  word  "  redeemable," 
and  seeing  that  it  tyiSj^aUcf^e^j  ^misconception  to 
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appear  year  after  year  in  the  "  Stock  Exchange  Year 
Book  **  and  the  Official  List,  it  would  be  interesting  to 
learn  ?rhen  the  distinction  between  "  redeemable  "  and 
"to  be  redeemed**  first  dawned  on  the  corporation. 
U  a  logical  process  of  reasoning  be  applied,  the  word 
*'  payable  '*  also  confers  an  option,  and  thus  interest 
which  is  ** payable**  half-yearly  on  ist  May  and  ist 
November  may  also  be  paid  "  on  or  after  **  those 
dates — that  is,  it  may  go  on  accumulating  until  1949  or 
any  other  more  distant  period.  The  Financial  News 
8Bys  that  the  suffix  ''able  **  is  one  of  the  most  trouble- 
some and  misleading  suffixes  in  the  language : — 

"  Visible  *'  is  that  which  can  be  seen,  and  "  audible  " 
that  which  can  be  beard ;  but  "  execrable  "  is  not  that 
which  can  be.  but  that  which  is,  execrated.  And, 
although  "applicable"  means  that  which  can  be 
applied,  "respectable"  does  not  imply  that  which  can 
be,  but  that  which  is,  respected." 

But  it  agrees  that  the  corporation*s  interpretation  is 
apt  to  cause  confusion.  It  may  be  pointed  out,  how- 
ever, per  contra^  that  it  would  be  an  entirely  novel 
doctrine  to  suggest  that  corporations  and  companies 
are  responsible  for  the  contents  of  either  the  Official 
List  or  the  "  Stock  Exchange  Year  Book.** 


BaBk-Bota       It  has  been  the  custom  of  the  Treasury 
itelvettM.       authoriUea  of  the   United  States   to 
dispose  of  the  mascerated    pulp  occasioned    by  the 
annual    destruction  of    old  and   worn-out   notes   to 
contractors,  who  bought  it  by  the  ton  for  the  object  of 
working  it  up  into  busts  and  statuettes  representative 
of  inunortal  Americans—the    Hero  of  the  Axe,  and 
others.    With  an  inscription  denoting  the  amount  of 
sterling  represented  by  these  images  they  are  said  to 
have  found  a  ready  sale  among  tourists  and  souvenir 
hunters.     It  is,  however,  now  reported  that  it  has  been 
discovered    that   the  macerating   machine  does  not 
perform  the  work  of  destruction  quite  so  efficiently  as 
migbt.be  wished,  and  stray  bits  of  notes  have  fallen  into 
the  hands  of   unscrupulous   persons,  who,  where    a 
number  was  intact,  have  not  hesitated  to  endeavour  to 
recover  cash  thereon  as  a  note  damaged  by  accident. 
No  more  bank-note  pulp  will  be  sold,  and  thus  another 
American  industry  has  gone  by  the  board  I    It  is  not 
improbable  that  a  new  generation  of  tourists  will  find 
their  basts  of  George  the  Truthful  One  made  of  com- 
pressed street  sweepings,  office  dust,  and  surrendered 
policies  of  faisurance. 


MoBlelpal        We    understand    that    the    Coventry 
Preflu.  Town  Council  has  just    decided    to 

expend  a  further  sum  of  £^fioo  on  the  purchase  of 
electric  motor  cars,  to  be  let  out  on  hire.  It  is  stated 
that  the  previous  investment  of  ;C7,ooo  for  similar 
purposes  is  earning  about  12  per  cent,  interest  by 
the  hire  of  the  motors,  while  the  interest  and  Sinking 
Fund  expenses  represent  a  charge  of  only  6  per  cent. 
Coventry  Stock  yields  about  £z  8s.  per  cent,  at  the 
current  market  rate,  but  even  assuming  that  3  per  cent, 
represents  the  interest  charged,  and  the  other  3  per  cent, 
is  available  as  a  Sinking  Fund,  it  would  be  twenty-four 
years  before  it  would  accumulate  to  an  amount  suffi- 
cient to  redeem  the  original  loan.  It  would  be 
interesting  to  know  what  kind  of  electric  motor  car 
the  Coventry  Town  Council  possesses  which  can  be 
expected  to  last  for  twenty-four  years,  and  to  in  the 
meantime  continue  to  produce  a  revenue  representing 
12  per  cent,  on  th^  original  cost. 

TabU  l.-OoiiFum  ^°     ^^^^     ^"^     ''''^     correspondent 
and  Dunaad  for    "  J.  E.  P.,**  who  raised  the  question  in  a 
^^  letter  which  appeared  in  our  last  issue, 

Clause  42  of  Table  A  provides  as  follows  : — "  At  any 
'*  general  meeting  unless  a  poll  is  demanded  by  at 
"least  five  members,  a  declaration  by  the  chairman 
*'  that  a  resolution  has  been  carried  .  .  .  shall  be 
**  sufficient  evidence  of  the  fact.**  One  would  imagine 
that  these  words  are  perfectly  clear.  Of  course,  three 
members  can  demand  a  poll,  but  they  are  not  entitled 
to  have  one  taken,  and  their  demand  cannot  affect  the 
validity  of  the  resolution  declared  by  the  chairman  to 
have  been  carried. 


Bharthelden* 

■•Ihodsof 

Yotm^. 


The  injunction  recently  granted  by  Mr. 
Justice  Joyce  in  the  case  of  McMillan 
V.  The  Le  Rci  Mining  Company^  Lim,,  on 
a  motion  to  restrain  the  company  from  ^sirculating 
among  its  shareholders  voting  papers  or  cards  to  be 
used  at  a  poll  demanded  by  the  chairman,  and  to 
restrain  the  company  from  acting  on  any  resolution 
purportiqg  to  be  passed  on  such  voting  papers  or  cards 
unless  such  shareholders  be  present  in  person  or  by  proxy 
at  the  poll,  raises  a  point  of  very  considerable  public 
interest.  The  question  is,  as  his  Lordship  remarked, 
one  upon  which  there  cannot  really  be  the  slightest 
doubt.  Primd  facie,  in  order  to  vote  the  person  entitled 
so  to  do  must  attend  in  person  to  record  his  vote.  The 
articles  of  association  may  indicate  different  or  alter- 
native methods  of  voting,  but  no  method  not  so  provided 
for  can  be  valid.    It  may.  of ^cou^jSoj  be  argued  that  the 
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views  of  the  general  body  of  shareholders  could  be  more 
readily  ascertained  by  the  issue  to  all  of  them  of  voting 
papers,  to  be  returned  by  post  rather  than  by  person ; 
but  it  is  not  for  the  directors  to  determine  how  the  views 
of  the  shareholders  shall  be  ascertained.  That  is  a 
point  which  has  been  predetermined  by  the  arlicles  of 
association  of  the  company,  and  if  it  be  thought  that 
the  methods  provided  by  the  articles  are  unsatisfactory, 
the  proper,  and  indeed  the  only,  course  is  to  get  the 
articles  altered.  There  is,  no  doubt,  very  much  to  be 
said  in  favour  of  voting  papers  as  a  means  of  testing 
the  views  of  shareholders.  A  somewhat  important 
objection  to  them,  however,  is  that  they  would  tend  to 
still  further  discourage  shareholders  from  taking  the 
trouble  to  attend  meetings ;  whereas,  of  course,  it  is 
only  when  an  effectively  representative  body  of  share- 
holders can  be  induced  to  attend  these  meetings  that 
any  really  satisfactory  system  of  company  administra- 
tion can  be  expected  to  be  produced. 


Bharing-Ont      Christmas  has  again  not  been  allowed 
Olabi.  to  pass  without  producing  its  usual 

crop  of  defalcations  on  the  part  of  those  to  whom  sub- 
scriptions have  been  entrusted  by  the  members  of 
various  kinds  of  sharing-out  clubs.  In  Lloyd's  News  of 
the  24th  ult.  no  less  than  six  separate  cases  of  defalca- 
tion are  recorded,  but  it  may  well  be  questioned 
whether  they  represent  the  sum  total.  In  the  more 
serious  cases  the  responsible  official  has  naturally 
absconded.  In  the  ether  cases  the  tendency  of  the 
magistrates  appears  to  be  in  favour  of  giving  the 
accused  time  to  raise  the  deficiency  before  dealing  with 
the  case.  As  we  have  repeatedly  pointed  out,  this  proce- 
dure has  no  adequately  deterrent  effect.  It  is  true  that 
in  some  cases  it  enables  those  who  have  been  swindled 
to  recover  their  money ;  but  as  a  rule  that  money  is 
only  recovered  by  the  relatives  of  the  accused  being 
forced  into  the  clutches  of  money-lenders,  and  it  is 
questionable  whether  it  is  desirable  that  such  a  result 
should  be  brought  about  by  such  means. 


UDMgittortd  ^*  Middlesbrough  on  the  «oth  ult. 
FritBdiy  five  members  of  a  friendly  collecting 
*^***«fc  society  were  each  fined  ;f  10  for  not 
registering  their  society  and  depositing  the  necessary 
jf'aoiooo  with  the  Board  of  Trade.  The  fines  inflicted 
were  at  the  rate  of  is.  per  day,  whereas  the  maximum 
penalty  provided  by  the  statute  is  £5^  per  day.    There 


may,  of  course,  have  been  special  circumstances  in 
connection  with  this  case  which  make  the  sentence 
inflicted  adequate,  but  bearing  in  mind  the  enormous 
amount  of  harm  that  is  sometimes  done,  and  especially 
at  this  season  of  the  year,  by  dishonest  persons  collect- 
ing subscriptions  on  behalf  of  bogus  societies,  it  is,  we 
think,  to  be  regretted  that  the  authorities  generally 
appear  to  be  indisposed  to  take  a  sufficiently  serious 
view  of  the  matter. 


Bnuioh  The  question  asked  last  week  by  our 
iceottiito.  correspondent  "  Student "  is  not  very 
clearly  put,  but  if  we  understand  his  case  aright  we 
should  say  that  it  is  in  all  circumstances  undesirable  to 
issue  accounts  in  which  part  of  the  transactions  are 
taken  up  to  another  date.  It  would,  in  our  opinion, 
be  better  to  delay  the  preparation  of  the  accounts 
of  the  undertaking  as  a  whole  until  the  proper  returns 
have  been  received  from  the  Branch  up  to  the  date  on 
which  the  Head  Office  Books  were  closed.  The  prac- 
tice does,  however,  obtain  in  some  quarters  (chiefly  in 
connection  with  foreign  mines,  where  only  adminis- 
trative work  is  performed  at  the  Head  Office)  of  issuing 
accounts  taken  up  to,  say,  the  31st  October  at  the 
Branch  and  the  31st  December  at  the  Head  Office ; 
and  the  result,  of  course,  is  that  the  combined  accounts, 
being  neither  one  thing  nor  the  other,  are  of  limited 
value,  and  as  difficult  to  audit  as  they  are  to  criticise. 
We  consider  the  practice  both  undesirable  and 
unnecessary,  but  when  it  is  followed  it  should,  we 
think,  certainly  be  followed  consistently—that  is  to 
say,  certain  selected  transactions  of  a  later  date  ought 
not  to  be  arbitrarily  included  with  a  view  to  increasing 
the  apparent  profits. 


Cocre0pon^ence  and  Enanttfe& 


All  commnalcAtioas  to  the  Editor  should  b« 
by  letter  only. 


The  Accounts  of  Local  Authorities. 

[We  have  received  a  further  letter  from  "  Enquirer  " 
under  the  above  heading,  but  as  it  deals  with  personal 
matters  only,  we  have  not  thought  it  of  sufficiently 


general  interest  to  justify  i 


[i,-f-£D.  Acct> 
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Luna  Sale  Accounts. 
(T0  tki  SdiUr  9f  TJU  Accotmtami.) 

Sir, — I  should  be  obliged  if  you,  or  any  of  your 
readers,  would  inform  me  through  the  columns  of  your 
esteemed  journal  whether  a  text -book  is  to  be  obtained 
dealing  with  Land  Sale  Accounts  upon  a  double-entry 
principle,  from  the  point  of  view  of  a  company  whose 
basiness  consists  in  buying  land,  developing  it,  and 
disposing  of  same  in  small  lots. 

I  am,  yours  faithfully, 

30/A  December  1905.  CONSTANT  READER. 


Establishment  Cluu*ges. 

(Tc  thi  Editor  of  The  Accountant,) 

Sib,— I  regret  that  I  did  not  make  myself  sufficiently 
clear  in  my  letter.  The  business  is  a  printing  business, 
and  the  uses  to  which  the  establishment  charges  will 
be  put  when  ascertained  would  be  for  the  purpose  of 
**  prime  cost "  or  "  oncost  "  in  the  form  of  a  percentage, 
by  adding  to  the  various  departmental  wages  paid. 

Yours  faithfully. 


28/A  December  1905. 


F.  L.  D. 


Colliery  Sliortworklngs* 
(To  tie  Editor  of  The  AccottntamtJ 

Sir, — It  wonld  be  interesthig  to  me,  and  probably  to 
others  also,  if  accountants  with  experience  of  Colliery 
Accounts  would  state  what  the  custom  is  in  different 
districts  in  dealing  with  "  shortworkings  "  in  the  annual 
Balance  Sheets. 

I  have  always  recommended  that  shortworkings 
should  never  be  treated  as  an  asset  unless  a  corre- 
sponding Reserve  is  provided  to  balance  the  amount. 
And  this  view  I  have  always  found  approved  of  as  being 
a  perfectly  safe  sjrstem  of  treatment,  because  it  not 
infrequently  happens  that  there  is  considerable  doubt 
as  to  whether  the  ^  shorts  *'  will  ever  be  recovered,  and 
consequently  to  treat  them  as  an  asset  would  result  in 
overstating  the  profits;  moreover,  even  if  they  are 
worked  up  in  succeeding  years,  the  profits  of  these 
later  years  are  anticipated  if  the  ** shorts"  are  not 
written  off  until  then. 

If  the  certain  rent  is  £1,000  per  annum,  this  means 
that  (or  each  year  the  company  has  that  rent  to  pay 
foe  its  mine,  hot  it  is  further  usually  provided  that  this 


rent  shall  be  more  if  a  certain  output  is  reached.  The 
annual  rent,  therefore,  is  j^i,ooo  or  more,  but  never 
less. 

If  one  year's  workings  are  only  /"500,  it  is  sometimes 
contended  that  in  that  case  £soo  only  should  be  written 
off  and  £"500  should  be  treated  as  an  asset,  but  never- 
theless £"1,000  was  the  actual  rent  of  the  mine  for  that 
year,  and  cash  of  ;^i,ooo  is  required  to  pay  it ;  which 
latter,  if  not  fully  provided  out  of  the  profits,  would 
have  to  be  met  from  the  capital  of  the  company,  of 
course  assuming  that  the  annual  profits  are  hilly 
divided. 

It  seems  to  me  that  the  actual  annual  rent  payable, 
whether  worked  up  or  not,  should  be  written  off,  and 
any  shortworkings  only  treated  as  a  matter  of  record, 
not  as  an  actual  asset.  Such  shorts  are,  of  course 
never  recovered  from  the  landlords,  but  only  come  back 
into  cash  when  they  are  written  off  or  deducted  from 
future  profits— or,  putting  it  another  way,  no  portion  of 
the  shorts  is  ever  recovered  at  all,  but  in  certain  future 
years  a  less  rent  may  be  payable  than  the  actua 
tonnage  shows  owing  to  such  shorts. 

I  recently  saw  some  copies  of  the  Balance  Sheets  of 
a  large  and  important  company  which  showed  at  a 
certain  date  a  large  sum  for  shortworkings  in  the  Balance 
Sheet  as  an  asset ;  a  few  years  later  a  reduction  of 
capital  took  place  and  the  shorts  disappeared,  after- 
wards the  shorts  were  written  off  each  year  and  ceased 
to  be  treated  as  an  asset.  This  seems  to  show  that  the 
company  then  began  to  see  the  danger  of  not  pro- 
viding a  Reserve  against  shorts  which  might  never  be 
worked  up. 

When  there  is  every  reasonable  probability  of  shorts 
being  worked  off,  and  also  that  there  will  be  profits  to 
meet  same,  it  might  be  justifiable  to  treat  the  amount 
as  an  asset ;  but  as  no  one  can  possibly  know  whether 
profits  will  be  made  or  not  in  the  future,  I  am  strongly 
of  the  opinion  that  the  annual  charge  should  never  be 
less  than  the  certain  rent. 

Some  leases  only  allow  shorts  to  be  worked  off  within 
a  certain  time,  and  if  not  worked  up  by  then  they  are 
forfeited.  In  these  cases,  if  any  rent  is  carried  forward 
it  must  necessarily  be  written  off  at  least  within  that 
time ;  the  danger  lies,  however,  in  cases  where  there  is 
no  restriction  as  to  time. 

I  should  be  glad  if  other  accountants  would  give 
their  views,  as  I  am  inclined  to  think  that  nowadays  it 
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is  not  at  all  a  usual  course  to  treat  "  shortworkings  " 

as  an  asset. 

Yours  faithfully, 

28/A  December  1905.  TONNAGE  RENT. 


Secret  Reserves. 

To  the  Editor  of  The  Accountant,  \ 

Sir, — Mr.  Stephen  Tryon,  F.C.A.,  whose  excellent  1 
paper  on  Secret  Reserves  appeared  in  your  last  issue,  ! 
would  appear  from  his  references  to  my  works  to  be  I 
unacquainted  with   the   more   recent    editions.    The 
subject  is  discussed  in  my  "Advanced  Accounting" 
(p.  248  of  the  second  edition),  and,  in  addition  to  the 
reference  to  the  subject  on  p.  256  of  my  "  Auditing," 
sixth    edition,    to   which    he    refers,   the   matter   is 
mentioned   on  pp.  203-4.    The   sentence  which   Mr. 
Tryon  quotes  from  p.  258,  and  which,  he  states,  he 
does  not  understand,  will,  I  venture  to  think,  be  found 
clearer  if  the  two  preceding  pages  are  perused. 

Yours  faithfully, 

LAWRENCE  R.  DICKSEE. 
January  2nd  1906. 

A  Review  Reviewed. 

(To  the  Editor  of  The  Accountant.) 

Sir, — In  the  review  with  which  you  favoured  a  work 
of  mine  on  "  Bookkeeping,*'  on  the  i6th  ult.,  objection 
was  expressed  with  regard  to  the  balance  of  a  certain 
Balance  Sheet,  and  to  two  brief  descriptions  given  of 
other  items  of  the  same.  May  I  point  out  that  the 
Balance  Sheet  and  the  two  descriptions  form  the  con- 
cluding portion  of  a  solution  of  an  examination  paper, 
and  are  in  strict  accordance  with  the  directions  given 
at  the  head  of  the  paper  ?  As  examination  papers  can 
only  ask  for  skeleton  representations  of  real  books, 
perhaps  examiners  may  be  pardoned  if,  in  cutting  out 
items,  they  sometimes  forget  to  reduce  the  rest  in  due 
proportion.  In  any  case  they  are  responsible  for  their 
own  work.  I  think  you  will  consider  I  am  entitled  to 
this  explanation  as  to  matter  of  fact. 

I  do  not,  further,  ask  for  the  benefit  of  your  columns 
for  the  mere  purpose  of  differing  in  opinion  from  your 
reviewer,  who  is  bound  to  be  very  competent,  but  his 
remark  respecting  the  "  true  nature  of  any  set  of  books  " 
must  give  the  impression  that  I  have  taken  only  one 
system  in  hand ;  I  hope,  therefore,  I  may  mention  that 
I  have  attempted  to  give,  in  an  order  of  evolution, 
different  phases  still  in  vogue  of  the  general  theory  of 


the  subject.  A  fuller  explanation  than  I  have  seen 
anywhere  else  of  the  true  nature  of  the  method 
referred  to  in  the  review  is  given  in  Chapter  XV. ;  but 
with  "  business  "  in  place  of  the  firm,  capital  a  Hability, 
deficit  an  asset,  and  in  other  respects,  it  is  somewhat 
abstract,  and  should  be  all  the  better,  in  teaching  pro- 
cedure, for  something  more  concrete  to  lead  up  to  it. 

In  a  Balance  Sheet  on  any  other  theoretical  basis 
there  seems  no  necessity  to  regard  the  balance  between 
liabilities  and  assets  as  belonging  to  either,  any  more 
than  the  transferred  balance  of  a  Goods  Account  is 
obliged  to  be  taken  as  consisting  of  goods.  Of  course, 
I  could  pursue  the  subject  further,  but  it  is  too  wide 
to  expect  your  permission  to  do  so. 

Yours  faithfully, 

JOHN   WALMSLEV. 
EccUSy  Lanes,  January  2nd  1906. 


Banker's  Liability. 

(To  the  Editor  of  The  Accountant,) 

Sir,— I  notice  the  following  sentence  in  a  note  of 
your  issue  of  December  30th  1905,  headed  "  A  Question 
of  Banker's  Liability*' :— "Of  late  years  an  increasing 
"  number  of  business  men  have  adopted  the  practice 
"  of  requiring  bank  cashiers  to  initial  the  counter- 
"  foils  of  their  Paying-in  Books,  but  among  private 
'*  customers  such  a  practice  is  unknown,  and  even  with 
**  business  houses  it  is  not  general."  I  think  that  the 
underlined  words  are  decidedly  too  strong,  and 
certainly  not  quite  accurate.  At  all  events,  at  the 
London  and  South-Westem  Bank,  Clapham  Junction 
Branch  (and,  I  presume,  at  other  branches),  the  cashier 
initials  the  counterfoils  with  a  blue  pencil  whenever 
amounts  are  paid  in  either  by  a  private  customer  or  by 
a  business  firm,  quite  as  a  matter  of  course  and  without 
any  request  to  do  so  on  the  part  of  the  customer. 

Yours  truly, 

W.  F.  DINGWALL. 
London,  January  2nd  1906. 

[Our  correspondent  is  too  literal.  Of  course  it  would 
be  absurd  to  suggest  that  no  private  customers  ever  get 
the  counterfoils  of  their  paying-in  slips  initialled,  but 
the  proportion  is  so  microscopic  as  to  be  negligible. 
Bank  cashiers  will,  as  a  rule,  naturally  initial  counterfoils 
when  the  book  is  handed  to  them  for  the  purpose,  but 
how  often  is  it  done  by  private  customers  ?— Ed.  Acct,~\ 
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XTbe  Cbartere^  Hcconntants  Stndents' 
Socictp  of  Sbetneie* 


Income  Tax  Administration  and  incidence,  as 
regarded  by  ttie  Taxpayer. 


By  C.  E.  Isaacs. 

A  Paper  read  at  a  meeting  of  the  above  Society  at  Sheffield 
OD  November  29th  1905. 


I  had  the  pleasure  of  addressing  the  Chartered 
Accountants  Students'  Society  at  Birmingham  in  1900, 
when  my  subject  was  "Popular  Errors  concerning  an 
Unpopular  Tax." 

)fy  lecture  was  fully  and  accurately  reported  in  The 
AccoMmtant  on  January  12th  1901,  and  was  noticed  in  its 
issue  af  March  i6th  1901. 

A  supplementary  lecture  was  given  by  me  at  Liverpool, 
which  also  appeared  in  Tfie  Accountant  of  December  28th 
1901,  and  was  reviewed  in  the  issue  of  January  nth  1902. 

While  treating  the  complexities  of  the  income-tax  in  a 
popular  style,  I  endeavoured  to  deal  with  its  technicalities 
as  fully  and  exhaustively  as  I  could  within  the  time  at  my 
disposal. 

1  shall  ask  you  now  to  be  kind  enough  to  accompany  me 
m  another  direction,  as  I  enter  upon  the  immediate  subject 
of  this  paper. 

What  does  the  Public  think  of  the  Income-tax? 

By  the  public  1  do  suA  mean  the  vast  majority  of  the 
lomnuimty  who  contribute  nothing  to  it,  and  who  neither 
kni>w  nor  care  anything  about  it,  but  those  who  are 
5trongly  interested  therein  as  taxpayers,  political  econo- 
mists, and  men  of  the  world. 

What  docs  the  Press  say? 

1  will  refer  to  an  article  which  appeared  not  long  ago  in 
A  well- known  Ix)ndon  daily  paper  possessing  a  large 
<  laulation. 

**  The  men  who  do  the  work  of  assessing  the  income- 
tax  and  collecting  it  are  finishing  their  ghastly  labours 
for  the  year,  and  *  rounding  up  '  the  last  batch  of 
dodgers. 

It  is  an  unpleasant  business,  that  of  the  income-tax. 
A  large  percentage  of  those  who  pay  it  deliberately 
cheat  the  Government.  Those  who  collect  it  know  they 
are  being  cheated.  The  whole  thing  is  conducted  on  a 
sort  of  swindling  basis.    Income-tax  payer  and  income- 


tax  collector  are  surrounded  by  an  atmosphere  of  the 
thieves'  kitchen.  The  big  dodgers  pay  little  or  nothing. 
Only  the  honest  men  pay  all,  and  they  are  few  and  far 
between. 

However  much  income-tax  a  man  pays,  or  however 
little  he  feels  that  he  is  being  '  had,'  he  knows  that 
there  are  thousands  of  men  with  incomes  as  large  as 
his  who  pay  less  than  he  does.  A  citizen  with  ;^i,ooo 
a  year  may  pay  £$0  a  year  tax,  or  £^0,  or  ;^3o,  or  ;^2o, 
or  ;^io,  or  nothing,  according  to  his  capacity  to  dodge 
liabilities.  Even  if  he  pays  up  everything,  the  attitude 
of  the  Surveyor  of  Taxes  towards  him  seems  to  him  to 
be  that  he  is  guilty  of  trying  to  defraud. 

The  fact  is  that  the  income-tax  makes  story-tellers 
and  cheats  out  of  many  of  us.  One  must  either  be  a 
story-teller,  a  cheat,  or  a  dupe.    Which  shall  one  be? 

The  income-tax  is  really  collected  by  a  junior 
Criminal  Investigation  Department — a  minor  Scotland 
Yard.  The  Surveyors  and  collectors  ought  to  wear 
police  uniforms  and  carry  handcuffs.  They  are  thief 
catchers  really,  or  have  that  air.  They  believe  no  one. 
Every  circular  they  send  out  inUnkates  frankly  that  it  is 
addressed  to  a  notoriously  artful  dodger,  and  that  we 
are  a  nation  of  persons  whose  principal  occupation  is 
that  of  making  fraudulent  returns. 

Take  the  case  of  employees  of  limited  liability  com- 
panies. Under  the  practice  in  force  the  Government 
exacts  the  name  of  every  employee  who  gets  more  than 
;£i6o  a  year,  but  it  cannot  compel,  or,  as  a  matter  of 
policy,  does  not  compel,  the  company  to  tell  the 
amounts  paid.  If  the  company  refuses  to  divulge  the 
figures  the  Surveyor  has  a  fit  of  imitation  hysterics, 
and  makes  all  sorts  of  threats.  But  if  the  treasurer 
stands  to  his  guns  nothing  happens,  and  the  figures  aie 
not  insisted  on. 

Now  some  limited  companies  tell  the  facts,  others 
do  not.  In  the  oases  of  the  latter  an  employee  draw- 
ing ;^i,ooo  a  yeair  can  send  his  income  in  as  ^170,  and 
the  authorities  are  powerless.  But  in  the  case  of  a 
company  that  confesses  its  salary  list  the  employee  at 
;^'i,ooo  a  year  has  to  pay  his  full  amount. 

The  result  is  a  feeling  of  injustice  all  round.  The 
man  who  cheats  the  Government  boasts  about  it.  The 
man  who  cannot  cheat,  but  who  would  like  to,  feels 
that  a  mean  advantage  has  been  taken  of  him. 

If  the  income-tax  were  enforced  absolutely,  and  if 
every  cheat  were  prosecuted,  there  would  be  a  situa- 
tion almost  amounting  to  a  revolution.  The  Govern- 
ment does  not  want  trouble,  so  the  authorities  bargain 
with  the  taxpayer,  and  '=8J°P||°^e@t^0ole 
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It  is  like  huckstering  with  a  second-hand  clothes 
dealer. 

The  income-tax  puts  the  citizen  in  this  dilemma :  If 
he  pays  everything  he  thinks  he  is  a  fool,  and  if  he 
dodges  some  of  it  he  feels  like  a  sort  of  swindler." 

It  is  clear  that  a  bitter  feeling  towards  the  Surveyor  of 
Taxes  exists  in  some  quarters,  and  I  am  sure  it  is  unjust  to 
those  officials  generally. 

The  Departmental  Committee  on  Income-tax,  in  their 
report  which  was  presented  last  June,  state  that  the  tax 
appears,  on  the  whole,  to  be  administered  with  a  minimum 
of  friction. 

The  article  proceeds  thus : — "The  men  who  do  the  work 
"of  assessing  and  collecting  the  income-tax  are  finishing 
"their  ghastly  labours  for  the  year."  The  writer  will  find 
before  the  financial  year  is  ended  that  the  work  of  collec- 
tion is  scarcely  beg^n. 

He  alleges  that  a  large  portion  of  those  who  pay  it 
deliberately  cheat  the  Government. 

The  Committee  are  at  one  with  him;  but  as  about 
four-fifths  of  the  tax  is  deducted  at  the  source,  or  is  subject 
to  verification,  the  area  within  which  fraud  or  evasion  can 
be  practised  is  very  limited. 

I  think  a  very  small  percentage  of  taxpayers  set  them- 
selves deliberately  to  wrong  the  Revenue.  Most  of  the 
damage  done  is  caused  by  those  who  neglect  to  make 
returns. 

It  seems  to  me  that  a  maximum  fine  of  £$  in  ordinary 
cases  would  cure  this  evil,  and  a  liberal  increase  in  the 
amount  of  the  estimated  assessments  by  the  Additional 
Commissioners  would  soon  stop  most  of  the  leakage. 
Indeed  the  suggestion  of  the  witness  representing  a  most 
important  Chamber  of  Commerce  before  the  Departmental 
Committee  is,  to  my  mind,  a  very  practical  one.  He  says  : 
**  It  seems  to  me  that  if  a  num  has  an  income,  and  does  not 
"  choose  to  return  it,  he  cannot  make  any  complaint  if  the 
"^Commissioners  ^assess  him,  and  then  if  they  assess  him 
"  too  highly  he  has  only  to  come  before  them." 

The  writer  of  the  article  goes  on  to  state  that  "the  big 
'*  dodger  pays  little  or  nothing.  Only  the  honest  men  pay 
^all,  and  they  are  few  and  far  between."  I  know  that 
honest  men  are  not  so  scarce  as  all  that,  notwithstanding 
the  views  of  this  modern  Diogenes,  and  I  have  had 
experience  enough  to  steer  clear  of  such  pessimism. 

"  If  a  citizen  pays  up  everything  the  attitude  of  the  Sur- 
"veyor  of  Taxes  towatrds  him  still  seems  to  be  that  be  is 
"  trying  to  defraud." 

There  are  doubtless  suspicious  and  tactless  men  among 
officials  as  elsewhere,  but  I  am  satisfied  they  are  compara- 


tively few,  and  by  irritating  the  public  they  generally 
succeed  in  damaging  their  own  careers. 

Surveyors  have  very  trying,  and  sometimes  invidious, 
duties  to  perform.  They  are  not  always  masters  of  the 
situation.  There  are  usually  faults  on  both  sides,  when 
harsh  or  rude  treatment  is  experienced. 

The  next  quotation  is :  "  The  fact  is  that  the  income-tax 
"makes  story-tellers  and  cheats  out  of  many  of  us.  One 
"  must  either  be  a  story-teller,  a  cheat,  or  a  dupe.  Which 
"shall  one  be?" 

I  do  not  see  why  one  need  act  any  of  these  despicable 
parts,  especially  if  a  taxpayer  allows  a  professional 
accountant  to  look  after  his  interests. 

"  The  income-tax  is  really  collected  by  a  junior  Criminal 
"  Investigation  Department — a  minor  Scotlajwi  Yard.  The 
"  Surveyors  are  thief-catdiers  really,  or  have  that  air,  and 
"intimate  frankly  that  we  are  a  nation  of  persons  whose 
"principal  occupation  is  that  of  making  fraudulent 
"returns."  If  this  be  so,  the  Surveyors  as  a  body  must 
have  lately  chan^^  for  the  worse.  Such  an  attitude  was 
not  characteristic  of  them  while  I  was  an  official,  and 
would  be  regarded  and  treated  as  reprehensible  by  their 
official  superiors,  ii  brought  to  their  knowledge. 

The  writer  alludes  to  the  lists  of  employees  which  are 
asked  for,  and  to  inequalities  of  treatment  caused  by  the 
want  of  power  to  compel  employers  to  state  the  amount 
of  remuneration  paid. 

Many  years  ago  Parliament  decided  that,  under  Schedule 
D,  employers  should  not  be  compelled  to  furnish  such 
information. 

The  Departmental  Committee  recommend  that  power 
may  be  granted  to  assessors  to  require  full  information  as 
to  amounts  of  salaries,  fees,  and  wages  paid. 

I  do  not  join  issue  with  the  writer  here,  or  with  his  next 
paragraph,  which  informs  us  that:  "Some  limited  com- 
"  panies  state  the  facts,  others  do  not.  In  the  cases  of  tho 
"latter  an  employee  drawing  ;f  1,000  a  year  can  send  his 
"income  iii  as  ^^170,  and  the  authorities  are  powerless . 
"But  in  the  case  of  the  company  that  confesses  its  salary 
"list  the  employee  at  ;£i,ooo  a  year  has  to  pay  his  full 
"^  amount.  The  result  is  a  feeling  of  injustice  all  round. 
*'The  man  who  cheats  the  Government  boasts  about  it. 
''  The  man  who  cannot  cheat,  but  who  would  like  to,  feels 
"  that  a  mean  advantage  has  been  taken  of  him." 

In  concluding  his  article  the  writer  says:  "The  income- 
"  tax  puts  the  citizen  in  this  dilemma :  If  he  pays  every  - 
"  thing  he  thinks  he  is  a  fool,  and  if  he  dodges  some  of  it  he 
"*  feels  like  a  sort  of  swindler." 


would  reply  that  th|jt^|^^  vy©0Pgflgul<i 


no^ 


January  6,  1906- 


THE    ACCOUNTANT 


13 


Aink  hinuelf  a  fool  when  he  acts  honestly;  but  ii  he 
dodges  the  impost,  he  is  right  in  thinJdng  he  is  "like  a 
sort  of  swindler,"  and  a  very  bad  sort,  too,  for  he  swindles 
not  so  nuich  the  Government  as  his  fellow  taxpayers,  who 
have  in  some  way — by  a  higher  rate  of  duty  or  by  other 
means — ^to  make  good  the  loss  to  the  Exchequer  caused 
by  his  fraudulent  conduct. 

Lessons  gleaned  fkom  the  Evidence  given  to  the 
Depaktmental  Committee. 
(i)  As  to  tke  Advantage  of  Assessment  on  the  Basis  of  the 
Profits  of  the  Single  Year  immediately  preceding 
the  Year  of  Assessment, 

Two  Chartered  Accountants  upheld  the  present  basis — 
the  average  of  three  years  preceding  the  year  of  assessment. 

On  the  other  hand,  the  representative  of  a  Chamber  of 
Commerce  supported  the  adoption  of  one  year  only  as  a 
basis,  and  his  view  has  the  support  of  at  least  three  official 
witnesses. 

I  think  it  a  fair  and  simple  one,  provided  the  assessment 
for  each  of  the  two  first  years  of  a  business  is  made  upon 
the  profits  of  the  first  year,  and  that  in  the  last  year  of  a 
concern,  which  is  usually  a  poor  one,  the  assessment 
should  be  revised  at  the  end  of  the  year,  as  is  now  tha 
case,  under  the  ijjrd  Section  of  the  Income-tax  Act  of 
1842 — a  section  which  it  is  proposed  should  be  abolished, 
but  which  might  be  retained  to  apply  to  the  particular 
circumstances  referred  to  above. 

The  adoption  of  this  plan  would  greatly  simplify  pro- 
cedure, and  would  mitigate  the  irritating  anomaly  of  pay- 
ing tax  on  a  high  assessment  when  profits  are  falling 
or  non-existent ;  or,  on  the  other  hand,  that  tax  should  be 
levied  on  only  a  small  amount  when  trade  is  flourishing 
and  profits  rapidly  increasing. 

One  objection  which  has  been  made  to  this  mode  of 
assessment  is  that  the  assessment  year  in  which  the  tax 
is  payable  may  be  a  disastrous  one,  while  the  previous  year 
may  have  been  an  exceptionally  good  one,  and  that  to 
require  a  heavy  amount  of  duty  at  a  time  when  great  losses 
are  being  suffered  would  be  to  inflict  a  grievous  hardship  ; 
bat  this  may  be  obviated  by  reserving,  at  the  end  of  the 
preceding  and  profitable  year,  the  tax  needed  to  dischaorge 
the  liability  of  the  following  year. 

If,  however,  the  basis  of  the  three  years'  average  is 
retained,  it  should  be  uniformly  applied  to  all  subjects 
assessed  under  Schedules  D  and  E,  for  the  sake  of  sim- 
plicity, instead  of  some  being  charged  on  one  year,  some 
on  three  years,  some  on  five  years,  and  some  on  the  actual 
profits  of  the  year  of  assessment ;  and  the  X33rd  Section  of 
the  Act  of  1842  should  be  retained  to  conrect  such  average 


at  the  end  of  the  assessment,  if  the  taxpayer  wishes  to  avail 
himself  of  it. 

(2)  Depreciation  of  Assets  charged  to  Capital  Account, 
Attention  was  called  to  want  of  uniformity  in  the  allow- 
ances for  wear  and  tear  of  machinery  and  plant,  the  sup- 
posed non-allowance  of  deductions  for  obsolete  machinery, 
and  for  depreciation  in  the  value  of  leases,  patents,  &c. 

It  was  not  generally  admitted  that  there  was  such  an 
impassable  gulf  between  capital  and  income  that  a  con- 
cern should  be  absolutely  debarred,  under  any  circum- 
stances, from  setting  against  the  profits  shown  by  the 
Trading  Account  any  wastage  of  assets  before  arriving  at 
the  balance  for  assessment  to  income-tax. 

As  regards  wear  and  tear,  a  perusal  of  the  evidence  laid 
before  the  Commission  confirms  me  in  the  views  expressed 
in  my  Birmingham  lecture  in  the  year  1900  that  special 
standards  of  allowance  should  be  fixed  by  legal  enactment, 
as  it  is  not  just  to  the  taxpayer  that  independent  standards 
should  be  adopted  by  every  set  of  Commissioners. 

Obsolescence  of  Machinery  and  Plant. 

A  concession  was  made  by  the  Chancellor  of  the 
Exchequer,  in  his  letter  of  May  28th  1897,  "that  where  a 
"claim  is  made  in  respect  of  the  introduction  of  more 
"^modern  machinery  in  a  factory  no  objection  is  to  be 
**  taken  to  the  allowance,  as  a  deduction  from  the  assess- 
"  able  profits  of  the  year,  of  so  much  of  the  cost  of  replace- 
"ment  as  is  represented  by  the  existing  value  of  the 
"macthinery  replaced.  Any  excess  in  the  cost  of  the  new 
"  machinery,  over  the  actual  present  value  of  the  old,  is  an 
"addition  to  the  capital  of  the  business,  and  cannot  be 
''regarded  as  a  charge  upon  revenue  for  the  purposes  of 
**  income-tax  assessment." 

This  concession  has  been  generally  overlooked.  A 
Chartered  Accountant,  who  gave  evidence  before  the 
Departmental  Commission,  contended  that  the  concession 
referred  to  should  apply  to  heavy  as  well  as  light 
machinery.  The  wording  of  the  Chancellor  of  the 
Exchequer's  letter  limits  the  concession  to  such  obsolete 
apparatus  ''as  requires  frequent  substitution." 

This  witness  thought  that  on  closing  a  branch  shop  an 
allowance  should  be  made  to  the  extent  of  the  difference 
between  the  cost  and  selling  price  of  such  fixtures. 

I  make  no  comment  on  this,  except  that  his  high  reputa- 
tion deserves  that  his  expressed  opinions  should  receive 
respectful  attention. 

I  agree  with  him  that  on  various  kinds  of  machinery  a 
normal  state  of  depreciation  could  be  fixed,  subject  to 
alteration  in  special  cases ;  also  in  thinking  that  a  liberal 
interpretation  of  the  Chancellor's  lette/wonkWojelneat 
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extent,  obviate  the  necessity  of  uniform  rates  of  allow- 
ance for  wear  and  tear,  because  the  requisite  adjustment 
could  be  made  when  the  obsolete  machinery  is  replaced. 

(3)  Treatment  of  Incomes  derived  from  Personal  Labour  and 
from  Permanent  Sources  respectively. 

The  question  of  the  incidence  of  the  tax  as  between 
incomes  earned  by  personal  exertion  and  those  derived 
from  permanent  sources  was  not  referred  to  the  Committee. 

Without  supposing  it  possible  to  make  the  incidence  of 
the  tax  absolutely  just  and  accurate,  a  few  considerations 
may  be  mentioned  in  support  of  the  view  that  incomes 
which  arise  from  capital  should  be  more  heavily  taxed  than 
those  arising  from  personal  exertion. 

This  principle  is  practically  admitted  in  the  mode  of 
taxing  collieries  and  mines  through  levying  income-tax  on 
the  coals  or  minerals  produced,  less  the  cost  of  production. 

Capital  expended  in  the  purchase  of  a  life  annuity  is 
treated  in  the  same  way,  to  some  extent,  as  the  annuity, 
which  is  wholly  taxed,  undoubtedly  includes  a  portion  of 
the  purchase-money,  though  it  may  not  be  possible  always 
to  fix  the  exact  proportion. 

The  Departmental  Committee  say  that  the  division  of 
such  an  annuity  into  principal  and  interest  is,  after  all,  a 
fiction. 

You  may  or  may  not  agree  with  them,  but  it  is  equally 
as  fair  that  the  annuitant  should  pay  income-tax  on  his 
full  annuity  as  that  the  colliery  or  mine  owner  should 
pay  on  the  full  value  of  the  coal  recovered  from  his 
estate,  less  the  cost  of  workin^g  and  distribution. 

One  expert  witness  argued  that  pensions  earned  by  ser- 
vice should  be  split  up,  and  no  tax  charged  on  the  capital 
element.  (As  a  retired  official  1  should  have  no  personal 
objection  to  this  way  of  assessing  me.) 

The  man  who  has  no  capital  except  his  physical  or 
mental  faculties,  trained  and  educated,  gets  no  allowance 
for  wear  and  tear,  although  we  know  that  the  human 
machinery  gradually  wears  out,  in  spite  of  renewal 
and  repair.  He  gets  no  deduction  for  anything 
of  the  sort  under  Schedules  U  and  E.  When 
his  working  capital  is  exhausted  by  old  age  or 
death  the  Revenue  has  had  the  tax  on  all  the  income 
produced  by  the  gradual  exhaustion  of  that  capital. 
Therefore  I  contend  that  there  is  not  necessarily 
comparative  injustice  in  including  some  portion  of  capital, 
as  well  as  income,  in  the  balance  chargeable  to  income-tax. 
At  the  same  time,  I  think  it  would  be  sound  policy  to 
take  a  liberal  view  in  dealing  with  repairs  and  renewals 
of  plant  and  machinery,  whether  in  the  form  of  a  per- 
centage for  wear  and  tear  or  otherwise. 


(4)  Co-operative  Societies. 
A  great  sense  of  injustice  exists  in  the  minds  of  many 
traders,  who  complain  that  they  have  to  pay  income-tax 
on  profits,  while  co-operative  societies,  which  have  grown 
rapidly  and  steadily  in  recent  years,  pay  none. 

There  is  a  misapprehension  as  to  the  reason  for  the 
exemption  of  such  societies  as  are  registered  imdcr  the 
Industrial  and  Provident  Societies  Act. 

They  are  not  exempted  from  income-tax  simply  because 
they  are  co-operative — inasmuch  as  such  societies  as  the 
Civil  Service  Supply  Association,  Lim.,  are  charged 
income-tax  like  an  ordinary  trading  concern — ^but  because 
they  are  registered  under  the  Industrial  and  Provident 
Societies  Act,  and  therefore  presumably  consist  mainly  of 
persons  whose  individual  incomes  do  not  exceed  ;£i6o. 

If  such  concerns  were  assessed,  every  shareholder 
therein  whose  income  did  not  exceed  ;ti6o  would  be 
entitled  to  claim  repayment  of  income-tax  on  his  share  of 
the  profits.  Thus  useless  expense  and  trouble  would  result 
by  first  assessing  and  collecting  the  duty  from  the  society 
as  a  whole,  and  then  repaying  all  or  most  of  it  back  to 
members  individiually  entitled  to  exemption.  Some  share- 
holders are,  of  course,  liable  to  the  tax,  and  there  is  no 
statutory  exemption  for  them  as  individuals.  They  may 
be,  and  should  be,  called  on  for  returns  of  their  incomes 
arising  from  their  shares. 

(5>  Fraud  and  Evasion. 
No  witness  disagreed  with  the  view  that  fraud  and 
wilful  neglect  to  make  returns  should  be  suitably 
punished ;  but  some  were  in  favour  of  criminal  prosecu- 
tion in  proved  cases  of  fraud,  and  of  small  fines  in  cases  of 
mere  negligence. 

One  gentleman,  the  whole  of  whose  evidence  was  dis- 
tinguished by  robust  common  sense,  and  is  most  interest- 
ing, considered — and,  1  think,  rightly — that  where  there  is 
persistent  neglect  to  make  returns  the  Commissioners 
should  heavily  increase  the  assessments — a  course  more 
likely  to  be  efficacious  in  stopping  leakages  in  the  Revenue 
than  multiplying  prosecutions  for  penalties. 

One  witness,  a  Chartered  Accountant,  recommended  that 
officials  should,  under  the  order  of  the  Commissioners,  be 
sent  with  power  to  investigate  the  books  and  accounts  of 
persons  making  returns  in  cases  where  they  (the  Commis- 
sioners) have  reasons  to  believe  that  a  return  is  untrue — 
an  excellent  way  of  ascertaining  useful  facts,  but  would  the 
public  stand  such  a  system?    I  very  much  doubt  it. 

The  representative  of  the  Chamber  of  Commerce  before 
alluded  to  objected  to  the  unfairness  of  hearing  appeals  in 
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Taxpayers  generally  would  probably  not  like  to  have 
their  affairs  discussed  in  public  before  a  bench  of 
magistrate. 

On  the  other  band,  many  will,  no  doubt,  sympathise 
with  his  objection  to  a  clerk  of  the  Commissioners  whisper- 
ing to  them  all  the  time  of  the  appeal,  and  then  for  the 
appellant  to  be  asked  to  leave  the  room.  As  the  witness 
remarks:  "You  leave  the  room.  The  clerk,  who  is  the 
"  solicitor  for  the  prosecution,  remains  behind ;  the 
"verdict  is  given  in  your  absence,  and  when  you  come 
''back  you  are  told,  *  We  have  fixed  it  at  so  and  so.*  You 
"^cannot  go  beyond  that.  You  go  away,  even  if  they  are 
"  right — and  very  often  they  are  right — ^with  the  sense  that 
"they  are  wrong;  there  is  a  sense  of  injustice,  because 
*"  there  is  no  publicity.  There  is  no  reasonable  equality  in 
"  arguing  the  matter." 

This  witness  did  not  say  what  became  of  the  Surveyor  of 
Taxes,  who  is  required  to  attend  all  meetings  for  hearing 
appeals. 

The  gentleman  now  knows  that  any  aggrieved  taxpayer, 
under  Schedule  D,  has  the  option  of  appealing 
to  the  Special  Commissioners  instead  of  the  local 
Commissioners. 

Before  leaving  this  branch  of  my  subject  I  refer  to  the 
want  of  uniformity  in  practice,  mentioned  by  one  of  the 
accountaoAs  before  the  Departmental  Committee,  as  to 
allowing  a  managing  director's  salary  as  a  deduction  from 
profits  of  a  limited  company  converted  from  a  private 
business  in  which  such  managing  director  was  a  partner. 
I  quite  agree  that  this  deduction  ought  to  be  allowed 
before  assessing  the  balance  under  Schedule  D,  inasmuch 
as  the  salary  is  charged  s^arately  under  Schedule  E,  so 
thait  its  retention  also  under  Schedule  D  would  constitute 
a  double  assessment. 

For  example,  if  the  average  profits  of  a  company  were 
;^i,oooy  the  Schedule  D  assessment  on  the  private  firm 
would  be  j£i,ooo,  and  no  separate  assessment  on  the 
partner  would  be  necessary ;  but  if  the  concern  were 
turned  into  a  limited  company,  and  the  managing  partner 
became  a  managing  director,  the  latter  being  changeable 
under  Schedule  £,  the  liability  of  the  company  under 
Schednle  D  would  be  nil.  To  charge  the  company  under 
Schedule  D  on  £1,000,  and  to  assess  the  managing  director 
on  ;£i,ooo  under  Schedule  £,  would  be  so  manifestly 
unfair  that  no  further  demonstration  is  needed. 

Why  should  not  Schedule  £  be  abolished,  and  all 
incomes  under  that  bead  be  transferred  to  Schedule  D? 

My  experience  of  the  public,  for  nearly  thirty-eight  years, 
among  all  d-assea,  and  in  vadous  parts  of  the  United 
Kingdom,    has    clearly    revealed    to    me    their    views, 


erroneous  and  otherwise,  concerning  the  incidence  and  the 
working  of  this  tax. 

A  manufacturer — a  large  employer  of  labour  in  a  town  of 
which  he  was  the  chief  magistrate — contended  that  he  was 
entitled  to  deduct  from  his  profits,  for  assessment  under 
Schedule  D,  the  salary  he  drew  for  his  own  services. 
Although  I  reasoned  with  him  for  a  very  long  time  I  failed 
to  convince  him  that  he  was  wrong. 

I  have  known  men  specially  versed  in  figures  and  finance 
who,  while  granting  that  income-tax  is  not  legally  admis- 
sible as  a  working  expense,  will  not  admit  that  it  is  fair  to 
disallow  it,  because  they  say  that  by  so  doing  income-tax 
is  charged  not  only  upon  income,  but  upon  income-/ar. 

Interest  on  Partners*  Capital, — There  have  been  numerous 
cases  in  which  such  interest  has  been  improperly  deducted 
from  gross  profits  to  arrive  at  the  balance  for  assessment, 
resulting,  in  one  instance,  in  a  return  being  made  for 
about  ;^3,ooo,  which  should  have  been  nearly  ;^,ooo. 
Numerous,  and  far  more  glaring,  discrepancies  could 
doubtless  be  cited. 

Interest  on  Borrowed  Capital, — ^Similar  errors  sometimes 
occur  with  regard  to  interest  on  loans,  but  not  so 
frequently,  as  it  seems  to  be  better  known  than  fonnerly 
thaA  income-tax  may  be  legally  deducted  from  each  pay- 
ment of  annual  interest. 

Cost  of  renewing  Plant  and  Machinery, — Some  persons 
think  it  right  to  charge  their  gross  profits  with  the  cost  of 
all  such  renewals,  and  a  percentage  in  addition,  fixed  by 
themselves,  on  the  cost  of  such  plant  and  machinery,  for- 
getting that  if  they  are  allowed  wear  and  tear  as  well  as 
cost  of  renewal  they  core  getting  the  same  thing  twioe  over, 
and  tfoat  a  percentage  for  wear  and  tear  to  be  virtually  just 
must  be  fixed  by  the  Commissioners,  and  should  be  applied 
impartially  all  round. 

Private  Expenditure, — ^Another  false  idea  is  that  a  man 
is  entitled  to  deduct  from  his  earnings,  before  assessment, 
the  cost  of  his  own  and  his  family's  maintenance,  and  to 
pay  income-tax,  not,  according  to  law,  on  what  he  makes, 
but  on  what  he  saves. 

Allowance   of   Two-thirds   Kent   of   Dwelling-house   when 
Portion  is  used  for  Business  Purposes, 

Section  loi  of  the  Income-tax  Act  of  1843  provides  for 
the  allowance  of  a  deduction  from  the  profits  of  trades  and 
professions  of  a  sum  not  exceeding  two-thirds  of  the  bond 
fide  rent  of  such  dwelling-house,  which  the  Commissioners 
shall  on  due  consideration  allow. 

Cases  of  hardship  occur  in  applying  this  provision^  by 
reason  of  the  limitation  to  two-thirds  of  the  rent,  although 
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a  person  may  use  a  very  small  and  insignificant  portion  of 
such  dwelling-house  for  residential  purposes. 

The  proprietor  of  a  boarding  establishment,  or  a  board- 
ing school,  may  reserve  perhaps  onJy  a  twentieth  part  of 
the  premises  as  his  private  apartments,  but  is  allowed  a 
deduction  of  only  two-thirds,  as  if  his  private  apartments 
were  worth  one-third,  instead  of  perhaps  a  tenth  of  the  full 
annual  value  of  the  whole  of  the  premises. 

Cases  also  may  arise  where  a  trader  resides  with  his 
family  away  from  his  business  premises,  but  having 
occasionally  to  remain  there  overnight,  owing  to  business 
exigencies,  he  has  a  bedroom  reserved  for  his  use. 
He  is  entitled  legally  to  a  deduction  oi  only  two-thirds 
of  the  rent,  just  as  if  his  family  and  himself  resided  on  the 
premises,  instead  of  renting  a  separate  house. 

These  hardships  might  be  remedied  by  conferring  on  the 
Commissioners  the  power  to  allow  a  just  proportion  of  the 
rent  as  a  deduction  from  the  gross  profits  under  Schedule 
Dj  without  limiting  it  to  two-thirds. 

Incidence  of  the  Tax, 
Let  us  see  what  the  average  man  thinks  of  the  general 
incidence  of  the  tax. 

He  usually  considers  that  it  is  very  fair  in  principle  that 
if  the  person  who  makes  £1,000  a  year  pays  five  times  as 
much  duty  as  the  one  who  makes  only  ;f2oo  it  is  quite 
just.  Another  thinks  that  small  incomes  should  pay  at  a 
lower  rate  than  large  ones,  and  advocates  an  extensive 
graduated  scale,  not  seeing  that  it  will  fail  in  its  applica- 
tion if  pushed  too  far. 

It  may  be  wise  to  exempt,  all  incomes  not  exceeding 
;^i6o,  and  to  allow  abatement  up  to  ;f  700,  or  even  higher ; 
but  to  carry  on  a  graduation  to  incomes  running 
into  thousands  is,  I  think,  altogether  needless  and 
impracticable. 

(I  may  on  some  future  occasion  devote  a  lecture  to  this 
subject  alone.) 

As  a  general  rule,  heavy  taxation  on  a  man  of  wealth 
operates  simply  in  curtailing  his  luxuries ;  but  in  the  case 
of  his  humble  brother,  wlio  has  to  provide  for  a  large 
family,  perhaps,  on  £200  or  £yio  a  year  or  less,  he  may 
suffer  keen  privation  in  his  struggles  to  maintain,  educate, 
and  equip  his  children  to  fight  the  battle  of  life. 

Some  think  that  incomes  derived  from  personal  exertions 
should  be  taxed  at  a  lower  rate  than  those  arising  from 
invested  capital. 

Even  if  all  these  considerations  were  admitted,  and  it 
were  possible  to  give  effect  to  them  by  legislation  and 
administration,  surely  the  ixKome-tax  system  is  already 
intricate  enough  without  making  it  more  so. 


Justification  of  the  Income-tax, 
Justification  of  the  tax  does  not,  and  cannot,  rest  on  a 
basis  of  inherent  fairness.  Not  all,  or  even  the  greater 
part,  of  the  Imperial  Revenue  arises  from  direct  taxation. 
The  poor  man,  who  is  liable  to  little,  if  any,  income-tax, 
may  contribute  through  his  oftentimes  large  family  a  much 
greater  amount  in  the  way  of  indirect  taxation  (especially 
if,  in  addition,  be  is  a  heavy  drinker  and  smoker)  than  his 
richer  neighbour,  who  may  be  a  teetotaller  and  non- 
smoker,  and  a  bachelor  as  well. 

The  main  justification  of  the  tax  is  its  productiveness, 
and  the  facility  with  which  it  may  be  doubled  or  trebled, 
without  altering  its  machinery  or  disturbing  its  framework 
when  the  Chancellor  of  the  Exchequer  is  in  embarrassed 
circumstances. 

Deliberate  Fraud, 
Some  taxpayers    deliberately    attempt    to    defraud  the 
Revenue,  which  is  not  such  an  easy  thing  to  accomplish, 
as  may  be  imagined,  without  being  ultimately  found  out. 

The  greatest  cause  of  leakage  is  neglect  to  make  returns, 
also  carelessness,  ignorance  of  the  working  of  the  tax,  and 
omission  to  keep  proper  accounts. 

Attempt  to  obtain  Justice  by  Committing  Fraud. 
Some  people  reason  thus  (I  am  quoting  from  my  actual 
experience  of  them).  They  assume,  periiaps  rightly,  that 
their  neighbours  pay  20  or  30  per  cent,  less  than  they 
ought,  and  they  think  they  owe  it  to  themselves  to  let 
themselves  down  to  the  same  level  to  obtain  justice.  They 
therefore  wilfully  make  insufficient  returns. 

Later  on,  it  may  be  after  the  lapse  of  many  years,  the 
Surveyor  of  Taxes  finds  them  out— and  he  is  almost 
certain  to  do  so,  either  before  or  after  the  delinquents* 
decease — ^and  calls  upon  them,  or  their  executors,  to  make 
good  what  the  Exchequer  has  lost  through  their  false  ideas 
and  practices. 

The  following  extracts  from  a  letter  addressed  to  a  trade 
journal  illustrate  the  mental  exercises  of  some  taxpayers 
when  invited  to  rectify  the  errors  of  the  past  by  payment  of 
what  is  called  '*back  duty," 

The  Income-tax  Authorities  and  Correct  Bookkeeping, 

"Sir, — I  have  noticed  in  recent  issues  your  remarks 
upon  the  lack  of  proper  bookkeeping  amongst  retail 
traders,  and  your  advice  to  employ  the  services  of  a 
professionaJ  accountant.  By  my  recent  experience,  I 
cannot  say  I  any  longer  share  your  surprise  at  this 
apparent  neglect.  Until  recently  I  have  always  sup. 
ported  and  adopted  the  system,  and  for  the  past  six 
years  have  employed  a  qualified  accountant ;  but  I  now 
doubt  the  wisdom  of  so  doing. 
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I  have  recently  been  called  upon  by  the  Inland 
Revenue  authorities  for  particulaxs  of  my  trading 
doling  the  past  six  years,  from  the  time  when  I  took 
my  business.  After  considerable  reluctance  to  reveal 
my  private  affairs,  I  gave  them  the  details  for  that 
period,  with  the  result  I  am  presented  with  a  bill  for 
arrears  of  over  ;tioo,  principally  made  up,  contrary  to 
the  demands  of  proper  accountancy  and  sound  finance, 
by  charging  me  on  all  that  has  been  allowed  for  depre- 
ciation of  lease,  fixtures,  alterations,  &c.,  and  for  pro- 
viding against  bad  debts.  These  items,  in  conjunction 
with  the  loss  of  abatement,  has  sprung  upon  me  this 
bill,  which  is  quite  out  of  proportion  to  my  ability  to 
pay  it.  Had  I  not  had  my  books  carefully  dissected  I 
should  have  simply  defied  the  authorities  in  the  same 
way  as  very  many  others,  who  avoid  the  expense  of  an 
accountant,  do.  They  could  not  possibly  have  made 
out  that  I  had  not  paid  in  full,  which  I  contend  I  have 
done,  by  the  results  shown  in  my  accountant's  figures. 

I  consider  we  are  as  much  entitled  to  an  allowance 
on  depreciation  of  fittings,  &c.,  as  on  machinery  or 
house  property,  and  I  think  all  trade  societies  and 
trade  journals  should  use  their  powers  in  getting  such 
allowances  made  at  least  in  accordance  with  proper 
bookkeeping.  Until  such  concessions  are  made  and 
encouragement  given  to  keep  books  properly  it  is  not  to 
be  wondered  at  if  traders  protect  themselves  against 
such  demands  by  doing  without  books  and  professional 
accountants.— Yours  truly.  Retailer. 

October  ii  1905." 

His  trouble  was  cectainly  not  caused  by  employing  an 
accountant  to  audit  his  books,  but  in  omitting  to  consult 
him  before  making  up  his  return.  He  was  misled  by 
charging  to  Revenue  depreciation  of  leases  and  reserve  for 
bad  debts.  He  was  obviously  in  error  by  supposing  he 
could  cure  bis  complaints  by  doing  without  books. 

It  would  be  a  very  good  thing  if  taxpayers  would  leave 
it  to  aocoontants  to  prepare  their  returns,  and  obtain 
proper  settlements,  raither  than  land  themselves  in  difficul- 
ties tfnoagh  their  crude  and  misguided  efforts  in  the  vain 
attempt  to  aave  a  little  expense. 

For  a  quarter  of  a  century  your  Institution  has  benefited 
yoor  clients  and  the  Revenue  alike  by  finding  facts  upon 
iriiicii  comet  assessments  could  be  based,  and  saving  an 
enormoua  amount  of  frictiou  as  well. 

My  ezperieoca  of  your  profession  is  that  its  efforts  are 
always  directed  to  Ibe  object  of  arriving  at  correct  con^ 
elusions,  whether  palatable  or  not,  and  that,  while  loyally 
eadeavonring  to  protect  the  interests  of  its  clients,  it  does 
an  it  can  to  enable  the  Revenue  to  obtain  what  is  justly 
and  reasonably  due. 


Latge  amounts  may,  and  do,  escape  assessment,  as  the 
result  of  much  real  misapprehension  in  the  mind  of  the 
public. 

I  think  therefore  that  proceedings  for  penalties  should 
be  taken  as  seldom  as  possible,  as  the  co-operation  and 
goodwill  of  the  public  and  the  accountants  are  of  more 
value  to  the  Government  in  increasing  the  yield  of  the  tax 
than  victories  gained  by  legal  proceedings  in  trying  to 
make  people  honest  by  Act  of  Parliament. 

In  my  experience  it  was  a  rare  occurrence  for  a  tax- 
payer and  his  accountant  to  refuse  to  make  good  the  losses 
of  duty  for  past  years,  if  caused  through  his  own  errors, 
whether  the  law  could  compel  him  or  not. 

Of  course,  where  a  person  wilfully  defrauds  the 
Revenue,  it  is  only  right,  in  the  interest  of  other  taxpayers, 
that  the  law  should  operate  to  prevent  his  reaping  a 
pecuniary  advantage  by  wrongdoing  ;  but  drastic  adminis- 
tration of  the  penal  provisions  relating  to  income-tax 
tends  to  undermine  the  mutual  confidence  which  should 
subsist  between  the  public  and  the  officials,  thus  working 
t'j  the  prejudice  of  this  most  important  branch  of  the 
Revenue. 

It  should  be  borne  in  mind  that  pressure  of  business, 
absence  of  proper  books,  and  omissions  to  take  stock  by 
causing  neglect  to  make  returns  lead  to  trouble  and 
friction. 

A  general  distaste  for  the  whole  subject,  and  a  fear  of 
getting  into  trouble  through  making  returns  which,  how- 
ever honestly  made,  may  not  be  accurate,  account  in  no 
small  degree  for  the  too  general  disregard  of  this  important 
duty,  rather  than  a  deliberate  desire  to  cheat  the 
Government. 

The  proposed  plan  of  giving  publicity  to  proved  cases 
of  fraud,  such  as  is  adopted  by  railway  companies,  might 
endanger  the  stability  of  the  tax,  the  existence  of  which  is 
justified,  partly  by  the  secrecy  which  is  observed  in  regard 
to  assessments  under  Schedule  D. 

Treble  Duty. 

Ihe  recommendation  that  a  surchaige  should  be  legally 
permissible  at  any  time  within  three  years  from  the  end  of 
the  year  of  assessment  appears  reasonable;  but  a  maxi- 
mum penalty  of  treble  duty  for  each  year  gives  virtually 
power  of  recovery  of  single  duty  for  nine  years,  which,  I 
think,  is  unnecessary. 

Double  duty  would  be  practically  equal  to  six  years* 
single  duty,  and  co-extensive  with  the  period  provided  for 
in  the  Statute  of  Limitations. 

If  returns  are  made  up  under  the  guidance  of  account- 
'ants,  and  specially  tested  by  the  Revenue  officials  ev<^' 
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three  or  four  years,  there  will,  I  believe,  be  comparatively 
little  leakage ;  and  this  testing  can,  and  will,  doubtless  be 
efficiently  carried  out,  if  a  sufficieiut  stafE  is  provided  for 
the  purpose. 
Tlow  to  Diminish  the  Unpopularity  of  the  Income-tax, 
I  will  sum  up  my  remarks  by  stating  my  conviction  that 
the  best  way  of  popularising  the  tax,  and  at  the  same  time 
increasing  its  productiveness,  is  to  simplify  its  forms  and 
regulations,  so  that  they  may  be  easily  understood  by 
ordinary  people  ;  that  it  should  be  administered  always  in 
a  kindly  spirit ;  that  every  encouragement  should  be  given 
t")  the  public  to  repose  confidence  in  the  Surveyors  of 
Taxes,  which  should  not  be  used  for  the  purpose  of  tripping 
up  taxpayers,  but  to  secure  their  co-operation  in  obtaining 
the  best  and  fairest  results.  Last,  but  not  least,  no 
encouragement  should  be  given  to  those  who  deliberately 
set  themselves,  either  actively  or  passively,  to  wrong  the 
Government,  which  is  the  same  thing  as  robbing  their 
fellow-taxpayers. 

I  thank  you,  gentlemen,  for  your  pa;tience  and  attention, 
and  shall  now,  with  the  Chairman's  permission,  be  ready 
to  answer  to  the  best  of  my  ability  any  questions  which 
you  may  wish  to  put  to  me. 


Xeiceetet  Cbartere^  Bccountants 
Students'  Society. 


Some  Note«  on  Executorship  Matters. 


A  Lecture  read  at  a  meeting  of  the  above  Society, 
held  on  December  13th  1905. 

By  N.  P.  C.  Kelland. 


An  Executor  is  a  person  nominated  by  a  deceased  in  his 
will  to  carry  out  his  wishes  and  administer  his  estate. 

As  a  rule,  the  person  nominated  has  given  his  consent 
to  become  executor  during  the  testator's  lifetime.  If  not, 
he  should  make  up  his  mind  at  once  whether  he  will  act  or 
not.  He  cannot  renounce  if  he  has  once  elected  to  act,  or  if 
he  has  performed  any  acts  which  show  an  intention  on  his 
part  of  acting  as  executor,  such  as  (releasing  a  debt  or 
applying  for  payment  of  a  debt,  even  although  he  may  not 
be  paid  it. 

An  executor  duly  appointed,  and  acting  before  obtaining 
a  grant  of  probate,  is  sometimes  described  as  an  executor 
de  son  tort^  but  this  is  not  correct.  An  executor  dt  son  tort 
is  one  who  takes  upon  himself  the  office  by  intrusion,  not 
being  constituted  an  executor  by  the  testator  in  his  will. 

Before  applying  for  a  grant  of  probate  the  executor  has 
every  power  except  that  of  bringing  actions,  but  a  debtor 
of  the  estate  is  not  bound  to  pay  ihim  until  the  grant  ie 
obtained.    He  derives  his  title,  however,  from  the  will,  and 


not  from  the  probate,  and  the  property  of  the  deceased 
vests  in  him  from  the  date  of  death. 

An  executor's  powers  may  be  summarised  as  follows :  — 

{a)  A  power  of  sale  over  all  property  vesting  in  him. 
By  the  Land  Transfer  Act,  1897,  where  realty  is  vested 
in  a  person  without  a  right  of  survivorship,  it  shall  on  his 
death,  irrespective  of  any  dispositions  in  his  will,  become 
vested  in  his  legal  personal  representative.  This  docs  not 
apply  to  copyholds,  or,  as  already  stated,  to  property 
entailed.  Probate  may  therefore  now  be  granted  in  respect 
of  an  estate  which  consists  only  of  realty,  provided  some 
part  of  such  realty  could  have  been  disposed  of  by  the 
deceased.    The  provisions  of  this  Act  are  not  retrospective. 

\fi)  He  may  pay  all  debts  including  debts  barred  by  the 
Statute  of  Limitations,  but  not  any  debts  barred  by  the 
Statute  of  Frauds. 

(f)  He  must  not  carry  on  the  testator's  business  longer 
than  is  absolutely  essential  for  the  benefit  of  the  estate, 
and  in  order  to  complete  any  unfinished  contracts  on 
which  an  action  could  be  maintained  against  the  executcn:. 

If  the  testator  expressly  directs  him  to  do  so,  and 
specifies  a  sum  of  money  to  be  set  aside  for  that  purpose, 
he  must  limit  himself  strictly  to  the  amount  stated,  and 
must  not  employ  any  of  the  other  assets  of  the  estate  for 
the  purpose.  If,  however,  the  business  is  not  earning  any 
profits,  he  would  not  be  justified  in  continuing  it.  even 
though  authorised  to  do  so. 

An  executor  has  no  right  of  preference  as  to  a  legacy, 
even  if  bequeathed  to  him  for  his  services.  He  may  prefer 
one  creditor  to  another  of  like  degree,  this  being  subject  to 
the  decision  in  Haukey,  Cunliffe-Smith  v,  Hanhey^  which 
I  shall  refer  to  later.  His  right  of  retainer  is  not  taken 
away  by  an  administration  order,  and  he  may  retain  for  a 
statute-barred  debt  due  to  himself. 

An  executor  has  no  right  of  retainer  except  out  of  legal 
assets,  and  though  the  Land  Transfer  Act  has  made 
realty  not  passing  with  a  right  of  survivorship  or  copyhold 
a  legal  asset,  it  has  not  conferred  on  the  legal  personal 
representative  the  right  of  retainer  as  regards  such  realty. 

He  may  only  bring  actions  in  respect  of  injuries  done 
to  the  estate,  and  in  the  case  of  realty  his  right  of  action 
is  limited  to  injuries  to  the  estate  committed  within  six 
months  of  the  testator's  death,  and  an  action  in  respect  of 
which  is  brought  within  six  months  of  the  testator's  death. 

(d)  He  may  compound  with  creditors. 

(e)  He  should  not  proceed  to  distribute  the  assets 
amongst  the  legatees  unless  satisfied  that  all  debts  have 
been  paid,  and  not  until  after  the  expiration  of  the  time 
limited  in  the  notice  to  creditors  under  Lord  St.  Leonard's 
Act,  which  he  ought  to  give.  Six  weeks  is  considered  to  be 
reasonable  notice  for  the  piupose  of  the  Act^QQ  IC 
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(/)  He  may  pay  intefieet  on  soch  debts  as  carry  interest, 
but  not  upon  others. 

{g)  He  may  employ  agents  for  the  transaction  of  business 
where  such  course  is  proper  and  necessary,  such  as 
bankers,  solicitors,  &c.  He  may  employ  an  accountant,  if 
the  nature  of  the  accounts  requires  it.  Observe  that  nearly 
all  of  the  powers  of  an  executor  may  be  exercised  by  him 
before  probate. 

Where  there  are  two  or  more  executors,  one  executor  can 
give  a  valid  receipt  for  money,  Sec,  but  however  many 
trustees  theie  may  be,  the  receipt  of  all  is  necessary. 

An  executor  who  joins  with  his  co-executor  in  giving  a 
receipt  will  become  chargeable  in  respect  of  the  same. 
This  does  not  i^^ly  to  trustees,  who  are  compelled  to  join 
in  giving  tiie  receipt,  provided  they  can  prove  that  they  did 
not  obtain  possession  of  the  property. 

The  powers  of  Administrators  resemble  in  most  respects 
those  of  executors,  with  the  important  distinction  that 
(with  the  exception  of  burying  the  body)  they  can  not  be 
exercised  till  after  the  grant  of  letters  of  administration. 
The  rights  of  administrators  are  also  less  extensive  than 
those  of  an  executor — e.g,,  the  right  of  retainer  does  not, 
as  a  rule,  attach  to  the  office  of  administrator^  neither  do 
the  powers  of  composition  conferred  by  the  Conveyancing 
Act,  nor  the  powers  of  sale  or  mortgage  of  realty  con- 
ferred by  Lord  St.  Leonard's  Act  extend  to  administrators. 

In  the  recent  case  of  Ellis  and  Ellis  it  was  held  that 
where  letters  of  administration  were  revoked, by  the 
probate  of  an  existing  will  appointing  an  executor,  the 
grant  of  administration  was  wholly  void,  and  also  any 
voluntaiy  dealing  with  the  estate  is  void,  on  the  grounds 
that  the  assets  are  vested  in  the  executor  from  the  death. 

The  executor's  first  duties  after  he  has  decided  to  act 
are:  — 

(i)  To  bury  the  body  of  the  deceased. 

(2)  Make  an  inventory  of  tiie  property.  (The  Court  may 
order  the  production  of  this  if  the  circumstances 
justify  it.) 

(3)  Take  possession  of  the  deceased's  property  and  effects. 

(4)  Prepare  an  account  for  estate  duty. 

(5)  Apply  for  a  grant  of  probate,  and,  having  obtained 
probate  with  as  little  delay  as  possible,  he  should 
proceed  to  convert  such  part  of  the  estate  as  may  be 
standing  in  unauthorised  securities,  and  free  the 
estate  from  any  pressing  liabilities  that  might  be  a 
source  of  danger  to  it. 

As  r^ards  the  conversion  of  property  standing  in 
unauthorised  securities,  the  following  points  ^ould  be 
borne  in  mind: — 


{a)  The  rule  in  Baird*s  Executors  case.  That  ^ere  the 
testator  was  the  assignee  of  leasehold  property,  the  rents 
due  on  which  are  greater  than  the  annual  value  thereof  to 
the  estaite,  the  executor  will  be  guilty  of  a  devastavit  in 
not  assigning  such  lease,  even  to  a  pauper. 

(b)  As  to  selling  <]be  property  in  order  to  convert  it  into 
authorised  securities,  the  Court  allows  the  period  of  a 
year  from  the  date  of  the  death  of  the  testator,  unless  the 
will  expressly  directs  otherwise,  or  the  executor  can  show 
a  sufficient  reason  for  the  delay.  The  securities  in  which 
an  executor  can  invest  are  as  follows :  — 

{a)  Public  Funds  or  Government  Securities. 
{b)  Real  or   Heritable   Securities   in   Great   Britain   or 
Ireland. 

(c)  India  Three  or  Three  and  a-Half  per  Cents. 

(d)  Bank  of  England  or  Bank  of  Ireland  Stock. 

(e)  Securities  guaranteed  by  Parliament. 

(/)  Metropolitan  Board  of  Works  or  London  County 
Council  Consolidated  Stock,  or  Metropolitan  Police 
Debentures. 

(g)  Debentures,  Rent  Charge,  or  Guaranteed  or  Prefer- 
ence Stock  of  any  home  railway  company  which  has 
for  the  last  ten  years  paid  at  least  3  per  cent,  on  its 
ordinary  stock. 

(h)  Railway  or  Canal  Stock,  whose  undertaking  is  leased 
in  perpetuity  to  a  railway  company  whose  ordinary 
stock  has  paid  the  dividend  just  stated. 

(f)  Indian  Guaranteed  Railway  Debentures. 

(j)  B  Annuities  of  the  Eastern  Bengal,  East  Indian,  or 
Scinde,  Punjaub,  and  Delhi  Railways,  and  Deferred 
Annuities  of  Classes  D  or  C  of  the  East  India 
Railway  Company. 

(k)  Indian  Railway  Guaranteed  Preference. 

(/;  Delwntures,  Guaranteed,  or  Preference  Stock  of  any 
water  company  in  Great  Britain  and  Ireland  having 
for  the  last  ten  years  paid  at  least  5  per  cent,  on  its 
Ordinary  Stock. 

(m)  The  Corporation  Stocks  of  any  borough  having  a 
population  of  50,000. 

(«)  The  Stocks  of  Water  Companies  having  a  power  to 
levy  rates  over  a  population  of  50,000,  and  whose 
levy  has  not  for  the  previous  ten  years  exceeded  80 
per  cent,  of  the  amount  authorised. 

(0)  Any  Securities  authorised  for  the  investment  of  cash 
under  the  control  of  the  Court. 

The  Colonial  Stock  Act,   1900,  authorised  trustees  to 

invest  in  such  stocks,  if  registered  in  th^^nited  Kingdom, 
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and  listed  by  th<e  Treasury  in  tbe  London  and  Edinburgh 
Gauttes. 

As  to  redeemable  stocks,  they  must  not  be  redeemable 
within  fifteen  years  at  a  fixed  price,  or  purchased  at  a  price 
exceeding  15  per  cent,  above  such  price.  He  may  vary  any 
of  these  investments  from  time  to  time  as  he  thinks  fit. 

As  to  a  testator*s  power  of  directing  that  the  income  of 
his  estate  shall  be  accumul>ated,  it  is  limited  by  the  pro- 
visions of  Thellusson*s  Adi  as  follows: — 

(i)  Twenty-one  years  from  the  date  of  the  death  of  the 
testator. 

(2)  The  minority  of  a  person  who  was  living  at  the 
testator's  death. 

(3)  The  minority  of  any  person  who  would  inherit  on 
attaining  his  majority. 

In  the  last  instance  this  only  applies  where  the  accumu- 
lation of  income  is  directed  for  the  purchase  of  real 
property. 

The  Act  does  not  apply  where  the  accumulation  is  for 
the  purpose  of  paying  debts  or  raising  portions. 

The  executor  may  be  directed  by  the  terms  of  the  will 
to  invest  in  securities  other  than  those  prescribed  by 
statute,  and,  if  so,  he  incurs  no  liability  should  the  estate 
suffer  loss  in  respect  of  such  investments.  There  is  a 
tendency  now  on  the  part  of  persons  making  a  will  to 
insert  z,  wide  investment  clause  in  it,  due,  no  doubt,  to 
the  low  rate  of  interest  on  Consols. 

This  places  the  executor  in  rather  an  unenviable 
position,  as  the  tenants-for-life,  knowing  the  terms  of  the 
will»  may  wish  for  a  higher  rate  of  interest  than  prudence 
admits  of. 

By  Section  8,  Sub-section  8,  of  the  Trustee  Act,  1893, 
executors  must  not  advance  on  mortgage  more  than 
two-thirds  of  the  value  of  the  property.  This  was  always 
customary,  but  the  Act  in  question  has  made  it  statutory. 
The  executor  in  jsuch  a  case  should  emiploy  both  an  inde- 
pendent solicitor  and  surveyor,  and  the  Court  will  not  hold 
him  liable  if  he  can  satisfy  it  that  when  making  the  loan 
he  was  doing  so  on  the  advice  of  an  able  practical  surveyor 
acting  independently.  If  the  estate  is  solvent  the  executor 
must  pay  the  debts  in  the  following  order :  — 

Funeral  and  Testamentary  Expenses. 
Debts  due  to  the  Crown. 

Debts  to  which  particular  statutes  give  preference,  such 
as  Income-tax,  Rates,  and  RegimentiU  Debts. 

Debts  of  Record,  such  as  registered  judgments  and 
recognisances,  and  unregistered  judgments,  if 
recovered  against  the  executor  personally. 


SpeciUty  and  Simple  Contract  Debts. 

Debts   on    Voliinitary    Bonds,    and    Promissory   Notes 
without  consideration. 

In  order  to  take  priority  a  recognisance  must  be  enrolled, 
and  a  regimental  debt  must  have  been  incurred  by  an 
officer  wfiile  on  service. 

In  the  case  of  insolvent  estates  the  debts  must  be  paid 
as  in  bankruptcy. 

As  to  specialty  and  simple  contract  debts,  it  has  been 
decided  in  the  case  of  Hankey,  Cunlife-Smith  and  Hankey 
that  an  executor  must  not  pay  a  simple  contract  debt  in 
full  in  preference  to  a  specialty  contract  debt,  provided -he 
has  had  notice  of  the  latter.  If  he  does  so,  having  received 
such  notice,  he  will  be  personally  liable.  This  applies 
also  to  the  executor's  right  of  retainer.  He  may,  however, 
pay  such  debts  pari  passu.  The  executor's  right  of  prefer- 
ence ceases  when  a  judgment  or  an  administration  order 
has  been  pronounced,  but  not  by  reason  of  an  order  for  an 
account  under  Order  XV.  A  solicitor  having  a  lien  upon 
the  deceased's  estate  is  entitled  to  be  paid  l>efore  the  other 
specialty  and  simple  contract  creditors. 

An  executor  should  take  steps  to  ascertain  if  there  are 
any  judgments  registered  against  the  estate.  The  fact 
of  his  not  having  had  notice  bf  a  registered  judg- 
ment is  not  material,  as,  if  registered,  it  is  a  debt  of 
record,  and  he  is  presumed  to  have  knowledge  of  it. 

If  a  judgment  has  been  obtained  against  him  personally 
he  must  treat  it  as  if  it  were  a  registered  judgment. 

A  foreign  judgment,  however,  is  only  a  simple  contract 
debt,  and  takes  precedence  only  over  such  debts  as 
voluntary  bonds,  ftc. 

The  executor  is  expected  to  realise  the  assets  that  arc 
outstanding — i.e.,  those  that  are  not  in  securities  autho- 
rised by  Acts  of  Parliament  or  by  the  testator  in  his  will — 
within  a  year  of  the  date  of  the  death  of  the  testator,  but 
there  is  no  fixed  rule  as  to  this,  and  if  he  can  show  any 
reasonable  excuse  for  not  having  done  so  the  Court  will 
not  hold  him  liable.  The  Court  now  regards  the  matter  of 
the  executor's  year  more  leniently  than  formerly. 

As  to  real  estate  under  the  Land  Transfer  Act,  1897,  the 
person  entitled  to  any  realty,  which,  by  the  Act,  is  vested 
in  the  legal  personal  representative,  may  apply  to  the 
Court  for  an  order  for  the  property  to  be  conveyed  to  him 
after  the  end  of  the  year.  Such  an  assent  on  the  part 
of  the  executor  does  not  require  stamp  duty.  The  follow- 
ing are  some  of  the  instances  in  which  a  personal  liability 
attaches  to  an  executor  :  — 

For  loss  arising  to  the  estate  by  reason  of  his  failure  in 

getting  in  and  realising  such  porticfirof  the  assets  as  may 
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be  outstanding,  and  putting  the  same  into  a  proper  state 
of  investment,  without  any  reasonable  cause  for  the  delay. 
Note  here  that  the  limit  of  a  trustee's  liability  for  non- 
investment  is  the  capital  money  and  interest  at  4  per  cent. 
The  beneficiaries  have  not  the  option,  as  was  at  one  time 
supposed,  of  requiring  the  amount  of  authorised  stock 
which  might  have  been  bought  at  the  time  when  the  invest- 
ment ought  to  have  been  made,  together  widi  the  subse- 
quent dividends.  If  he  should  have  applied  such  money  to 
his  own  use  he  will  then  be  charged  with  5  per  cent, 
interest.  As  a  rule  only  simple  interest  will  be  decreed ; 
but  where  the  executor  ought,  by  the  terms  of  the  trust, 
to  have  made  compound  interest,  he  will  be  ohai^^ed  with 
it,  as,  e.g.i  upon  a  trust  to  accumulate. 

A  trustee  nrast  never  allow  any  assets  to  remnin  out- 
standing upon  persoxkal  securities.  Similarly  for  losses 
arising  through  his  not  freeing  the  estate  from  onerous 
contracts,  or  liabilities  which  he  might  have  got  rid  of. 

For  carrying  on  the  trade  without  authority,  or  beyond 
his  authority.  Here  he  is  doubly  liable:  (i)  To  the 
creditors,  (2)  to  the  beneficiaries. 

He  is  liable  for  losses  arising  through  the  improper 
employment  by  him  of  agents,  as  where  he  has  employed 
an  agent  to  do  work  beyond  the  scope  of  the  agent's  proper 
business,  including  loss  arising  from  the  fraud  of  a  co- 
executor,  unless  he  can  show  that  the  money  so  lost  was 
never  under  his  control,  and  that  there  was  no  neglect 
of  duty  on  his  part.  Also  where  he  distributes  the  assets 
amongst  the  legatees  without  leaving  sufficient  to  pay  the 
debtSy  unless  he  shall  have  given  proper  notice  to  credi- 
tors to  send  in  their  claims  under  Lord  St.  Leonard's  Act, 
and  they  shall  have  failed  to  do  so  within  the  time 
specified  in  the  notice. 

An  executor  is,  of  course,  always  liable  for  any  wilful 
ftaud  on  his  part,  and  for  paying  any  debts  out  of  their 
legal  order.  In  connection  with  this  he  must  bear  in  mind 
the  case  of  Hankey^  Cunlift-Smith  and  Hankey, 

The  following  are  some  instances  of  when  the  Court  will 
dispossess  an  executor  and  appoint  a  receiver  to  the 
estate :  — 

Paying  debts  out  of  their  proper  order. 

Undue  delay  in  getting  in  the  estate  without  any  reason- 
able excuse. 

Prolonged  absence  abroad. 

Habitual  drunkenness. 

The  executor  must,  when  there  is  an  insufficiency  of 
assets,  pay  the  legacies  in  their  proper  order.  He  must 
not  pay  legacies  whicfa  have  lapsed— i.r.,  where  the  legatee 
had  died  during  the  testator's  lifetime — or  legacies  which 


have  sufieved  ademption— that  is,  the  testator  having  dealt 
with  the  subject-matter  of  the  legacy  during  his  lifetime. 

Legacies  are  of  three  kinds : — 
(i)  General  legacy,  ;fioo. 

(2)  Specific  legacy,  "my  bay  mare." 

(3)  Demonstrative  legacy,  ";f  100  of  my  ;f  1,000  Consols." 

Legacies  are  liable  to  Is^e— 1.^.,  to  fail— owing  to  the 
death  of  the  legatee  during  the  testator's  lifetime. 

In  certain  cases  legacies  do  not  lapse,  in  spite  of  the 
legatee  having  died  during  the  testator's  lifetime.  They 
are:  — 

(a)  When  real  property  is  left  in  tail  to  a  person  who 
shall  die  in  the  testator's  lifetime,  leaving  issue 
capable  of  inheriting  under  such  entail,  the  devise 
shall  not  lapse,  but  shall  take  effect  as  if  the  death 
of  such  person  had  happened  immediately  after  the 
testator's  death. 

\P)  Where  real  or  personal  estate  shall  have  been  left  to 
a  person  being  a  child  ol  the  testator  for  an  interest 
not  determinable  at  or  before  the  death  of  such 
person,  and  such  person  shall  die  in  the  testator's 
lifetime  leaving  issue  who  shall  be  living  at  the 
death  of  the  testator,  such  devise  or  bequest  shall 
not  lapse. 

General  legacies  are  liable  to  abate  first  on  a  deficiency 
of  assets  for  payment  of  all  the  legacies.  Annuities  abate 
with  general  legacies.  If  no  time  of  payment  is  mentioned 
in  the  will  they  are  considered  to  accrue  from  the  date  of 
death,  the  first  payment  being  due  at  the  end  of  the  year. 

Specific  legacies  are  liable  to  ademption,  i.«.,  to  fail,  by 
reason  of  the  subjeot-matter  being  dealt  with  by  the 
testator  himself  during  his  lifetime  in  a  manner  incon- 
sistent with  the  terms  of  the  will,  or  through  not  being  in 
existence  at  the  date  of  the  testator's  death,  but  are  not 
liable  to  abatement  by  reason  of  the  insufficiency  of 
assets;  whilst  a  demonstrative  legacy  ranks  with  the 
specific  legacies  until  the  fund  out  of  which  it  is  payable 
is  exhausted,  neither  will  it  be  liable  to  ademption  through 
the  failure  or  alienation  of  the  property  pointed  out  as  the 
primary  means  of  paying  it. 

A  donatio  mortis  causa  is  a  gift  made  by  a  person  in  such 
a  state  of  illness  as  to  warrant  an  expectation  of  death. 
It  differs  from  a  legacy  and  resembles  a  gift  inter  vivos  in 
the  following  respects.  It  takes  effect  from  delivery,  and 
need  not  be  proved  as  a  testamentary  act.  It  requires  no 
assent  on  the  part  of  the  executor.  It  is  revocable  during 
the  donor's  lifetime,  and  will  only  >ot  made  absolute  by 
his  death.  It  is  liable  for  the  debts  on  a  deficiency  of 
assets.  It  is  subject  to  the  payment  of  duties  if  made  less 
than  twelve  months  befor 
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Legacies  carry  interest  at  the  rate  of  4  per  cent,  from  a 
year  after  the  date  of  death,  as  they  are  payable  within 
that  time.  There  are  certain  exceptions  to  this,  viz. : — The 
following  legacies  carrying  interest  from  the  date  of 
death  :  — 

(i)  A  legacy  given  to  a  child  where  no  other  provision 
is  made  for  its  maintenance. 

(2)  A  legacy  charged  on  land. 

(3)  A  legacy  given  in  satisfaction  of  a  debt  that  was 
subject  to  interest. 

(4^  Specific   legacies,    and   also   demonstrative   legacies 
while  they  remain  specific. 

Annuities  are  considered  to  accrue  from  the  date  of 
death,  unless  otherwise  stated  in  the  will,  and  the  first 
payment  becomes  due  at  the  end  of  a  year  from  the  date  of 
death. 

II  a  creditor  of  the  estate  seizes  the  subject-matter  of  a 
sp>ecific  legacy,  the  person  entitled  to  it  may  claim  from 
any  beneficiary  whose  legacy  would  rank  prior  for  abate- 
ment to  it. 

A  few  other  points  of  importance  in  connection  with 
legacies  are:  — 

A  legacy  payable  in  a  foreign  country  must  be  paid  in 
accordance  with  the  value  of  the  currency  in  that  country. 

If  the  estate  is  solvent,  and  the  property  available  at 
once,  then  a  legatee  or  next-of-kin  can  bring  an  action  for 
administration  before  the  end  of  a  year  from  the  date  of 
death. 

A  devisee  of  realty  under  the  terms  of  the  Land  Transfer 
Act  may,  if  the  executor  has  not  conveyed  the  land  to  him 
at  the  expiration  of  a  year,  apply  to  the  Court,  who  will 
make  an  order  accordingly. 

An  executor  receiving  notice  of  a  charge  upon  a  legacy 
need  not  inform  the  party  giving  the  notice  of  his  know- 
ledge of  a  prior  chaige,  and  this  applies  also  to  a  trustee. 
An  important  point  for  money-lenders. 

It  was  held  in  the  case  In  re  Trenchard ;  Trenchard  v. 
Trcnchard  tha,t,  in  the  absence  of  express  stipulation  in  a 
will,  a  gift  of  an  annuity  charged  on  land  did  not  fail  by 
reason  of  the  land  being  unable  to  bear  it.  It  became  a 
charge  on  the  personalty,  llie  land  had  been  mortgaged, 
and  did  not  realise  sufficient  to  pay  off  the  mortgage. 

It  was  held  in  the  recent  case  of  In  re  C  hay  tor  ;  C  hay  tor 
V.  Horn  that  where  prox)erty  is  given  in  trust  for  sale  and 
conversion,  with  power  to  postpone  conversion  and  retain 
any  investmeot,  whether  authorised  or  not,  the  will  con- 
taining no  express  or  implied  gift  of  income  pending  con- 
version, the  tenant-for-life  is  only  entitled  to  the  income 


of  such  of  the  securities  retained  as  are  authorised,  to  the 
extent  of  3  per  cent,  on  the  value  at  the  death  of  the 
testator.  If  part  of  an  estate  therefore  was  invested  in  4 
per  cent.  Colonial  Inscribed  Stocks,  at  their  present  yield 
of  about  3|^  per  cent.,  the  tenant-for-life  would  only  get 
3  per  cent. 

Locke  King^s  Act  states  that  anyone  inheriting  realty 
must  take  it  subject  to  any  mortgages  or  charges  that  may 
exist  thereon.  The  provisions  of  the  Act  apply  to  lease- 
holds also. 

The  assets  of  a  deceased's  estate  are  of  two  kinds,  Legal 
and  Equitable:  — 

Legal  assets  are  those  which  come  to  the  executor  by 
virtue  of  his  office. 

Equitable  assets  are  those  created  by  a  testator  in  his 
will,  such  as  charging  real  estate  with  the  payment  of  his 
debts. 

The  Land  Transfer  Act,  1897,  has,  to  all  intents  and 
purposes,  made  realty  not  entailed  nor  copyhold  a  legal 
asset ;  for  even  if  the  testator  states  in  his  will  that  the 
real  property  is  to  vest  in  some  person  other  than  his 
executor,  it  nevertheless  vests  in  the  executor  for  a  year, 
and  this  also  applies  to  realty  over  which  the  testator  had 
a  general  power  of  appointment.  It  does  not,  as  already 
stated,  confer  the  right  of  retainer  on  the  executor.  An 
executor  must  not  sell  any  of  the  property  to  himself,  nor 
will  a  sale  for  the  purpose  of  a  re-sale  to  himself  be 
allowed. 

The  following  is  the  order  in  which  the  next-of-kin  are 
entitled  to  a  general  grant  of  letters  of  administration  :  — 
(i)  Husband  or  Wife. 
(2)  Children. 
{3)  Grandchildren. 

(4)  Great  Grandchildren. 

(5)  Father. 

(6)  Mother. 

(7)  Brothers  and  Sisters. 

(8)  Grandfathers  and  Grandmothers. 

(9)  Nephews    and    Nieces,    Uncles    and   Aunts,    Great 
Grandfathers,  Great  Grandmothers. 

(10)  Great  Nephews,  Cousins,  &c. 

The  Intestates  Act,  1890,  provides  as  follows :  — 
When  an  intestate  dies  leaving  a  widow,  but  no  children, 
and  the  net  value  of  the  property  does  not  exceed  ;^Soo,  the 
widow  shall  be  absolutely  entitled  to  all  of  it ;  and  if  the 
whole  exceed  ;f  500,  the  widow  shall  be  entitled  to  a  chaise 
of  that  amount  on  the  realty  and  personalty  (and  she  gets 

this  /500  in  addition  to  and  withoulf^eiudi6A4pTher  share 
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in  the  resklae,  after  payment  of  the  said  sum  of  ;f  500). 
This  ;f  500  is  a  first  charge  on  the  realty  and  personalty 
proportionate  to  their  respective  values. 

The  value  of  the  personalty  for  this  purpose  is  the  net 
value  for  estate  duty,  and  the  realty  is  valued  as 
follows :  — Twenty  times  the  amount  of  the  assessment  for 
income-tax  on  tfie  property  under  Schedule  A,  less  any 
mortgage  or  charge  thereon,  and  less  any  debts  charged  on 
tho  realty.  H  at  an  examination  you  are  given  in  such  a 
case  the  amount  of  the  tax  paid  under  Schedule  A,  and  not 
the  amount  of  the  assessment,  then,  with  the  tax  at  is.  in 
the  £y  you  multiply  the  amount  of  it  by  20  twice.  First  to 
bring  it  up  to  the  assessment ;  and,  secondly,  to  the  twenty 
years'  purchase  prescribed  by  statute. 

Subject  to  the  foregoing,  an  intestate^s  estate  is  divided 
in  the  following  manner:  — 

Personalty, — If  the  intestate  dies  leaving  a  widow  and 
children  she  will  be  entitled  to  one-third  and  the  children 
to  two-thirds  in  equal  shares,  and  if  any  child  be  dead, 
leaving  issue,  such  issue  will  take  the  parent's  share, 
claiming  per  stirpes. 

If  there  are  no  descendants  the  widow  takes  one-half, 
tihe  father  the  other,  or  if  no  father,  then  the  mother, 
brothers,  and  sisters  take  the  other  half  in  equal  shares 
per  capita.  If  any  brother  or  sister  shall  have  died  leaving 
issue,  such  issue  will  take  the  parent's  share,  provided  the 
mother  or  a  brother  or  sister  of  the  intestate  be  then  living 
(f ./.,  the  issue  claim  per  stirpes). 

Beyond  the  children  of  a  deceased  brother  or  sister  no 
right  of  representation  exists.  If  an  intestate  leaves  only 
a  widow,  cousin,  and  nephew,  the  last  cannot  partici- 
pate, as  there  is  neither  a  mother,  brother,  nor  sister  of  the 
intestate  living.  The  widow  would  get  half  and  the  cousin 
half. 

If  there  are  no  descendants  and  no  father,  mother, 
brother,  or  sister  living,  then  the  widow  will  get  one-half, 
and  the  next-of-kin  the  other  half  amongst  them,  claim- 
ing per  capita  (i.e.,  it  will  be  divided  equally  amongst  them 
according  to  the  number  of  individuals).  If  there  be  no 
widow  or  child  the  father  will  take  all ;  if  no  widow,  child, 
or  f alfaer,  the  next-of-kin  will  divide  the  whole  in  the  same 
proportions  as  they  would  have  divided  the  half  had  there 
been  a  widow. 

If  no  father,  brother,  or  sister,  or  issue  of  a  deceased 
brother  or  sister,  the  roother  will  be  entitled  to  the  whole, 
and  if  the  deceased  die  leaving  a  widow,  but  no  next-of- 
kin,  the  widow  will  claim  half,  and  the  remainder  will 
fall  to  the  Crown. 

If  the  intestate  die  leaving  descendants,  but  no  widow, 


the  descendants  will  be  entitled  to  the  whole,  claiming 
per  stirpes. 

The  real  estate  of  an  intestate  subject  to  the  provisions 
of  the  Intestates  Act,  1890,  is  divided  as  follows:  — 

Widow  and  Children. — ^The  eldest  son  gets  the  whole  of 
it,  subject  to  a  charge  of  one- third  of  the  income  to  the 
widow  for  her  life,  with  the  reversion  to  it  at  her  death. 
If  there  is  no  son  living  it  would  pass  to  the  next-of-kin. 
If  he  leaves  a  widow  and  no  children,  subject  to  the  pro- 
portion of  the  ;f  500,  it  goes  to  the  heir-at-law,  who  has  to 
pay  the  widow  one- third  of  the  income  for  her  life,  with 
the  reversion  to  it  at  her  death.  If  he  leaves  no  widow 
and  no  children  it  goes  to  the  heir-at-law.  If  no  heir-at- 
law,  to  the  Crown. 

As  regards  the  widow's  dower — one-third  of  the  income 
for  her  life — if  a  question  on  it  should  be  asked  at  the 
examination,  you  should  show  the  whole  amount  of  the 
balance  (less  the  proportion  of  the  ;f  500)  as  belonging  to 
thd  heir-at-law,  whoever  he  may  be,  with  a  note  to  the 
effect  that  the  widow  is  entitled  to  one-third  of  the  income 
for  her  life.  Do  not  show  it  as  two-thirds  to  the  heir-at- 
law  and  one-third  to  the  widow,  as  that  would  be 
incorrect.  She  has  nothing  to  do  with  the  capital  what- 
ever, but  only  a  share  in  the  income  for  her  life. 

On  the  widow's  death,  if  there  are  any  arrears  due  in 
respect  of  her  dower,  her  executor  can  recover  it  within  a 
period  of  six  years  from  the  date  of  her  death,  unless  her 
husband  has  been  dead  for  upwards  of  twelve  years.  Then 
he  cannot  recover  at  all,  unless  some  payment  on  account 
of  the  dower  has  been  made  during  that  period  by  the 
heir-at-law. 

There  are  two  old  Acts  still  in  force  affecting  the  dis- 
tribution of  an  intestate's  estate— viz.,  the  tenure  of 
Gavilkind,  which  prevails  chiefly  in  the  County  of  Kent, 
and  it  is  doubted  whether  it  is  to  be  found  elsewhere.  The 
most  remarkable  feature  of  this  tenure  is  the  descent  of 
thd  estate  in  the  case  of  intestacy,  not  to  the  eldest  son, 
but  to  all  the  sons  in  equal  shares,  and  so  to  brothers  and 
other  collateral  relations,  on  failure  of  nearer  heirs.  The 
custom  is  generally  supposed  to  have  been  a  part  of  the 
ancient  Saxon  law,  and  preserved  by  the  struggles  of  the 
men  of  Kent  at  the  time  of  the  Norman  Conquest.  The 
custom  of  borough  English  prevails  in  several  cities  and 
ancient  boroughs,  and  districts  adjoining  them.  Accord- 
ing to  this  custom,  the  estate  descends  to  the  youngest 
son  in  exclusion  of  all  the  other  children  in  the  case  of  an 
intestacy. 

In  both  these  tenures  the  property  is  subject  to  the 
widow's  right  of  dower  of  one-third  of  the  income  for  her 
life. 

To  obtain  a  grant  of  letters  of  administration  the  person 
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seeking  the  same  must  give  a  bond  conditional  for  collect- 
ing and  administering  the  .peiFSonal  estate.  The  bond  is 
made  with  one  or  more  sureties,  and  the  amount  is  usually 
double  that  under  which  the  estate  and  effects  are  sworn. 

If  no  executor  has  beeci  appointed  by  the  will,  or  the 
executor  be  dead,  or  shall  refuse  to  act,  administration  is 
granted  usually  to  the  person  who  appears  by  the  will  to 
be  most  largely  interested  in  the  estate.  If  the  will  does 
not  show  this,  recourse  must  be  had  to  the  statutes  of  dis- 
tribution. The  residuary  legatee  will  be  preferred  to  the 
next-of-kin  or  the  other  legatees ;  after  him  the  widow  or 
next-of-kin  are  entitled  to  the  grant,  provided  they  have  an 
interest  in  the  estate. 

In  the  above-mentioned  cases  of  administration  the 
powers  given  to  the  administrator  last  for  hjs  life,  and 
extend  to  all  the  personal  estate  of  the  deceased;  there 
are  other  cases  in  which  only  a  limited  grant  of  adminis- 
tration will  be  made. 

Grants  may  be  limited— <i)  As  to  duration,  (2)  A  par- 
ticular property,  (3)  for  a  particular  purpose. 

Examples  of  grants  limited  as  to  duration :  — 

(a)  Grant  durante    absentia:    Where    the    executors  to 

whom  probate  shall  have  been  granted  are  out  of 
the  jurisdiction  of  the  Court. 

(b)  Durante   dementia— i.e.,   during    the    lunacy   of  the 

executor. 

(r)  Durante   minore  atate :    During   the   infancy   of   an 
executor. 

{d)  Pendente  lite:  During  the  pendency  of  a  suit  touch- 
ing the  validity  of  the  will,  or  for  the  revocation  of 
probate. 
Grants  limited  to  a  particular  property  are :  — 
(a)  De  bonis  non :  Where  an  executor  who  has  taken  out 
probate  and  has  died  without  appointing  an 
executor  for  his  own  estate,  and  without  having 
completely  administered  the  estate. 

(^)  Administration  limited  to  property  situate  in  this 
country  and  passing  under  a  foreign  will. 

Grants  limited  for  a  particular  purpose  :  — 

(a)  Ad  colli genda  bona :  For  the  collection  of  the  estate 

in  the  case  of  its  consisting  of  perishable  property. 

(b)  Ad  litem:  To  represent  the  interests  of  the  deceased 

in  legal  proceedings  in  cases  where  the  proper 
representatives  will  not  act. 

(c)  Save  and  except  any  particular  portion,  and  some 

others. 

\pportionment    between   capital    and   income    requires 
ful  attention  on  the  part  of  an  executor.    The  Appor- 


tionment Act,  1870,  enacts  that  all  rents,  annuities,  divi- 
dends, and  other  periodical  payments  in  the  nature  of 
income  (except  annual  pa3rments  on  policies  of  insurance) 
are,  in  the  absence  of  express  stipulation  in  the  will, 
deemed  to  accrue  from  day  to  day  and  to  be  apportion  able 
as  to  time.  There  are,  however,  several  points  that  require 
careful  noting  here. 

First,  as  to  limited  companies.  Lord  Justice  Lindley 
laid  down  as  a  definition  of  a  public  company  that  it  was 
a  company  that  had  power  to  transfer  its  shares,  and  that 
dividends  paid  by  such  a  company  were  capable  of  being 
apportioned  between  capital  and  income — ^that  is,  the  pro- 
pdrtion  to  date  of  death  to  capital  and  after  death  to 
income. 

In  the  case  of  a  private  company,  however — ^that  is,  one 
that  cannot  transfer  its  shares — no  such  apportionment 
must  be  made.  The  whole  of  the  dividend  is  dealt  with 
according  to  whether  it  is  declared  before  or  after  death. 
If  before  death,  all  capital ;  if  after  death,  all  income. 

The  profits  of  a  partnership  are  not  considered  to  be 
earned  until  ascertained,  therefore  no  apportionment  is 
made  here,  and  if  the  deceased  was  a  partner  at  the  time 
of  his  death  it  follows  that  the  profits  from  the  date  of  the 
firm's  last  Balance  Sheet  to  tike  date  of  death  cannot  be 
ascertained  until  after  death,  and  therefore  are  income. 
The  balance  standing  to  his  credit  at  the  date  of  the  last 
Balance  Sheet  is  capital. 

The  executor,  in  dealing  with  partnership  matters, 
should  bear  in  mind  that,  in  the  case  of  death,  land  belong- 
ing to  a  partnership  is  personalty,  but  in  the  case  of  a  co- 
partnership it  is  realty. 

The  profits  from  the  voyage  of  a  ship  are,  like  the  profits 
of  a  partnership,  not  deemed  to  be  earned  until  the  voyage 
is  completed  and  the  profit  ascertained,  and  therefore  not 
apportioned.  The  case  of  a  public  shipping  company, 
which  has  power  to  transfer  its  shares,  is  different;  the 
profits  can  be  apportioned.  As  regards  a  joint  venture,  if 
the  profits  are  not  ascertained  until  after  death,  then  the 
whole  of  such  profits  are  income. 

In  dealing  with  the  interim  dividends  of  public  com- 
panies the  executor  should  hold  such  amounts  in  suspense 
until  the  dividend  for  the  whole  year  has  been  declared, 
and,  if  the  company  is  a  public  one,  apportion  the  full 
dividend  between  capital  and  income  according  to  the  date 
of  death. 

If  you  are  given  at  the  examination,  in  an  apportionment 
question,  the  name  of  a  company  not  generally  known,  you 
can  deal  with  it  either  way  you  like  (provided  the  words 
"private"  or  "syndicate"  are  not  used).  Then  you  must 
deal  with  it  as  a  private  company ;  but  whatever  way  you 
decide  to  deal  with  it,  make  a  footnote  to  show  whether 
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yon  have  treated  it  as  a  private  or  a  public  company,  and 
give  Lindley*s  definition. 

In  the  case  of  mining  companies,  dividends  are 
frequently  paid  irrespective  of  any  period,  and  on  the 
occasions  when  the  company  has  any  funds  to  do  so, 
unless,  of  course,  the  dividend  is  stated  to  be  for  a 
specific  period.  This  is  an  exception  to  the  rule  as  to  the 
dividends  of  public  companies  being  apportionable. 

Profits  and  losses  on  buying  and  selling  shares  are 
carried  to  capital.  Where  the  proceeds  of  an  investment 
are  bequeathed  absolutely,  the  legatee  or  remainderman 
will  receive  the  benefit  of  any  dividend  that  is  accruing. 
There  will  be  no  apportionment,  the  whole  of  the  proceeds 
being  capital.  On  the  other  hand,  if  stock  is  bought  with 
a  dividend  accrued  on  it,  the  tenant-for-life  will  get  the 
benefit  of  the  same.  {In  re  Duf ;  Mutthbury  v. 
MuttUbury.) 

In  the  case  of  a  bonus  paid  by  a  company,  it  was  decided 
in  the  case  of  Bouch  and  Sprouh  that  when  a  bonus  is  paid 
out  of  iMt>fit8  previously  set  aside,  and  takes  the  form  of 
an  issue  of  paid  up  shares,  such  bonus  is  to  be  treated  for 
the  pBipose  of  apportionment  as  capital.  As  the  case  of 
In  re  Hoare  Gf  Co.,  Lim.,  has  been  reversed  in  the  Court  of 
Appeal,  a  company  can  pay  such  a  bonus,  even  if  it 
necessitates  drawing  on  an  existing  reserve  fund.  If  a 
question  merely  states  that  an  executor  receives  a  bonus 
from  a  company,  your  answer  should  be,  **  I  should  write 
*"  to  the  secretary  of  the  company  in  question,  and  ask  him 
'to  inform  me  in  what  light  his  directors  regarded  the 
"bonus,  if  it  is  in  the  nature  of  capital  qr  of  profits,  and 
'  deal  with  it  accordingly."  In  the  case  of  Wkifehead  and 
WMiteheadt  it  was  held  that  when  a  company  paid  off 
cumulative  preferential  bonds,  together  with  arrears  of 
interest  on  them,  the  whole  of  such  payment  was  capital. 
If  the  assets  include  preference  shares  (not  described  as 
ctnnalative)  in  a  limited  company,  and  on  which  the  full 
dividends  have  not  been  paid,  the  executor  should  see  the 
company's  articles  of  association,  as  in  the  case  of  Earle 
astd  Webb  it  was  held  that  in  the  absence  of  any  provisions 
in  the  articles  preference  shares  were  to  be  considered  as 
cmnnlarive. 

As  xt^ards  the  account  which  has  to  be  submitted  by  an 
executor  ^^len  applying  for  a  grant  of  probate,  the 
following  points  should  be  remembered. 

As  to  the  assets,  do  they  include  any  of  the  following 
cL 


Really  situated  in  a  foreign  country. 

HetrlooiDS  which  cannot  be.  disposed  of,  and  which  do 
not  produce  any  income. 

Personalty  situated  ahfoad  of  which  the  testator  was  not 


the  owner,  but  only  had  a  life  interest  in,  and  which 
did  not  become  a  British  trust,  or  revert  to  a  British 
trustee  at  his  death. 

If  any  of  these  classes  of  property  form  part  of  the 
estate  they  are  not  liable  for  estate  duty. 

As  regards  the  liabilities,  the  following  will  not  be 
allowed  as  deductions:  — 

Voluntary  bonds  and  debts  other  than  for  valuable 
consideration. 

Arrears  of  voluntary  pensions  and  allowances  to 
servants. 

Debts  due  on  realty  in  foreign  countries. 

Debts  due  in  British  possessions  and  on  foreign  per- 
sonalty, if  they  exceed  the  value  of  the  property. 

Debts  which  have  not  been  contracted  to  be  paid  in  the 
United  Kingdom,  nor  are  charged  on  any  property 
in  the  United  Kingdom,  and  where  there  is  no  pro- 
perty situated  out  of  the  United  Kingdom  liable  for 
duty  in  it,  from  which  they  can  be  deducted. 

Funeral  expenses  not  in  keeping  with  the  deceased's 
position  in  life. 

The  cost  of  erecting  a  tombstone,  bringing  the  body  from 
abroad,  and  purchasing  mourning  for  the  servants. 

Estate  duty  payable  on  realty  under  the  Land  Transfer 
Act,  1897,  must  not  be  included  by  an  executor  among 
testamentary  expenses. 

Duty  paid  on  personalty  in  a  foreign  country  may  be 
deducted  from  the  personalty  liable  for  estate  duty  in  the 
United  Kingdom.  As  regards  property  situated  in  a 
British  possession,  the  value  of  both  the  realty  and  per- 
sonalty must  be  added  to  the  estate,  axkd  the  amount  of 
any  duty  payable  thereon  in  a  British  possession  may  be 
deducted  from  the  amount  of  estate  duty  payable  in  this 
country.  This  does  not,  however,  apply  to  Burma. 
Estate  duty  is  payable  on  the  principal  value  aggregated, 
subject  to  certain  deductions  of  all  property,  real  and 
personal,  settled  or  not  settled,  which  passes,  or  is  deemed 
to  pass,  on  the  death  of  any  person.  The  executor  must 
value  the  assets.  In  the  case  of  stocks  and  shares^  they  are 
to  be  taken  at  one-quarter  above  selling  price.  Furniture, 
pictures,  &c.,  should  be  valued  by  a  professional  valuer; 
other  property  should  be  valued  in  accordance  with  an 
estimate  of  what  it  would  fetch  if  sold  in  open  market. 
The  Inland  Revenue  Commissioners  can  order  an  official 
valuation,  if  they  think  fit. 

No  duty  is  payable  on  works  of  art,  &c.,  which  do  not 
yield  income,  unless  and  until  they  are  sold,  or  come  into 
the  possession  of  any  person  competent  to  dispose  of  them, 
irrespective  of  whether  he  has  any  intention  of  doing  so  or 
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not.  It  would  appear,  therefore,  that  a  private  indiyidual, 
being  a  tenant-for-life  of  articles  coming  within  this  sec- 
tion, would  render  himself  liable  for  duty,  if  he  charged  a 
fee  for  exhibiting  them.  Where  the  deceased  person  was 
entitled  by  law  to  the  rents  and  profits  of  real  property  of 
his  wife,  and  has  died  during  her  lifetime,  such  property 
shall  not  be  deemed  to  pass  by  reason  of  her  then 
becoming  entitled  to  the  property  in  virtue  of  her  former 
interest. 

In  the  case  of  an  officer  killed  in  war,  or  dying  from 
accidents,  wounds,  or  disease  contracted  in  connection 
therewith  within  twelve  months  before  death,  the  Treasury 
may  remit,  or,  if  paid,  repay,  up  to  an  amount  not  exceed- 
ing £iso  in  any  one  case,  the  whole  or  any  part  of  the 
death  duties  in  respect  of  property  passing  to  the  widow  or 
lineal  descendants  of  the  deceased,  if  the  total  value  of  the 
estate  for  the  purpose  of  estate  duty  does  not  exceed 
;f5.ooo.  This  Act  does  not  apply,  however,  to  lineal 
ascendants.  Therefore  any  part  of  the  property  passing  to 
a  father  or  mother  would  be  liable  for  estate  duty. 

If  the  estate  includes  a  reversionary  interest  not  fallen 
in  at  the  date  of  death,  then  the  executor  can  either  pay 
it  with  the  rest  of  the  duty  or  when  it  falls  due,  but  he 
must  include,  for  the  aggregate  value  of  the  estate,  its 
estimated  value  at  the  date  of  death.  If  he  waits  until  it 
reverts  to  the  estate,  then  he  must  add  the  amount  which 
it  has  actually  realised  to  the  total  value  of  the  rest  of  the 
estate,  for  the  purpose  of  ascertaining  the  scale  under 
which  the  reversion  is  payable.  For  example,  a  rever- 
sionary interest  not  fallen  in  at  the  date  of  death  is 
estimated  for  the  purpose  of  ascertaining  the  aggregate  of 
an  estate  at  ;f  600. 

Including  this  estimate,  the  net  value  of  the  estate 
amounts  to  ;f9,9oo,  and  duty  at  the  rate  of  3  per  cent,  is 
paid  on  the  estate,  less  the  reversion.  The  reversion  falls 
in,  and  realises  £Soo,  an  increase  of  ;£2oo  over  the  amount 
estimated  for  estate  duty,  which  brings  the  aggregate  to 
;f  10,100.  Duty,  therefore,  would  have  to  be  paid  on  the 
reversion,  ;^8oo,  at  4  per  cent.,  the  tofkl  aggregate  of  the 
estate  exceeding  ;f  10,000. 

If  the  net  value  of  the  realty  and  personalty  liable  for  estate 
duty  (not  including  property  settled  otherwise  than  by  the 
will  of  the  deceased)  does  not  exceed  /i.ooo,  this  property 
is  not  to  be  aggregated  with  the  settled  property,  and  the 
principal  value  of  the  property  is  liable  for  estate  duty,  but 
no  succession,  legacy,  or  settlement  estate  duty  is  payable. 

In  the  case  of  small  estates,  where  a  fixed  duty  is  payable, 
the  executor  has  the  option  of  paying  on  the  ad  vahrem 
scale. 

No  duty  is  payable  where  a  person  has  created  a  life 
interest  in  his  property,  and  on  the  termination  of  the 
interest  the  property  reverts  to  himself. 


The  Commissioners  may  on  certain  terms  allow  the  post- 
ponement of  payment  of  the  duty,  if  they  are  of  opinion 
that  the  immediate  sale  of  the  property,  in  order  to  meet 
the  duty,  will  involve  a  considerable  sacrifice.  This  duty  is 
payable  at  the  option  of  the  accounting  party  either  by 
eight  yearly  or  sixteen  half-yearly  instalments,  the  first 
instalment  being  due  at  the  end  of  twelve  months  from  the 
death,  with  interest  at  3  per  cent,  from  that  date,  and  the 
interest  due  on  the  unpaid  duty  is  added  to  each  instalment. 

The  estate  duty  on  annuities  may  be  paid  by  four  equal 
yearly  instalments,  the  first  of  which  shall  be  due  at  the 
end  of  twelve  months  from  the  date  of  death,  and  after  the 
expiration  of  those  twelve  months  interest  on  the  unpaid 
portion  of  the  duty  shall  be  added  to  each  instalment. 

In  the  case  of  agricultural  property  where  no  part  of  the 
principal  value  is  due  to  the  expectation  of  an  increased 
income  from  such  property,  the  principal  value  is  not  to 
exceed  twenty-five  years'  purchase  of  the  annual  value 
(taken  on  the  basis  of  the  assessment  under  Schedule  A). 

The  executor  should  present  his  account  and  swear  his 
afifidavit  with  the  least  possible  delay,  as  interest  runs  from 
the  date  of  death  to  the  date  of  payment  of  the  duty  at  the 
rate  of  3  per  cent. 

Settlement  Estate  Duty  is  an  additional  duty  of  i  per  cent, 
on  property  passing  by  will  or  settlement  for  a  life  interest 
only,  and  is  payable  only  once  during  the  continuation  of 
the  settlement. 

No  duty  is  payable  where  the  only  life  interest  is  that  of  a 
husband  or  wife. 

The  settled  property  does  not  pay  duty  unless  the  net 
value  thereof  exceeds ;( 1,000. 

Aggregation  is  not  to  take  place  more  than  once  as  to 
property  passing  on  any  death. 

Settlement  estate  duty  in  respect  of  a  legacy  settled  by 
the  will  of  the  decease;!  shall  (unless  the  will  directs  other- 
wise) be  payable  out  of  the  settled  legacy  or  personal 
property. 

The  duties  now  in  force  are  as  follows :— Estate  Duty, 
Settlement  Estate  Duty,  Legacy  Duty,  and  Succession 
Duty. 

The  scale  of  duties  are  as  follows : — 

Small  Estates. 

EstaU  Duty, 

£  s   d 

Under  jCioo  gross  value Free 

Above  /loo,  but  not  exceeding  £yio  gross  value        x  10    o 
..      /300       .»  Digitize{ffi^oL::jOOQlO  10    o 
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Ordinary  Rate. 

(Finance  Act,  1894) 

Estaie  Duty, 

Per  cent. 

Net  value  /    s    d 

Exceeds  ^100,  not  exceeding  /S^o  . .   i     00 

,,  500  »,  1,000  ..200 

.,  1,000  ,,  10,000  ..3    00 

,,  10,000  .,  25,000  ..400 

•I  25,000  „  50,000  ..  4  10    o 

50,000  „  75»ooo  ..500 

„  75.000  ,,  100,000  ..  5  10    o 

,,  100,000  „  150,000  ..600 

,,  150,000  ,,  250,000  ..  6  10    o 

,,  250,000  „  500.000  ..700 

„  500,000  ,,  1,000,000  ..  7  10    o 

„  1,000,000  800 

The  duty  is  due  on  the  delivery  of  the  account,  or  on  the 
expiration  of  six  months  from  the  death,  whichever  happens 
first,  and  carries  simple  interest  at  the  rate  of  3  per  cent,  per 
annum,  vathout  deduction  for  income-tax,  from  the  date  of 
the  death  to  the  date  when  the  duty  is  paid. 

Scale  of  Legacy  and  Succession  Duty. 

The  I  per  cent,  duty  for  lineal  ascendants  and  descendants 
is  practically  obsolete. 

Brothers  and  Sisters  3  per  cent. 

Uncles  and  Aunts 5        ,, 

Great  Uncles  and  Aunts 6        „ 

Any  other  persons 10        „ 

Legacy  Duty  is  payable  on  the  principal  value  of 
all  personal  property  (excluding  leaseholds  and  legacies 
charged  on  or  payable  out  of  the  proceeds  of  realty)  given 
by  will  or  devolving  on  an  intestacy,  provided  that  the 
deceased  at  his  death  was  domiciled  in  this  country.  The 
following  are  the  exemptions  from  legacy  duty  : — 

{a)  The  Royal  Family. 

(6)  Husband  or  Wife. 

{c)  Estates  under  /lOo. 

{d)  Estates  whose  gross  value  does  not  exceed  ;^5oo,  and 

upon  which  the  fixed  duty  of  £1  los.  or  £2  los.  has 

been  paid. 

{i)  Where  the  net  value  of  the  estate  (including  property 
settled  otherwise  than  by  will)  does  not  exceed  ;^i,ooo, 
and  the  estate  duty  or  fixed  duty  has  been  paid. 
An  annuity  and  a  donatio  mortis  causa  are  both  deemed  to 
be  legacies,  and  are  subject  to  the  proper  duties. 

Succession  Duty  is  a  duty  payable  on  the  principal  value 
{a)  of  all  gifts  or  successions  to  real  estate,  including  lease- 
holds (6)  :— 


(a)  It  is  now  assessed  on  the  principal  value  of  the 
property  after  deducting  the  estate  duty  payable,  and 
the  cost  of  raising  and  paying  the  same. 

Prior  to  the  Finance  Act,  1894,  i^  ^^  based  on  the 
value  of  an  annuity  for  the  life  of  the  successor  equal 
to  the  yearly  income  from  the  property. 

(b)  It  must  be  remembered  that  leaseholds  pay  succession 
duty. 

The  chief  exemptions  to  succession  duty  are : — 

(a)  The  Royal  Family. 

(b)  Husband  or  Wife. 

{c)  Lineal  ascendants  or  descendants  (the  i   per  cent. 

duty). 
((Q  Where  principal  value  does  not  amount  to  /loo. 
[e)  Gross  value  of  estates  not  exceeding  ;^5oo,  and  fixed 
duty  of  £1  los.  or  £2  los.  has  been  paid.    This  is 
exclusive  of  property  settled  otherwise  than  by  the 
will  of  the  deceased. 
(/)  Where  net  value  of  such  property  does  not  exceed 

;^i,ooo,  and  fixed  or  estate  duty  has  been  paid. 
(g)  Successions  to  livings  until  sold. 
As  to  personal  or  moveable  property  not  situated  in  the 
United   Kingdom,   legacy  and    succession    duty    on   such 
property  are  payable  as  follows  : — 

(a)  If  the  deceased  was  domiciled  in  the  United  Kingdom. 

(b)  If  it  is  comprised  in  an  English  settlement. 

{c)  The  share  of  a  deceased  partner  who  died  domiciled 
in  the  United  Kingdom.  This  will  extend  to  real 
estate  belonging  to  the  partnership,  with  the  exception 
of  real  estate  not  situated  in  the  United  Kingdom, 
legacies  charged  thereon,  or  the  proceeds  thereof,  if 
it  is  directed  to  be  sold. 

If  asked  at  an  examination  to  prepare  an  Estate  Account, 
and  to  show  the  duties  payable,  it  is  a  good  plan  to  look 
through  the  items  given  you  and  see  if  all  of  them  can  be 
included  in  the  Estate  Duty  Account.  If  that  is  so,  then 
the  account  will  answer  a  double  purpose — viz..  Estate  Duty 
Account  and  Estate  Account.  But  if  the  question  contains 
such  items  as  realty  in  a  foreign  country,  and  debts  that 
cannot  be  charged  against  the  account,  then  if,  as  is  generally 
the  case  in  the  Executorship  papers,  you  are  pressed  for  time, 
you  might  make  an  adjustment  account  as  follows  :— Carry 
to  the  credit  of  the  Estate  Account  the  balance  of  the  Estate 
Duty  Account,  credit  it  with  the  value  of  any  assets  that  are 
not  liable  for  duty,  such  as  foreign  realty,  debit  it  with  any 
debts  and  expenses  that  the  Commissioners  will  not  allow  to 
be  charged,  and  the  balance  will  be  the  balance  of  your 
Estate  Account.  If  you  have  sufficient  time,  set  out  the 
account  for  probate  in  the  prescribed  form,  and  an  Estate 
Account   as    well.      When    making   up    an   Estate    Duty 
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Account  the  executor  must  include  among  the  assets  the  pro- 
portion of  all  income— capable  of  being  apportioned — to  the 
date  of  death,  and  charge  the  account  with  any  interest,  rent, 
&c.,  that  may  be  due  by  the  estate  to  that  date. 

If  the  date  of  obtaining  probate  is  stated,  then  add  3  per 
cent,  interest  on  the  sum  liable  for  duty  to  the  amount 
payable,  calculated  from  the  date  of  death  to  the  date  of 
probate. 

In  preparing  a  Residuary  Account  you  credit  it  with  the 
balance  of  the  Estate  Account  and  debit  it  with  the  various 
legacies,  &c.,  and  show  the  relationship  to  the  deceased  of 
each  legatee,  &c.,  and  the  amount  of  duty  payable  by  each. 

The  executor  should  keep  a  Cash  Book  and  Ledger,  and 
full  detail  should  be  shown  on  the  face  of  each  Ledger 
Account.  By  doing  so  he  need  only  show  the  beneficiaries 
the  Ledger,  instead  of  having  to  show  them  both  the  Journal 
and  the  Ledger. 

This  is  the  plan  recommended  by  Mr.  O.  HoltCaldicott,  of 
Birmingham,  to  whom  I  was  fortunate  enough  to  be  articled. 

In  an  estate  that  includes  numerous  tenancies  it  may  be 
necessary  to  make  use  of  a  Journal,  but  not  as  a  general  rule* 

The  accounts  should  be  kept  on  a  cash  basis — i.e.,  "An 
account  of  all  moneys  come  to  the  hands  of  the  executors." 

It  is  a  convenience  to  have  separate  columns  in  the  Ledger 
Account,  showing  the  cost  of  the  investments  and  the  income 
derived  from  them,  as  the  principal  is  easily  taken  out,  and 
the  income  should  alwajrs  be  balanced  by  the  cash  receipts. 

An  executor  should  have  his  accounts  ready  at  all  times 
for  inspection  by  the  beneficiaries. 

Candidates  for  the  examination  should  bear  in  mind  the 
fact  that  the  Rights  and  Duties  papers  now  include  trustees 
under  wills  and  settlements.  Within  the  last  few  years 
questions  have  been  set  on  authorised  securities,  and  on  a 
trustee  under  a  deed  of  appointment. 

It  may  perhaps  be  inferred,  therefore,  that  the  word 
'*  trustee  "  does  not  relate  only  to  trustees  in  bankruptcies, 
schemes,  and  deeds,  but  that  it  applies  also  to  trustees  under 
wills  and  settlements. 

A  deed  of  appointment  under  a  will  gives  the  person 
appointed  the  power  of  distributing  the  testator's  property 
at  some  future  date. 

The  Court,  if  an  application  is  made  to  it  by  an  interested 
party,  considers  the  position  of  the  person  appointed,  whether 
he  is  pecuniarily  interested  or  not,  or  if  he  intends  to  make 
use  of  his  position  for  his  own  benefit  or  that  of  his  children. 

Where  there  are  young  children  or  grandchildren  to 
inherit,  such  a  deed  is  frequently  advantageous,  as,  by  the  time 
they  come  of  age,  circumstances  regarding  them  may  have 


considerably  altered,  and  the  trustee  can  then  use  his  dis- 
cretion as  to  the  disposal  of  the  funds,  knowing  the  exact 
position  of  afifairs. 

If  the  deed  contains  a  clause  directing  that  the  income 
shall  be  accumulated,  the  terms  of  it  must  comply  with  the 
provisions  of  Thellusson's  Act. 

Before  concluding,  I  will  mention  the  main  pomts  in  the 
Judicial  Trustees  Act,  1896. 

The  application  to  the  Court  for  the  appointment  of  a 
trustee  under  this  Act  may  either  be  made  by  the  person 
creating  the  trust,  or  by  a  trustee  himself,  or  by  a  bene- 
ficiary. The  Court  may  appoint  a  person  either  jointly  with 
another  person  or  as  sole  trustee,  and,  if  good  cause  is 
shown,  in  place  of  existing  trustees. 

The  Court  can  give  any  general  or  special  directions  they 
think  fit  to  the  trustee. 

The  Court  fixes  the  remuneration  of  the  trustee. 

The  accounts  of  the  trustee  must  be  audited  once  in  every 
year  and  a  report  made  thereon  by  a  person  appointed  by 
the  Court,  and  the  Court  can  order  an  inquiry  to  be  made 
into  any  transactions  of  a  judicial  trustee. 

An  important  provision  —  which  applies  not  only  to 
judicial  trustees  under  this  Act,  but  to  all  trustees — is  that, 
if  a  trustee  is  personally  liable  for  a  breach  of  trust,  but  has 
acted  honestly  and  reasonably,  and  ought  fairly  to  be 
excused  for  having  omitted  to  obtain  directions  from  the 
Court,  in  the  matter  in  which  he  committed  such  breach  of 
trust,  then  the  Court  may  relieve  the  trustee,  either  wholly 
or  in  part,  from  personal  liability  for  the  same. 


IRCVlCXQB. 


Official  Directory  of  tlie  Cliartered  Accountants  of 
Scotland. 


Edinburgh,  1905  :  William  Blackwood  &  Sons. 

The  Year  Book  of  the  Scottish  Chartered  Societies, 
which  is  dated  October  last,  is  upon  the  same  lines 
as  the  previous  issues,  and  therefore  contains  the  same 
advantages.  We  note  with  interest  that  no  less  than  115 
meml>ers  are  stated  to  be  in  practice  in  London,  against  284 
at  Edinburgh  and  Leith,  and  326  at  Glasgow.  There  arq 
nearly  ten  times  as  many  Edinburgh  Chartered  Accountants 
practising  in  London  as  there  are  in  Glasgow,  and  more  than 
four  times  as  many  Glasgow  members  in  London  than  there 
are  in  Edinburgh,  while  at  Aberdeen  itself  there  are  only  2x 
more  members  of  the  Aberdeen  Society  than  are  recorded  as 
practising  in  London.  Digitized  by  GoOgle 
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Handbook  of  the  Bxaminations  of  the  Institute 
of  Bankers  In  Scotland. 


By  John  G.  Johnston. 


Edinburgh,  1905 :  The  Darien  Press,  Bristo  Place.    Third 
Edition,  revised  and  enlarged.    Price  is.  net. 

This  is  not.  as  the  title  might  lead  the  reader  to  suppose, 
an  official  guide  to  the  examinations  of  the  Institute  of 
Bankers  in  Scotland,  but,  for  all  that,  the  information  pro- 
vided appears  to  be  very  complete,  and  of  some  little  interest. 
Both  the  Associates  examination  and  the  Members  examin- 
ation are  dealt  with,  and  there  is  a  useful  Appendix  providing 
information  on  bankers'  interest,  discount,  and  commission, 
and  other  matters  of  interest. 


personal* 


Mr.  Francis  Atkin,  Chartered  Accountant,  announces 
that  he  has  removed  fromCobden  Chambers.  Pelham  Street, 
to  I  Wheeler  Gate  (South  Parade  Corner),  Nottingham, 
and  that  he  is  taking  into  partnership  his  son  Percy  Francis 
Atkin,  who  served  his  articles  with  him  and  has  recently 
pjtssed  the  Final  Examination  of  the  Institute  of  Chartered 
Accountants  with  Honours.  The  practice  will,  in  future,  be 
carried  on  under  the  firm  name  of  Francis  Atkin  &  Son. 

Messrs.  Carter  &  Co.,  Chartered  Accountants,  of 
33  Waterloo  Street,  Birmingham,  announce  that  they  have 
taken  into  partnership  Mr.  Warren  J.  Jones,  who  has  been 
associated  with  them  for  more  than  thirty  years. 

Mr.  Thomas  Paton,  Chartered  Accountant,  of  23  Cheap- 
side,  Bradford,  announces  that  he  has  taken  into  partnership, 
as  from  ist  January  1906,  Mr.  Charles  William  Boyce, 
A.C.A.,  who  has  hitherto  been  in  practice  at  Halifax  Com- 
mercial Bank  Chambers,  Bradford,  and  that  the  style  of  the 
firm  will  remain  Thomas  Paton  &  Co. 

Mr.  Arthur  E.  Peasegood,  Chartered  Accountant,  has 
removed  from  27  Scale  Lane,  to  Crown  Chambers,  Land-of- 
Gfeea-Gioger,  Hull. 

Messrs.  Rawlings  &  Wilkinson.  Chartered  Accountants, 
of  Sunderland,  announce  that  they  have  taken  into  partner- 
ship Mr.  Arthur  Walton  Holey,  A.C.A.,  who  served  his 
articles  with  them,  and  has  been  with  them  for  upwards  of 
nine  years.    The  firm's  name  will  remain  unchanged. 

Messrs.  Tilly,  Brown  &  Pbet,  Chartered  Accountants* 
have  removed  from  37  Queen  Victoria  Street,  E.C.,  to 
10  Coleman  Street,  E.C. 


Mr.  W.  T.  Walters,  F.S.A.A.,  of  Yeovil,  has  been 
appointed  by  the  Lords  Commissioners  of  the  Treasury  a 
Public  Auditor  under  the  Friendly  Societies  Act,  1896.  and 
the  Industrial  and  Provident  Societies  Act,  1893. 

Messrs.  Wenham,  Angus  &  Co..  Chartered  Accountants, 
10  Walbrook.  E.C,  announce  that  Mr.  Reginald  A.  Wenham, 
M.A.,  A.C.A..  the  eldest  son  of  Mr.  Arthur  Wenham, 
F.C.A.,  has  been  admitted  as  a  principal  of  their  firm. 


Aeetlnga  tor  tbe  eiiBulitg  Meed* 


Tuesday  —  Institute     of     Chartered     Accountants.  — 

Examination  Committee,  at  2  p.m. 
Wednesday — Institute    of     Chartered    Accountants. — 

Finance  Committee,   12.30  p.m. ;  Council  Meeting,  2 

p.m. 
Friday, — Leeds   and  District    Chartered  Accountants 

Students'    Association.  —  Lecture,    "  Rights    and 

Duties  of  the  Officers  of  a  Company,"  by  Mr.  R.  A. 

Chadwick,  M.A.,  LL.M. 


failures  anD  BUI0  ot  Sale  in  £n0lan& 
anD  Male0. 

According  to  Kemp's  Mercantile  Gazette^  the  total  number 
of  commercial  foulures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  Dec.  29th,  was  73,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  London  Gautte, 
28 ;  Deeds  of  Arrangement  registered,  45.  The  respective 
numbers  in  the  corresponding  week  of  1904  were : 
Bankruptcies,  41 ;  Deeds  of  Arrangement,  49  -total,  90 ; 
being  a  decrease  of  17.  The  total  number  of  commercial 
failures  recorded  during  the  52  weeks  of  1905  was  8,943 ; 
the  total  number  recorded  in  the  corresponding  52  weeks 
of  1904  was  8,876,  showing  an  increase  of  67. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday. 
Dec.  29th,  was  in.  The  number  in  the  corresponding  week 
of  1904  was  96,  showing  an  increase  of  15.  The  total 
number  filed  during  the  52  weeks  of  1905  was  8,441 ;  the 
total  number  filed  in  the  corresponding  52  weeks  of  1904 
was  7,905,  showing  an  increase  of  336. 


Debentures. 


The    Mortgages    and     Charges    registered    by    limited 
companies    in    England    and    Wales    during    the    week 
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ending  Friday,  Dec.  29th,  amounted  to  /i,  143, 168,  by  way 
of  addition  to  ;f 872,371,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  1904  was  /i  ,586,873,  showing  a  decrease  of 
^443, 705.  The  total  amount  registered  during  the  52  weeks 
of  1905  was  ;f 77,795, 353  (in  addition  to  the  issues 
in  previous  years  by  the  same  companies),  as  compared  with 
;f  82,528,610,  for  the  corresponding  52  weeks  in  1904,  showing 
a  decrease  of  /4.733»257- 


The  Profession  in  Scotland. 


COURT    OF    SESSION. 


Edinburgh.— Second  Division. 


Before  the  Lopd-Justice  Clerk  and  a  Jury. 

Dec.  26-29. 

lis.  K.  Webster  y.  James  Aitken. 

An  Accountant's  Slander  Action. 

The  trial  was  begun  on  the  26th  ult.  of  the  action  in 
which  William  Keith-  Webster,  accountant,  Castle 
Chambers,  55  West  Regent  Street,  Glasgow,  sues  James 
Aitken,  writer,  220  St.  Vincent  Street,  Glasgow,  for 
;^2,ooo  damages  for  alleged  slander.  The  pursuer  has 
been  resident  in  Glasgow  for  the  last  twenty  years.  At 
first  he  carried  on  business  as  an  insurance  agent,  and 
latterly  as  an  accountant.  His  complaint  was  that  during 
1902-3,  when  conducting  judicial  proceedings  on  behalf  of 
a  client,  the  defender  made  statements  affecting  very 
seriously  the  pursuer's  character  and  reputation  as  a  busi- 
ness m<an,  and  this  action  was  brought  to  vindicate  his 
character  and  to  recover  damages  for  the  aspersions  cast 
upon  liim.  The  defender  denied  having  slandered  the 
pursuer,  and  maintained  that  any  statements  made  by  him 
were  privileged  and  were  true.  Five  issues  were  sub- 
mitted on  behalf  of  the  pursuer.  In  the  first  the  jury  were 
asked  to  say  whether,  in  July  1902,  and  in  his  office  at 
220  St.  Vincent  Street,  the  defender  falsely  and  calumni- 
ously  said  he  was  fully  satisfied  that  the  methods  of 
flotation  employed  by  the  pursuer  were  a  fraud  upon  the 
public.  The  second  issue  is  whether,  on  12th  or  13th  June 
1903,  and  in  his  office,  the  defender  falsely  and 
calumniously  said  that  the  directors  of  the  Glasgow  and 
Transvaal  Options  (of  which  the  pursuer  was  one)  were 
some  of  a  gang  who  were  preying  on  the  public,  and  who 

id  gut  up  this  and  other  companies  fur  the  purpose  of 


drawing  salaries  from  them,  and  especially  the  pursuer, 
who  got  up  companies  for  this  purpose,  and  that  the  gang 
could  not  be  trusted,  meaning  to  represent  that  the  pur- 
suer was  a  person  who  cheated  the  public  and  promoted 
companies  for  the  purpose  of  dishonestly  drawing  salaries 
therefrom?      The    third    issue    is    whether,    about    the 
beginning    of    August    1903    the    defender    falsely    and 
calumniously  said  that  he  was  performing  a  public  duty 
in  exposing  men  who  were  not  only  preying  upon  the 
public,  but  lowering  the  whole  commercial  morality  of  the 
city  of  Glasgow?    The  fourth  issue  is  whether,  about  the 
end  of  April  1903,  the  defender  falsely  and  calumniously 
said  that  he  had  been  instructed  to   raise   two   actions 
against   the  pursuer    and    the    Glasgow   and   Transvaal 
Options,  Lim.,  and  that  although  it  had  been  held  forth 
by   the  pursuer   that   that   company   held    a   number  of 
options,  they  were  not  in  possession  of  a  single  one,  and 
that  the  whole  thing  was  a  fraud  from  beginning  to  end, 
meaning  thereby  to  represent  that  the  pursuer  had  been 
guilty  of  the  fraud?    The  fifth  issue  is  whether,  in  the 
month  of  April  1903,  the  defender  falsely  and  calumni- 
ously said  that  the  pursuers  and  others  connected  with  the 
New    Pneumatic    Ordnance   Syndicate,    Lim.,    were   per- 
petrating fraud  upon  the  public,  and  that  the  whole  matter 
of  that  company  was  a  fraud,  and  that  the  pursuer  and  his 
friends    were    a    parcel    of    swindlers?      The    following 
counter-issues    are.    submitted     by     the    defender: — (i) 
Whether  the  pursuer  promoted  or  assisted  in  promoting 
the  following  companies: — The  Glasgow  and  Transvaal 
Options,  Lim.,  the  Glasgow  Mexican  Options,  Lim.,  and 
the  New  Century  Pneumatic  Ordnance  Syndicate,  Lim., 
and  whether  the  miethods  employed  by  the  pursuer  in  the 
promotion  of  these  companies,  or  some  of  them,  were  a 
fraud  upon  the  public?    (2)  Whether  the  pursuer  promoted 
or  assisted  in  pro-moting  the  following  companies,  or  some 
of   them,    viz.  : — The   Gltasgow   and   Transvaal    Options, 
Lim.,   the   Glasgow    Mexican    Options,    Lim.,   the    New 
Century  Pneumatic  Ordnance  Syndicate,  Lim.,  the  English 
and    Scottish    Industrials,    Lim.,    the    Spanish    Pioneers, 
Lim.,    the   Pontevedra    Tin    Mines,    Lim.,    the    Mediter- 
ranean    Mines     Development     Corporation,     Lim.,     tho 
Moraleja  Gold   Bearing   Alluvial   Concession,    Lim.,    the 
Tras  Os  Montes  Development  Corporation,  Lim.,  and  the 
Rex  Metal  Syndicate,  Lim.  ?    Whether  these  companies,  or 
some  of  them,  have  done  no  business  and  have  paid  no 
dividends?     WTiether  the  companies,   or  some   of   them, 
were,  in  the  knowledge  of  the  pursuer,  companies  without 
substance  and  without  the  means  of  doing  genuine  busi- 
ness?   Whether,  nevertheless,  the  pursuer,  by  himself,  or 
through  others>  endeavoured  to  induce  and  did  induce 
numbers  of  persons  to  take  shares  in  them  or  some   of 
them?    Whether,  in  assisting  to  promote  these  companies, 

or  some  of  them,  the  pursuer  sent/^  cauaed^f) J?e  sent. 
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circulars  and  letters  to  a  number  of  persons,  which  con- 
tained false  and  fraudulent  representations  for  the  purpose 
of  inducing  such  persons  to  take  shares  in  the  companies? 
And  whether  the  companies,  or  some  of  them,  were  pro- 
moted by  the  pursuer  for  the  purpose  of  dishonestly  draw- 
ing salaries  and  other  profits  therefrom?    (3)  Whether  the 
companies  mentioned,  or  some  of  them,  have  failed  to  do 
any  business,  and  have  paid  no  dividends,  and  were  from 
the  beginning,  to  the  pursuer's  knowledge,  companies  of 
no  stabilities  or   substance,   and   without  the   means   or 
prospect  of  doing  genuine  business,  and  whether  the  pur- 
suer in  this  knowledge  induced  numbers  of  persons  to 
take    shares   in   the   companies   or   some   of   them?     (4) 
Whether,  in  assisting  in  the  promotion  of  the  Glasgow 
and  Transvaal  Options,   Lim.,  the  pursuer  in  the  early 
part  of  1902  drew  up  and  issued  from  his  office  to  a  num- 
ber of  persons  a  document  which  falsely  and  fraudulently 
represented  that  Mr.  David  Eraser  had  the  right  to  about 
100  options  in  the  Transvaal,   which  he  had  agreed  to 
transfer  to  the  company,  the  fact  being,  as  the  pursuer 
well  knew,  that  Mr.  Fraser  had  not  acquired  right  to  any 
such  options?    Whether  that  company  has  failed  to  pay 
a  dividend   and  has  done  no  real  business,  and  was  from 
the  beginning,  to  the  knowledge  of  the  pursuer,  a  com- 
pany without  substance  or  the  means  of  doing  any  genuine 
business,  and  was  promoted  by  the  pursuer  in  that  know- 
ledge?   (5)  Whether  the  New  Century  Pneumatic  Ordnance 
Syndicate  has  failed  to  do  any  business,  and  has  paid  no 
dividend,   and  has  been  wound  up,  and  was  from  the 
beginning,  in  the  knowledge  of  the  pursuer,  a  company 
with   no  substance  or  stability,   and  with  no  oieans  or 
prospect  of  success?    Whether  the  pursuer  in  that  know- 
ledge,    nevertheless,     by     himself     or     through    others, 
endeavoured   to   induce,    and    did    induce,    numbers   of 
persons  to  take  shares  in  the  company?    Whether,  in  con- 
nection with  the  company,  the  pursuer  issued  a  circular, 
dated   3rd  August  1901,  containing  false  and  fraudulent 
representations  for  the  purpose  of  inducing  an  erroneous 
belief  in  the  stability  of  the  syndicate  in  the  minds  of 
persons  reading  them?     And  whether  the  pursuer  fraudu- 
lently, in  the  knowledge  that  the  syndicate  had  no  sub- 
stance or  stability,  disposed  of  a  large  number  of  shares 
received  by  him  as  vendor  to  a  number  of  members  of 
the  public? 

On  the  29th  ult.  the  Lord-Justioe  Clerk,  in  charging  the 
juiy,  said  that  was  a  serious  case  indeed,  as  serious  a 
case  as  could  come  before  a  civil  jury.  If  one  view  of  the 
case  vrere  taken  it  involved  the  strongest  possible  results — 
practically  ruinous  results  to  the  party  who  was  unsuccess- 
ful. The  defender  was  stated  to  have  vindicated  himself 
against  having  uttered  certain  slanders,  but  he  took  upon 
himself  the  burden  of  proving  that  if  he  uttered  them  they 
were  not  slanderousf    While  the  case  was  necessarily  one 


of  a  very  serious  nature  indeed  for  the  pursuer,  that  must 
make  the  jury  careful  not  to  be  deterred  from  doing  their 
duty  if  they  saw  it  to  be  their  duty  to  hold  that  the  pur- 
suer ofiended  in  the  particulars  set  forth  in  the  counter 
issues.  If  the  offences  were  proved,  it  was  their  duty  to 
say  so,  however  painful  such  a  duty  might  be.  On  the 
ether  hand,  if  the  defender  had  failed  to  make  oui  these 
allegations  of  his,  the  pursuer  was  entitled  to  their  verdict 
on  the  counter  issues.  Here  they  were  dealing  with  the 
case  of  a  law  agent  who  was  inquiring  on  behalf  of  clients 
into  companies  promoted  by  the  pursuer,  and  the  law  was 
that  if  he  gratuitously  made  statements  affecting  the  pur- 
suer's character  which  were  false  he  would  be  answer- 
able ;  but  he  would  not  be  answerable  as  a  slanderer  if  he 
merely  put  before  these  people  the  allegations  that  were 
made  in  a  litigation  in  which  he  was  employed,  and  asked 
them  about  these  allegations.  The  pursuer*s  witnesses 
said  that  the  defender  volunteered  these  statements  not  as 
statements  in  precognition  or  with  regard  to  the  case  with 
which  he  was  dealing,  but  as  statements  of  his  own.  The 
defender  stated  that  that  was  not  so.  Therefore  they  had 
to  consider  first  the  question  whether  the  defender  was 
proved  to  have  said  these  things  independently,  or  in  the 
course  of  his  duty  as  an  agent  making  inquiries.  If  he  did 
the  former,  he  would  not  be  protected  by  the  law.  If  they 
found  that  the  pursuer  had  failed  to  make  out  his  issues 
they  would  hardly  trouble  about  the  counter  issues ;  but  if 
they  thought  the  pursuer  had  succeeded  in  that  they  would 
then  consider  the  counter  issues.  These  counter  issues 
raised  a  serious  matter  for  consideration.  That  serious 
question  was  this— Was  the  pursuer  not  merely  a  company 
promoter,  but  was  he  a  company  promoter  who  was 
engaged  in  getting  up  companies  out  of  which  he  had  to 
make  a  profit,  without  any  reasonable  ground  for  believing 
that  there  was  anything  really  substantial  in  them  at  all? 
It  would  appear  that  for  a  good  many  years  company  pro- 
moting had  been  his  business.  To  say  that  a  man  was  a 
professional  company  promoter  was  not  sufiicient  to  infer 
that  he  was  unfair  or  dishonest.  There  were  some  people 
who  had  such  tremendous  confidence  in  their  own 
abilities  to  accomplish  anything  that  they  would  take  up 
any  business  in  the  perfect  belief  that  they  had  the  brains 
and  the  will  and  the  power  to  carry  it  through  to  success. 
It  often  took  a  good  many  years  to  convince  them  that  they 
were  not  so  clever  as  they  thought  they  were.  If  it  were 
the  jury's  opinion  that  Mr.  Webster  was  in  that  position 
then  they  would  need  to  go  into  particulars  to  see  whether, 
being  a  company  promoter,  he  did  so  act  as  a  company 
promoter  as  to  come  under  the  ban  of  the  allegations 
which  were  made  in  these  counter  issues.  On  the  one  side 
there  was  this  to  be  said  in  his  favour,  that  they  did  not 
find  that  people  with  whom  he  had  dealings,  or  people 
who  had  lost  money  by  him,  wished  to  impnte  to  him  any- 
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thing  of  the  kind.  On  the  other  hand,  that  did  not  dis- 
pose of  the  question  now  that  it  was  raised  and  had  to  be 
decided  upon  the  evidence.  It  was  a  remarkable  thing 
that  there  was  a  long  string  of  companies  promoted  by  the 
pursuer,  none  of  which  had  come  to  anything  except  loss. 
It  was  for  the  jury  to  consider  whether  they  could  see  any 
trace  of  any  of  them  ever  having  had  a  reasonable  chance 
of  success.  If  a  man  were  engaged  in  promoting  com- 
panies, and  if  that  were  the  only  way  of  making  his  liveli- 
hood, he  must  go  on  in  it,  and  he  might  occasionally  hit 
upon  a  good  thing.  But  the  question  was  whether  in 
going  on  and  taking  up  these  companies,  and  the  way  he 
conducted  himself  while  carrying  them  on,  he  was  guilty 
of  what  could  be  described  In  the  words  of  these  issues. 
It  was  certainly  very  difficult,  indeed,  to  see  how  such 
companies  could  be  brought  iato  existence  and  carried  on 
to  a  stage,  and  money  taken  from  the  public  for  the  pur- 
pose of  carrying  them  on  by  anybody,  without  there  being 
very  serious  imputations  against  them.  Some  of  the 
circumstances  were  very  striking,  perhaps  none  more  so 
than  this,  that  Mr.  Webster,  who  got  very  large  sums 
allocated  to  him  in  shares  fully  paid  up  in  these  com- 
panies which  he  promoted,  when  it  was  necessary  that 
these  companies  should  be  set  up  iato  a  working  position 
by  getting  honest  money  from  the  public  if  he  could 
obtain  it,  got  considerable  sums  of  money  for  those  shares 
which  he  had  obtained  for  nothing.  The  proper  course 
necessarily  would  have  been  if  one  established  a  company 
of  that  kind  and  went  to  the  public  for  shares,  to  present 
them  with  the  shares  which  were  intended  to  be  allocated, 
independently  of  vendors'  or  promoters'  shares.  In  point 
of  fact  that  did  not  seem  to  have  been  done.  That  was  a 
very  serious  matter  indeed.  If  it .  were  true  that  the 
letters  which  Mr.  Webster  sent  out  to  numerous  people  for 
the  purpose  of  getting  them  to  buy  shares — whether  his 
own  or  the  shares  which  were  to  be  put  upon  the 
market  by  the  company — declared  that  capital  had  been 
promised  over  and  over  again,  or  declared  that  practically 
the  capital  was  all  subscribed,  and  if  these  were  not  true 
statements,  his  Lordship  was  afraid  it  was  very  difficult 
to  hold  that  he  was  not  acting  in  a  fraudulent  manner ; 
still  more,  if  he  said  that  the  shares  were  selling  at  a 
premium,  when  in  point  of  fact  they  were  not  selling  in 
the  market  at  all.  That  would  be  a  serious  matter  indeed, 
if  the  shares  he  spoke  of  were  shares  which  he  himself  had 
got  as  part  of  his  promotion  advantages.  If  what  the 
Solicitor-General  maintained  was  the  fact,  then  it  was 
very  difficult  to  say  that  these  were  honest  companies,  pro- 
moted in  an  honest  way,  and  for  honest  purposes.  The 
juiy  must  take  the  whole  drcumstanoes  into  consideration, 
must  keep  in  view  the  issue  which  was  involved,  and  must 
do  their  duty,  in  a  case  which  was  serious  for  both  parties, 
most  of  all  for  the  pursuer. 


The  jury  retired  at  twenty  minutes  to  four  o'clock,  and 
returned  in  twenty-five  minutes  with  a  verdict  for  the 
defender  on  all  the  issues. 
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Wheatley  Kirk,  Price  &  Co., 
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WORKS,  PLANT,  MACHINERY,  ft  STOCK. 
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Xeadfitg  Hrtfcles* 


Thomas  Abercrombie  Welton,   P.C.A. 


T^HE  subject  of  our  portrait  this  week  is  so 
well  known  to  both  the  past  and  the 
present  generation  of  accountants  that  few 
words  of  ours  are  necessary  to  introduce  him 
to  our  readers ;  nevertheless,  we  should  like  to 
say  those  few  words.  Mr.  Welton  made  a 
tentative  start  in  the  accountancy  profession 
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in  1857  under  the  aegis  of  Mr.  Quilter,  but  it 
was  not  till  1866  that  he  permanently  entered 
the  office  of  Quilter,  Ball  &  Co.  Educated 
in  that  celebrated  school  of  accountancy,  Mr. 
Welton  early  showed  signs  of  that  great 
ability  which  is  so  conspicuous  in  him  at  the 
present  day,  and  which  has  raised  him  to  the 
position  of  head  of  an  historic  firm. 

During  the  early  existence  of  The  Accountant 
newspaper  he  was  a  frequent  and  willing  con- 
tributor to  its  columns,  and  he  could  write  a 
brilliant  leader,  straight  off  the  reel — to  use  a 
vulgarism — which  required  merely  the  most 
trivial  verbal  correction  in  proof.  He  has 
probably  contributed  more  papers  on  accoun- 
tancy topics  than  anyone  else,  and  has,  more- 
over, been  a  voluminous  writer  on  statistical 
topics — a  field  he  makes  peculiarly  his  own — 
to  many  of  the  leading  newspapers.  He  has 
been  connected  with  the  liquidation  of  many 
great  concerns,  demanding  qualities  of  the 
highest  administrative  power  ;  probably 
amongst  the  largest  being  the  Oriental  Bank 
Corporation. 

He  was  Secretary  of  the  old  Institute  of 
Accountants,  and  he  occupied  the  position  of 
Vice-President  of  the  Institute  of  Chartered 
Accountants  in  1890-1,  and  became  President 
the  following^  year. 

He  has  from  the  first  been  an  active  member 
of  the  Savings  Banks'  Inspection  Committee 
— a  committee  appointed  under  the  Savings 
Banks  Act,  1891 — of  which  body  he  has  since 
become  the  Vice-Chairman. 

Always  a  hard  worker,   he  still  assists  the 


students  of  the  present  day  with  his  abundant 
experience — in  fact,  his  advice  is  rarely  with- 
held from  those  who  seek  it. 

Sheer  indomitable  perseverance,  coupled  of 
course  with  consummate  ability,  has  kept  Mr. 
Welton's  name  prominent,  not  only  before 
his  profession,  but  also  before  the  commercial 
public,  for  the  past  thirty  years. 


Directors  v*  Auditors. 


'THE  action  of  the  directors  of  the  Straits  and 
^  General  Development  Company,  Lim., 
towards  their  late  auditors,  Messrs.  Crewdson, 
YouATT  &  Howard,  to  which  attention  has 
been  drawn  by  some  of  our  contemporaries, 
calls,  we  think,  for  fuller  consideration  than 
it  has  yet  received. 

It  appears  that  in  the  accounts  of  the  com- 
pany for  the  year  ended  30th  June  last,  which 
were  submitted  to  the  shareholders  at  the 
ordinary  general  meeting  held  upon  the  nth 
ult.,  the  auditors  issued  a  combined  certificate 
and  report,  which  appeared  at  the  foot  of  the 
printed  Balance  Sheet,  in  the  following 
terms: — 

**  We  report  that  we  have  examined  the  Balance  Sheet 
of  your  company  at  30th  Ju:)e  1905,  with  the  books  and 
vouchers. 

There  are,  in  the  hands  of  two  of  your  directors,  as 
trustees  for  the  company,  certain  stocks  and  shares  which 
form  part  of  the  assets  of  the  company.  These  should, 
in  our  opinion,  be  brought  into  the  Balance  Sheet. 

The  value  of  the  investments  shown  in  the  Balance 
Sheet,  and  referred  to  in  our  last  report,  shows  a 
depreciation  amounting  to  ^25,469  5s.  In  other  respects, 
we  are  of  opinion  that  such  Balance  Sheet  is  properly 
drawn  up  so  as  to  exhibit  a  true  and  correct  view  of  tlie 
company's  affairs  as  shown  by  the  books. 

In  accordance  with  the  Companies  Act,  1900,  we 
certify  that  all  our  requircmciUs-as  auditors  have  been 
complied  with."    Digitized  by  VjC 
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We  venture  to  think  that  few  of  our  readers 
will  be  disposed  to  question  the  general  propo- 
sition that,  when  investments  are  held  in  the 
names  of  directors  as  trustees  for  a  company,  it 
is  desirable  that  such  investments  should  be 
duly  recorded  in  the  books  of  that  company,  in 
order  to  avoid  any  possibility  of  their  being 
overlooked  owing  to  a  change  of  personnel. 
Messrs.  Crewdson,  Youatt  &  Howard,  in  the 
report  referred  to  above,  go  perhaps  a  little 
further  in  expressing  the  opinion  that  these 
assets  should  be  brought  into  the  Balance 
Sheet.  They  might  conceivably  represent  a 
legitimate  Secret  Reserve,  they  might  have  no 
appreciable  value,  or  they  might  —  while 
admittedly  of  value — have  been  acquired  under 
such  circumstances  as  to  make  it  undesirable 
that  any  credit  should  be  taken  therefor  pend- 
ing an  actual  realisation.  Speaking  upon  quite 
general  grounds,  therefore,  we  think  it  conceiv- 
able that  under  some  circumstances  exception 
might  perhaps  be  taken  to  the  view  expressed 
by  the  company's  auditors  at  the  foot  of  its 
published  Balance  Sheet ;  but  whatever  might  be 
argued  under  this  heading  appears  to  be  nullified 
by  the  statement  made  by  the  Chairman  at  the 
meeting,  as  reported  in  The  Financial  Times  of 
the  I2th  ult.,  that  "  there  was  no  objection  to 
"  be  made  to  the  remark  by  the  auditor  that  he 
"could  see,  and  there  was  no  objection  to 
"adding  a  foot-note  in  this  year's  accounts 
"  regarding  this  matter  as  suggested."  If  we 
are  to  take  the  Chairman  at  his  word,  it  is 
clear  that  this  is  not  a  case  of  a  misunder- 
standing between  directors  and  auditors  upon 
the  lines  of  the  Kynoch  case,  which  will  doubt- 
less still  be  fresh  in  the  minds  of  our  readers. 
Ri^arding  the  matter  in  the  only  way  possible 
to  an  outsider — that  is  to  say,  as  a  question  of 
general  theoretical  principle — we  may  admit 


that  Messrs.  Crewdson,  Youatt  &  Howard 
may  have  exposed  themselves  to  the  hostility  of 
the  directors  by  incorporating  in  the  certificate 
required  by  statute  to  be  printed  at  the  foot  of 
the  published  Balance  Sheet  a  statement  which 
would  appear  more  properly  in  the  unprinted 
report  which  has  to  be  read  to  those  share- 
holders who  attend  the  general  meeting.  But 
the  admission  of  the  Chairman  (Mr.  Alfred 
Gaussen)  estops  the  board  from  adopting  that 
attitude. 

So  much  for  the  undisputed  facts.  Now 
for  the  more  obscure,  and  perhaps  for  that 
very  reason  the  remarkable,  points  in  connec- 
tion with  the  whole  matter.  The  Financial 
Times'  report  goes  on  to  say  that  on  the  motion 
of  the  Chairman,  seconded  by  Mr.  Gibson,  the 
auditor,  Mr.  Harry  Preen,  was  reappointed. 
So  far  as  we  are  aware,  there  is  no  practitioner 
of  that  name,  and  we  are  therefore  driven  to 
the  surmise  that  Mr.  Harvey  Edward  Preen, 
F.C.A.,  is  referred  to.  But,  whatever  may  be 
the  exact  identity  of  the  gentleman  appointed 
by  resolution  of  the  company  in  general  meet- 
ing assembled,  it  is  obvious  that  the  expression 
"  reappointed "  is  inaccurate,  for  up  to  the 
date  of  such  meeting  the  post  was  held  by 
Messrs.  Crewdson,  Youatt  &  Howard.  We 
may  add — and  we  think  that  the  circumstances 
are  such  as  to  render  their  publication  desir- 
able— that  Messrs.  Crewdson,  Youatt  & 
Howard  inform  us  that  up  to  the  last  moment 
they  had  no  information  that  any  other  auditor 
would  be  put  forward  in  competition  with 
themselves,  and  that  no  opportunity  whatever 
was  afforded  them  of  explaining  their  attitude 
or  of  protesting  against  the  procedure  adopted. 
If  the  circumstances  be  as  stated  above,  we 
venture  to  think  that  Mr.  Harvey  Preen 
would  be  one  of  the  ]5^q%ecM!'(S^^^'*^^'^®''^ 
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to  lend  himself  to  such  tactics  on  the 
part  of  directors;  but,  of  course,  a  practi- 
tioner is  always  liable  to  be  placed  in  a  false 
position  by  excessive  zeal  on  the  part  of  his 
friends.  We  have  before  now  stated  our  view 
that  the  directors  of  a  company,  if  they  find 
that  they  cannot  work  amicably  with  the 
auditor,  are  justified  in  using  their  votes  as 
shareholders  to  secure  the  appointment  of 
another  auditor  with  whom  they  can  work;  and 
so  long  as  the  law  does  not  exclude  directors' 
votes  on  a  resolution  for  the  appointment  or 
reappointment  of  an  auditor,  that  proposition 
is,  of  course,  unassailable.  There  is,  however, 
a  broad  distinction  between  what  may  be 
described  as  a  frontal  attack  and  what  in  com- 
parison may  perhaps  be  best  described  as  a 
flank  attack,  and  we  very  much  question 
whether  a  resolution  "reappointing"  as  auditor 
a  gentleman  who  has  not  previously  held  that 
position  is  valid.  However  that  may  be,  it  is 
in  the  highest  degree  undesirable  that  share- 
holders should  be  allowed  to  vote  on  such  a 
question  without  a  full  knowledge  of  the  facts ; 
undesirable  that  any  member  of  the  board 
should  either  propose  or  second  a  resolution 
for  the  appointment  or  reappointment  of  an 
auditor;  and  most  undesirable  that  a  practi- 
tioner of  known  repute  should  be  proposed  for 
such  a  position  without  his  consent  having 
been  first  obtained*  after  the  whole  of  the 
circumstances  have  been  disclosed  to  him.  It 
is  not  surprising  that  under  the  circumstances 
Messrs.  Crewdson,  Youatt  &  Howard 
should  feel  aggrieved  at  what  has  taken  place, 
and  if  Mr.  Harvey  Preen  cares  to  take  advan- 
tage of  these  columns  in  order  to  explain  his 
position  with  regard  to  the  matter,  we  feel 
sure  that  any  communication  he  may  have  to 
make  will  be  received  with  interest  by  all  of 
our  readers. 


The  Admission  of  Proofs  in  Banlcruptcy. 


T^HE  correspondence  which  appeared  in  these 
'■'  columns  last  month  under  the  heading  of 
*'  The  Employment  of  Solicitors  by  Trustees 
in  Bankruptcy  "  has  been  brought  to  a  some- 
what abrupt  conclusion  because  the  parties 
most  nearly  concerned  appeared  desirous  of 
ventilating  in  these  columns  alleged  grievances 
which,  so  far  as  they  could  be  said  to  be  of 
interest  at  all,  were  certainly  not  of  general 
interest  to  the  profession.  We  had  therefore, 
albeit  somewhat  reluctantly,  to  bring  the 
correspondence  to  a  close;  but  the  main 
issue  out  of  which  it  arose  yet  remains  to 
be  considered. 

Regarded  in  general  terms — that  is  to  say, 
from  the  point  of  view  which  alone  is  of 
general  interest — the  crux  of  the  question 
appears  to  be  as  to  whether  a  creditor  in 
a  bankruptcy  whose .  claim  is  disputed  is 
entitled  to  such  control  of  the  proceedings 
as  the  nomination  of  a  trustee  and  a  place 
on  the  committee  of  inspection  of  necessity 
involve.  Stated  quite  generally  it  is,  of 
course,  clear  that  the  whole  policy  of 
the  Bankruptcy  Acts  is  to  afford  creditors 
an  opportunity  of  managing  affairs  in  their 
own  way,  so  soon  as  their  views  with  regard 
to  the  matter  can  be  ascertained.  But,  in  the 
nature  of  things,  if  it  were  first  of  all  to  be 
officially  ascertained  beyond  all  possibility 
of  subsequent  dispute  who  were  creditors,  and 
what  were  their  respective  interests  in  the 
estate,  the  delay  involved  would  be  such  that 
by  the  time  creditors  were  able  to  take  the 
matter  out  of  the  hands  of  the  Official 
Receiver,  and  place  it  under  the  control  of 
their  own  trustee,  it  woulc^as^^gi^^be  far 
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too    late    for    such   trustee    to  perform   any 
useful  work. 

That  being  the  position  of  affairs,  a  sort 
of  working  compromise,  such  as  that  which 
underlies  practically  all  British  jurisprudence, 
is  provided,  which  in  the  main  if  not  ideally 
perfect,  at  least  works  sufficiently  well  for 
all  practical  purposes.  Paragraph  14  of  the 
1st  Schedule  to  the  Bankruptcy  Act,  1883,  pro- 
vides that:  "The  chairman  of  a  meeting  shall 
"have  power  to  admit  or  reject  a  proof  for 
"  the  purpose  of  voting,  but  his  decision  shall 
"  be  subject  to  appeal  to  the  Cpurt.  If  he  is  in 
"  doubt  whether  the  proof  of  a  creditor  shall  be 
''  admitted  or  rejected,  he  shall  mark  the  proof 
"as  objected  to  and  shall  allow  the  creditor 
"to  vote,  subject  to  the  vote  being  declared 
"  invalid  in  the  event  of  the  objection  being 
"  sustained.'*  Obviously,  therefore,  the  proper 
time  for  any  creditor  to  object  to  the  appoint- 
ment of  a  trustee  being  influenced  by  a  doubtful 
proof  is  before  voting  takes  place  for  the 
appointment  of  such  trustee.  The  chairman — 
1.^.,  the  Official  Receiver — will  then  mark  the 
proof  as  being  objected  to,  and  the  question  as 
to  who  shall  be  trustee  will  then  be  ultimately 
determined  by  the  eventual  decision  of  the 
Court  with  regard  to  such  doubtful  pr^f.  Or, 
if  the  Official  Receiver  goes  further,  and  for 
purposes  of  voting  rejects  the  said  proof,  then 
the  person  claiming  to  be  a  creditor  may 
appeal  to  the  Court,  and  whatever  form  the 
procedure  may  take,  the  control  of  the  pro- 
ceedings, if  the  proof  in  dispute  be  of  sufficient 
amount,  will  be  entirely  determined  by  the 
attitude  of  the  Court  towards  the  proof  in 
question.  It  would  be  difficult  to  devise  an 
arrangement  which  more  nearly  complies  with 
the  essential  requirements  of  the  situation — 
namely  (1)  to  give  control  of  the  proceedings  to 


those  most  heavily  interested,  and  (2)  to  avoid 
undue  delay  in  the  carrying  out  of  their  wishes. 

But  if  the  opportunity  of  objecting  to  a 
proof  at  the  first  meeting,  or  at  any  adjourn- 
ment thereof,  be  allowed  to  slip,  whatever  may 
be  the  merits  of  the  case,  it  is  clearly  not  desir- 
able in  the  interests  of  creditors  generally  that 
the  whole  administration  of  the  estate  should 
be  brought  to  a  standstill  by  the  obstructive 
attitude  of  the  minority  at  such  first  meeting. 
The  trustee,  once  appointed,  should  be  allowed 
every  reasonable  facility  to  discharge  his  duties, 
and  should  obviously  receive  the  full  support 
of  the  committee  of  inspection  in  so  doing. 
It  is  true  that  there  is  no  express  enactment  to 
this  effect,  but  surely  nothing  of  the  kind  is 
necessary  to  indicate  so  obvious  a  duty  on  the 
part  of  the  committee. 

In  some  cases,  of  course,  circumstances  not 
disclosed  at  the  first  meeting  may  subsequently 
transpire  which  tend  to  throw  a  doubt  upon 
the  admissibility  of  proofs  then  admitted  for 
purposes  of  voting.  That,  however,  is  another 
matter,  for  whatever  may  have  been  the 
decision  of  the  Official  Receiver  with  regard  to 
the  admission  or  rejection  of  proofs  for  voting 
purposdfe,  it  is  one  of  the  statutory  duties  of 
the  trustee  to  adjudicate  upon  proofs  of  debt 
for  purposes  of  dividend.  So  that  every 
possible  opportunity  may  be  given  for  objec- 
tions to  be  raised,  it  is  probably  undesirable 
that  the  trustee  should  proceed  to  admit  or 
reject  proofs  with  undue  haste;  and  indeed 
there  would  appear  to  be  little  object  in  his  so 
doing  until  the  period  had  been  reached  when 
he  was  about  to  declare  a  dividend,  when,  of 
course,  it  would  be  necessary  to  determine 
with  accuracy  who  was  entitled  to  participate 
therein,  and  to  what  extent.  Clause  25  of  the 
2nd   Schedule  to   the   1883^  ^^^provides,   it 
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seems  to  us,  an  effective  remedy  against  the 
trustee  who  negligently  or  collusively  admits  a 
proof  for  more  than  the  proper  amount.  It 
provides  that  "  The  Court  may  also  expunge 
"  or  reduce  a  proof  upon  the  application  of  a 
"  creditor  if  the  trustee  declines  to  interfere  in 
"  the  matter,  or  in  the  case  of  a  composition 
"  or  scheme  upon  the  application  of  the 
"  debtor." 

This,  it  seems  to  us,  stops  up  the  only  loop- 
hole left  by  the  previous  safeguards.  It  is  of 
paramount  importance  that,  whatever  happens, 
the  administration  of  the  estate  should  not  be 
stopped  by  any  dispute  as  to  whether,  had  the 
first  adjudication  of  proofs  for  voting  purposes 
been  different,  some  different  trustee  might 
conceivably  have  been  appointed ;  but  if  the 
trustee  so  appointed  declines  to  interfere  in 
the  matter  any  creditor  may  apply  to  the  Court, 
and  the  latter  will  then  deal  as  it  may  think 
right  with  the  proof  in  dispute. 

It  may  be  thought  that  this  remedy  is  not 
sufficiently  drastic  to  meet  the  requirements  of 
the  case,  and,  did  matters  stop  here,  it  might 
conceivably  be  argued  that  in  certain  cases  dis- 
honest debtors  might  secure  the  lodgment  of 
collusive  proofs  put  in  by  friendly  creditors, 
and  thus  secure  the  administration  of  affairs 
by  a  friendly  trustee.  But,  for  what  it  is  worth, 
it  may  be  pointed  out  that  the  Act  has  been 
drawn  so  as  to  fully  meet  the  requirements  of 
even  this  remote  contingency.  Section  86  (i) 
of  the  Bankruptcy  Act,  1883,  provides  that 
**  the  creditors  may  by  ordinary  resolution  at 
"a  meeting  specially  called  for  that  purpose, 
**  of  which  seven  days*  notice  has  been  given, 
"  remove  a  trustee  appointed  by  them,  and  at 
"  the  same  or  any  subsequent  meeting  appoint 
"  another  person  to  fill  the  vacancy  as  herein- 
"  after  provided  in  the  case  of  a  vacancy  in  the 


"  office  of  trustee."  If,  therefore,  at  any  time 
it  should  be  found  that  on  a  final  adjudication 
on  the  proofs  the  trustee  in  possession  does  not 
bond  fide  reprtsent  a  majority  of  the  creditors 
whose  claims  have  been  admitted  to  rank  for 
dividend,  the  majority  can  renwve  him  and 
appoint  their  own  nominee  in  his  stead. 


The  Audit  of  Municipal  Accounts. 


/^UR   contemporary  The    Municipal  Journal 
has,   as  we  rather  expected,   something 
amusing  to  say  on  the  subject  of  the   recent 
utterances    of    the    President    of    the    Local 
Government  Board,  to  which  we  drew  attention 
in  a  leading  article  last  week.     Our  contem- 
porary assumes — for  what  reason  we  know  not 
— that  Mr.  Burns  will  throw  all  the  weight  of 
his  official  position   in   favour  of   an   official 
audit,  and  says :  "  With  Mr.  John  Burns  at 
"  the    Local    Government    Board    we    could 
"accept  the   central   audit  without  doubt  or 
"  misgiving,  but  we  have  to  legislate  for  other 
"  men  and  other  times.     In  the  hands  of  Mr. 
"  Gerald  Balfour  the  central  audit  could  be 
"  used  with  disastrous  effect  against  municipal 
"  enterprise."     It  is,  of  course,  quite  conceiv- 
able that  these  remarkable  assertions  are  made 
under  a  complete  misapprehension  as  to  what 
an  audit,  properly  so  called,  consists  of.    Such 
a   misapprehension  would    no    doubt   be  not 
altogether  surprising,  for  we  do  not  appear  to 
have  yet  succeeded  in  educating  our  contem- 
porary up  to  a  just  appreciation  of  the  true 
position  of  affairs.     To  paraphrase  the  words 
of  a  well-known  Judge,  dealing  with  the  sub- 
ject of  the  liabilities  of  auditors,  **  it  is  nothing 
"  to  the  auditor  whether  or  not  dividends  are 
'*  paid  out  of  capital,  whether  the  business    of 

**  the  undertaking  is  MudeirflVieTz-Lmprudently 
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"conducted.  His  business  is  confined  to 
"  ascertaining  the  actual  state  of  affairs."  All 
proper  audits,  whether  of  companies  registered 
under  the  Companies  Acts  or  of  concerns 
otherwise  constituted,  must  be  founded  upon 
this  same  basis;  and  if  they  were  so  founded  it 
is  obvious  that  the  only  possible  objections 
that  can  be  raised  to  any  form  of  audit  are  (i) 
that  those  responsible  for  the  business  manage- 
ment do  not  desire  the  true  state  of  affairs  to 
be  generally  known ;  or  (2)  that  they  do  not 
admit  the  competence  of  those  deputed  to 
perform  the  audit  to  discharge  their  duties. 
Our  objection  to  official  audits  comes  chiefly 
under  the  second  of  these  two  headings,  but 
is,  of  course,  supplemented  by  the  reflection 
that  as  at  present  constituted  the  statutory 
official  audit  does  not  give  the  auditor  adequate 
powers  of  investigation. 

Our  contemporary,  however,  would  appear 
to  find  no  fault  whatever  with  an  official  audit 
so  long  as  Mr.  John  Burns  is  at  the  head  of 
affairs,  but  considers  that  it  would  have  a 
disastrous  effect  upon  municipal  enterprise 
if  Mr.  Gerald  Balfour  were  there  instead. 
We  may,  we  think,  fairly  take  the  two  names 
as  types,  and  say  that  our  contemporary  would 
favour  an  official  audit  while  conducted  upon 
instructions  issued  by  an  advanced  progressive 
municipalist,  but  would  regard  an  audit  con- 
ducted under  the  supervision  of  anyone  of 
more  conservative  opinions  as  disastrous  to 
municipal  enterprise.  It  would  be  of  the 
greatest  possible  interest  to  know  whether  our 
contemporary  considers  that  the  personality  of 
the  President  of  the  Local  Government  Board 
is  going  to  have  any  material  effect  upon  the 
capacity  of  the  permanent  officials.  Or  whether 
its  point  of  view  is  not  dictated  rather  by  the 
comfortable  assurance  that  with  such  instruc- 


tions as  would  be  issued  to  District  Auditors 
under  the  aegis  of  a  progressive  President  of 
the  Local  Government  Board  the  so-called 
audit  would  be  conducted  upon  an  entirely 
different  principle  to  that  which  we  have 
pointed  out  as  being  the  legal  interpretation  of 
an  audit,  and  would  not  provide  those 
interested  with  a  complete  statement  of  the 
whole  facts  of  the  case.  It  has,  of  course,  all 
along  been  our  contention  that  legitimate 
municipal  enterprise  is  hampered  by  what  may 
euphoniously  be  described  as  excess  of  zeal  on 
the  part  of  the  extreme  wing  of  its  advocates, 
who — for  some  reason  which,  we  admit,  is  not 
altogether  clear  to  us — are  markedly  unfavour- 
able to  a  full  disclosure  of  the  facts.  This 
view  would  certainly  appear  to  be  endorsed 
by  our  contemporary,  however  unconsciously 
that  may  be.  For  our  own  part  we  do 
not  propose  to  take  sides  upon  the  broad 
question  of  municipalisation  versus  private 
enterprise  (or  monopolies,  as  its  opponents 
prefer  to  call  it),  but  we  venture  to  think 
that  those  sane  business  men  who  are  in 
favour  of  municipalisation  will  admit  that  our 
consistent  contention  that  the  true  facts  of  the 
case  should  in  all  cases  be  made  known,  and  be 
duly  attested,  is  not  inimical  to  such  forms  of 
collectivism  as  are  upon  that  sound  financial 
basis  which  is  necessary  for  the  continued 
success  of  any  kind  of  business. 


Meeftls  notes* 


Mr.    R.    Martin    Holland,    the    Hon. 
Banken*  i.      ,        »       *         ^^i       . 

Olaarln^  Home     Secretary    of    the    London    Clearing 

Statutios.        House,  has  issued  his  annual  report, 

and  the  following  Table,  which  we  cull  therefrom, 

shows  the  amount  of  bills,  cheques,  &c.,  paid  at  the 

Bankers'  Clearing  House  during  the  years  1904  and 
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— 

1905 

1904 

Increase 

Grand  Total  . . 

",287,935,000 

10,564,197,000 

1.723.738,000 

Town  Clearing  Total 
Country    Cheque 

".355.250»«» 

1,677,262,000 

Clearing  Total      . . 
Fourths  of  the  Months 

932,685.000 

886,209,000 

46,476,000 

497,070,000 

445,281,000 

51,789,000 

Consols  Settling  Days 

638,783,000 

597,160,000 

41,623,000 

Stock  Exchange  Ac- 

count Days. . 

2,070,622,000 

1.536.586,000 

534,036,000 

The  largest  amount  cleared  in  one  day  in  1905  was 
;^i02,78o,ooo,  on  15th  March,  and  the  smallest  total 
was  on  9th  September,  ;f 23,77 1,000.  A.11  the  figures, 
whichever  way  they  are  turned  and  twisted,  are  in 
excess  of  1904,  and  in  most  cases  records  have  been 
established. 


Tht  Yew*!        According  to  the  usual  statistics  of 
Tra^ediai.        failures  and  registration  of  bills  of  sale 
during  1905,  which  have  j  ust  been  published,  the  number  | 
of  bankruptcies  in  England  and  Wales  was  4,800,  being 
an  increase  of  288  over  1904,  and  the  deeds  of  arrange-  I 
ment  amounted  to  4,154,  or  206  less  than  the  previous 
period.    The  number  of  bills  of  sale  registered  in  1905  \ 
was  8,430,  being  515  in  excess  of  the  1904  figure.    The 
increase  in  the  number  of  companies  wound  up  was 
73,  bringing  the  total  to  1,647.  Towards  the  end  of  next 
year  we  shall  be  interested  to  note  what  the  Inspector- 
General  in  Bankruptcy  has  to  say  about  the  recrudes- 
cence of  officialism. 


Bniinaii       The  recent  instalments  of  The  Financial 
Law.  News'  series   of   articles    are    no    less 

interesting  |than  their  predecessors,  which  we   have 

noticed  in  these  columns :  — 

(i)  Where  a  secured  creditor  values  his  security, 
and  the  property  afterwards  increases  in  value,  the 
creditor  is  entitled  to  amend  his  valuation  and  proof. 
The  facts  were,  briefly :  In  1895  a  scheme  of  arrange- 
ment in  the  bankruptcy  of  A.,  which  had  been 
accepted,  fell  through  owing  to  M.,  a  creditor,  who 
had  been  included  in  the  statement  of  affairs  as 
"  secured,"  lodging  a  proof  after  assessing  the  value 
of  his  security  at  one-half  the  amount  of  his  debt. 
A  dividend  of  is.  in  the  £  was  ultimately  paid,  and 
in  January  1903,  consequent  on  death  of  debtor's 
wife,  the  security  held  by  M.  increased  in  value,  and  1 
in  May  of  the  same  year  he  applied  to  the  trustee  in 
the  bankruptcy  to  allow  the  amendment  of  the  proof  1 
by  placing  the  security  at  its  full  value.  Held,  he 
was  entitled  to  do  so.  (In  re  Fanshawe;  ex  parte 
Marchant,)    The  full  report  should  be  studied.    It  1 


seems  a  pity  that  the  trustee  did  not  exercise  his 
right  of  redemption,  although  possibly  the  ultimate 
value  of  the  security  could  not  be  foreseen. 

(2)  Held,  in  In  re  Hasluck  v.  Rose,  that  a  power  to 
release  a  power  of  appointment  is  not  a  power  in, 
over,  or  in  respect  of,  property  within  *  the  meaning 
of  Section  44  (ii.)  of  the  Bankruptcy  Act,  1883,  and 
that  a  trustee  in  bankruptcy  has  no  power  to 
release  it. 

(3)  In  re  FitzGeorge;  ex  parte  Robson,  is  rather 
peculiar  on  account  of  the  reported  facts.  A.,  a 
director  of  a  limited  company,  gave  to  B.,  for  good 
consideration,  his  written  guarantee  "  for  the  regular 
**  payment  of  the  interest  payable  in  respect  of  the 
"  said  debenture  until  the  repayment  by  the  said 
"company  of  the  principal  sum  of  jf 3,000  due 
"thereon."  The  debenture  held  by  B.,  which  was 
the  subject  of  this  guarantee,  was  a  floating  charge, 
and  carried  interest  at  the  rate  of  78  per  cent,  per 
annum,  payable  quarterly,  and  one  of  the  endorsed 
conditions  provided  that  the  principal  sum  should 
immediately  become  payable  if  the  company  made 
default  for  twenty-eight  days  in  the  payment  of  any 
interest  thereby  secured,  or  if  the  company  went 
into  liquidation.  In  1893  default  was  made  as 
regards  interest,  and  thereupon  B.  enforced  his 
debenture,  which  realised  ;f933.  In  1894  t^e  com- 
pany went  into  liquidation,  and  was  dissolved  in 
1895.  In  November  1902  A.  was  adjudicated  bank- 
rupt, and  B.  lodged  a  proof  against  his  estate  for 
interest  due  on  the  debenture  to  that  date,  and  also 
claimed  that  an  estimate  of  the  future  liability  of 
the  debtor  to  pay  interest  should  be  made,  and  a 
proof  for  the  same  admitted.  The  trustee  in  bank- 
ruptcy rejected  the  proof  on  the  ground  that  the 
debtor  was  no  longer  liable  under  his  guarantee,  as 
the  company  had  been  dissolved.  Held  that,  not- 
withstanding the  dissolution,  B.  was  entitled  to  prove 
in  A.'s  bankruptcy  for  the  estimated  value  of  the 
future  interest  payable  under  the  guarantee. 

(4)  The  executive  council  of  the  South  Wales 
Miners'  Federation  declared  a  general  holiday  on  a 
certain  day,  and  accordingly  the  miners  left  off  work 
without  first  giving  notice  to  their  employers,  and  in 
breach  of  their  contracts  of  employment.  There  was 
no  malice  or  ill-will  on  the  part  of  the  Federation, 
which  had  acted  honestly  with  a  view  to  keeping  up 
the  price  of  coal  by  which  wages  were  regulated. 
Held  by  the  House  of  Lords,  supporting  the  decision 
of  the  Court  of  Appeal,  but  reversing  the  judgment 
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of  Mr.  Justice  Bigham,  that  ao  action  for  damages 
lay  by  the  employers  against  the  Federation  and  its 
officers,  no  justification  for  their  action  being  shown. 
{South  Wales  Miners*  Federation  v,  Glamorgan  Coal 
Company,) 

Caiitarf  The    question    raised  by    our    corre- 

ttortvorkln^i.     spondent    "Tonnage     Rent,"    whose 

letter  we  reproduced  last  week,  is  one  of  some  interest, 

and  we  shall  be  glad  to  hear  what  other  of  our  readers 

think  with  regard  to  his  view  on  the  matter. 


It  would,  we  feel  sure,  be  a  convenience 
to  our  readers,  as  well  as  to  ourselves, 
if  correspondents  would  be  good  enough  in  all  cases  to 
refer  to  the  dates  or  pages  of  the  issue  in  which  previous 
communications  had  appeared.  With  regard  to  the 
farther  letter  from  our  correspondent  '*  F.  L.  D.," 
supplementing  the  data  provided  in  that  which  appeared 
in  our  issue  of  the  23rd  ult.,  we  can  only  suggest  that 
the  question  as  to  whether  or  not  interest  on  capital 
invested  and  depreciation  on  buildings  should  be 
included  in  establishment  charges  for  the  purpose  of 
Cost  Aoooonts  depends  entirely  upon  the  system  of 
costing  adopted,  and  the  results  which  the  Cost 
Accounts  are  expected  to  tally  with.  Primd  facie  we 
should  say  that  depreciation  ought  to  be  charged,  and 
(hat  interest  on  capital  ought  not  to  be. 


MIftfS 


At  a  meeting  of  creditors  held  at 
Bankruptcy  Buildings  on  the  21st  ult., 
a  creditor  complained  that  it  had 
taken  him  nearly  three  months  and  cost  him  close 
upon  £Bs  to  get  a  receiving  order  against  a  firm  of 
foreigDerB  who*  six  weeks  before  calling  their  creditors 
together,  had  obtained  goods  to  the  value  of  j^qoo. 
He  stated  that  he  considered  it  was  nothing  less  than 
1  •'^1^4^'  that  so  many  difficulties  should  be  placed  in 
the  way  of  creditors  who  desired  to  have  their  debtors 
publicly  examioed  in  the  Bankruptcy  Court.  We 
know  nothing  whatever  of  the  case  referred  to,  nor 
of  the  cJreooistances  which  led  up  to  the  granting 
of  the  receiving  order.  We  gather,  however,  that  the 
debtors  had  convened  a  meeting  of  their  creditors, 
which  waggestm  the  existence  of  a  prior  deed  of  arrange- 
flieat,  and  iwc«nt  decisions  clearly  show  the  desira- 
bility of  carefbl  inquiry  by  the  Registrar  before 
gruiliDg  a  receiving  order  to  creditors  who  have  dallied 


with  a  private  arrangement  in  the  first  instance. 
Such  inquiries  necessarily  involve  delay.  As  to  the 
allegation  that  it  had  cost  ;^85  to  obtain  the  receiving 
order,  that,  of  course,  cannot  be  strictly  accurate 
unless  there  has  been  an  appeal  from  the  Registrar*s 
decision.  A  petitioning  creditor  might,  however,  of 
course,  easily  have  to  pay  more  than  £Ss  in  order  to 
obtain  a  final  judgment  if  his  debt  were  disputed.  A 
debtor  desirous  of  gaining  time  would  naturally 
throw  every  obstacle  in  the  way  of  an  early  judgment ; 
but,  although  a  frivolous  defence  is  in  itself  mis- 
conduct, obviously  even  an  admittedly  insolvent  debtor 
has  a  right  to  protect  his  estate  from  executions  put  in 
by  judgment  creditors  whose  debts  are  disputed. 
There  are  undoubtedly  numerous  imperfections  in  the 
existing  bankruptcy  procedure,  but  delay  in  the 
obtaining  of  receiving  orders  is,  we  think,  hardly  one. 
A  far  more  serious  ground  for  complaint  is  the  delay 
frequently  experienced  in  securing  an  order  of  adjudi- 
cation after  the  necessary  resolution  has  been  passed 
at  a  first  meeting  of  creditors. 


S«cret  Proftti. 


A  curious  and  unusual  case  was 
decided  by  Sheriff  Davidson  at  Glasgow 
recently  under  the  following  circumstances:  The 
defender  had  been  a  director  and  the  factory  manager 
of  the  plaintiff  company,  having  entered  into  an  agree- 
ment to  devote  his  exclusive  attention  to  their  business 
under  a  penalty  of  ;f  100.  The  pursuers*  claim  was  tor 
an  accounting  for  alleged  secret  profits — the  defender 
having  entered  into  a  contract  with  them  in  another 
man's  name  for  the  repayment  of  certain  overcharges — 
or  alternatively  for  ;f  850  in  addition  to  the  ;f  100  penalty 
provided  by  the  agreement,  After  a  three  days'  proof 
the  Sheriff  held  the  defender  liable  in  the  stipulated 
penalty  and  fof  any  profit  which,  on  the  taking  of  an 
account,  the  pursuers  could  prove  that  they  had  been 
deprived  of  by  diversion  of  work,  but  not  for  both,  the 
;f  100  being  held  as  a  minimum  penalty  in  the  event  of 
the  damages  on  inquiry  not  amounting  to  that  sum. 


According  to  The  Financial  News  the 
Company 
Ro^itratlom  in    total  number  of  registrations  of  new 

1W6«  companies  during  the  past  year  was 

3,980,  as  against  3,489  in  1904.  The  number  for  the 
mouth  of  December  last  is  given  at  405,  as  against  356 
in  November  and  374  in  December  1904.  The  aggre- 
gate nominal  capital  shows  an    equally  satisfactory 

increase,  being  approximately  no  millions,  against  84 
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millions  in  1904.  In  Guernsey,  thanks  to  the  attention 
that  has  been  given  to  the  matter  of  late,  only  38  new 
companies  were  registered  last  year,  against  61  in  1904. 


Biftnk  An  unusual  case  came  before  Judge 
Traniferi.  Lumley  Smith,  K.C.,  in  the  City  of 
London  Court,  last  week,  where  the  plaintiff  claimed 
£4$  or  the  return  of  two  share  certificates,  together 
with  damages  for  their  detention  or  in  the  alternative 
for  their  conversion.  It  appeared  that  the  plaintiff 
had  borrowed  money  from  the  defendant  on  the 
security  of  the  shares  in  question,  and  had  deposited 
the  certificates  with  the  defendant  along  with  a  transfer 
in  blank.  The  loan  was  subsequently  repaid,  but  the 
shares  were  not  returned,  and  it  was  stated  that  the 
transfer  had  been  filled  up  in  the  name  of  the  defen- 
dant's brother.  His  Honour  held  that  if  the  transfer 
had  been  executed  in  blank  and  had  subsequently  been 
filled  up  with  the  name  of  the  defendant's  brother, 
then  the  shares  in  fact  belonged  to  him,  and  that, 
therefore,  the  defendant  could  not  be  called  upon  to 
return  them  to  the  plaintiff.  He,  however,  gave  judg- 
ment for  the  amount  claimed,  with  costs,  which  repre- 
sented the  par  value  of  the  shares. 


ReoeiYeri  and  Our  contemporary  The  Solicitors' 
Morttfaitd  Journal  states  that  there  seems  to  be 
Property.  a  disposition  nowadays  for  mort- 
gagees, instead  of  entering  into  possession  in  order  to 
execute  repairs  to  the  mortgaged  property,  to  appoint 
a  receiver  and  direct  him  to  do  the  repairs,  and  that 
there  is  a  tendency  to  push  this  course  beyond  its 
legitimate  limits.  It  ought  not  to  be  overlooked,  our 
contemporary  says,  that  there  is  only  provision 
authorising  such  expenditure  out  oi  the  rents  and 
profits  received  and  remaining  after  payment  thereout 
of  all  payments  that  are  preferential  to  the  mort- 
gagee's claim,  and  even  then  the  repairs  must  be 
proper  and  necessary  and  directed  in  writing  by  the 
mortgagee.  A  receiver  has  thus  no  right  to  execute 
any  repairs  without  the  written  instructions  of  his 
mortgagee,  nor  to  borrow  money  for  the  purpose  of 
executing  such  repairs.  In  exceptional  cases,  therefore, 
where  the  state  of  the  property  renders  the  prompt 
execution  of  extensive  repairs  essential,  the  proper 
course  would  appear  to  be  in  all  cases  to  apply  to  the 
Court  for  the  appointment  of  a  receiver  rather  than  to 
rely  on  a  power  to  make  such  appointment  contained 
in  the  deed. 


Gortespondence  and  Bnanities. 

All  communications  to  the  Editor  should 
by  letter  only. 


[We  are  at  all  times  ready  to  insert  correspondence  on 
matters  of  interest  to  the  Profession^  but  we  do  not  of  course 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wedneaday 
afternoon;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents,  not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faithJ] 

Union  of  Chartered  Accountant  Student  Societies. 

,  fTo  the  Editor  of  The  Accountant,) 

Sir,— Referring  to  the  letter  over  the  signature  "  S." 
in  your  issue  of  last  week,  in  which  the  writer  states 
that  he  would  be  pleased  if  the  success  of  Messrs.  Price 
and  Lanham  in  then:  work  for  the  Union  of  Chartered 
Accountant  Student  Societies  received  a  little  more 
acknowledgment  than  a  mere  vote  of  thanks,  I  would 
call  attention  to  the  report  of  the  last  meeting  of  the 
Joint  Committee  of  the  Union,  which  is  published  in 
the  same  issue. 

It  will  be  seen  that  others  were  of  the  same  opinion 
as  "  S.,"  and  they  acted  upon  it  in  the  manner  described 
in  the  report. 

Yours  faithfully, 

G.  H.  REDFERN, 
London,  ird  January  1906.  Hon.  Sec. 


The  Rifi:hts  of  Partners  inter  se. 

(To  the  Editor  of  The  Accountant  J 
Sir,— I  have  read  with  interest  Mr.  Clare  Smith's 
able  lecture  upon  this  subject,  but  I  remain  un- 
convinced in  spite  of  its  plausibility.  When  our 
Judges  were  in  a  difficulty  some  time  ago,  they  got  out 
of  it  by  distinguishing  capital  losses  from  revenue 
losses.  It  may  be  that  we  shall  have  to  do  the  same. 
The  principle  applies  to  companies  and  to  income-tax 
accounts ;  why  not  to  the  rights  of  partners  inter  se  ? 

Section  24  of  the  Partnership  Act,  1890,  says :  *^  In 
'*  the  absence  of  agreement  to  the  contrary  .  .  .  all 
"  the  partners  .  .  .  must  contribute  equally  towards 
"  the  losses,  whether  of  capital  or  otherwise,  sustained 
"  by  the  firm."  Does  this  refer  to  both  capital  and 
revenue  losses  in  the  sense  of  creating  a  distinction 
between  them,  and  in  what  sense  must  we  understand 
the  word  "equally"?  Sir  J.  Pollock,  in  his  Partner- 
ship, quotes  a  case  (Darby  v,  Dafhy)  that  the  general 
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role  has  been  stated  thus :  "  On  the  dissolution  of  a 
<•  partnership  all  the  property  belonging  to  the  partner- 
'*  ship  shall  be  sold,  and  the  proceeds  of  the  sale,  after 
«« discharging  all  the  partnership  debts  and  liabilities, 
"  shall  be  divided  among  the  partners  according  to  their 
"  respective  shares  in  the  capital  ** ;  which  differs  from 
what  I  understand  Sir  J.  Pollock  to  say  to-day,  and  if 
this  case  is  null  by  reason  of  the  Act  of  1890,  why  does 
he  qaote  it  ? 

Section  44  {a)  one  must  read  somewhat  as  follows  :— 
There  being  losses  and  no  profits,  the  losses  must  be 
first  paid  oat  of  profits  which  do  not  exist ;  and  there 
being  a  deficiency  of  capital  instead  of  a  surplus,  such 
deficiency  shall  be  first  paid  out  of  the  non-existing 
soiplus.  And  if  these  two  non-existing  funds  have  not 
sufficed  to  extinguish  the  loss,  each  partner  shall  con- 
tribate  in  proportion  as  he  would  share  in  profits ! 

There  is  nothing  in  Gamer  v,  Murray  to  show  whether 
the  loss  of  £6^s  is  a  revenue  loss  or  a  loss  on  realisa- 
tion* and  all  your  correspondents  have  ignored  the 
point,  except  Mr.  Dawson,  who  states  it  from  both 
points  of  view  in  his  illustrations,  but  does  not  refer  to 
it.  Bui  what  is  left  is  not  profit,  it  is  the  remains  of  the 
capital  embarked  in  the  business.  The  loss  is  the  difference 
between  that  sum  (jf  1,916)  and  the  capitals,  and  it  is  this 
difference  which  must  be  distributed  between  the  partners  in 
order  to  ascertain  the  interest  of  each  in  the  assets  ulti- 
mately divisible.  And  that  proportion  will  depend  upon 
this,  that  everything  arising  on  Revenue  Account  (as 
per  Professor  Dicksee*s  golden  rule  quoted  later)  shall 
be  divided  in  profit-sharing  proportions ;  but  losses  on 
Realisation  Account,  being  losses  of  capital  and  not  of 
revenoe,  most  be  divided  in  proportion  to  the  capital. 
The  insolvent  partner,  having  no  capital,  gets  nothing, 
so  that  the  ad  infinitum  absurdity  referred  to  by  one  of 
jroor  conespondents  does  not  exist. 

Professor  Dicksee  says:  "The  golden  rule  to  be 
**  observed  in  all  these  cases  is  that,  in  order  to  adjust 
*'  the  accounts  of  the  various  partners,  it  is  invariably 
^  necessary  to  ascertain  the  final  balance  of  profit  (or 
"*  loss)  op  to  the  date  of  distribution,  and  to  credit  (or 
^  debit)  each  partner  with  his  respective  share  in  the 
**  proportioos  in  which  it  has  been  agreed  that  profits 
**  (or  losses)  are  to  be  borne.  This  is  entirely  irrespec- 
**tive  of  the  amount  of  capital  or  loans  that  each 
**  partner  may  have  put  into  the  business." 

Mr.  Dawson  laid  the  case  clearly  by  means  of  his 
iSostratioQS,  bat  he  did  not  complete  it.  He  gives 
Gamer's  share  as  jCa,078  and  Murray's  as  £2^.  But 
each  partner  has  already  contributed  £212  to   these 


amounts,  so  that  the  amounts  actually  receivable  are 
;f  1,866  and  ;f  50.  But  I  should  like  to  know  why  Mr. 
Dawson  has  not,  in  illustration  No.  3  (6),  transferred  the 
deficit  to  the  three  Capital  Accounts,  as  in  illustration 
No.  I,  leaving  Gamer  with  }§|f  of  ;f  1,916  =  say  ;f  1,835, 
and  Murray  with  ^jt  of  £^j9^^  =  say  ;f8i.  As  Pro- 
fessor Dicksee  properly  says,  **  It  is  not  usual  to 
"  require  each  partner  to  find  his  share  in  cash  .  .  . 
^*  what  is  done  is  to  debit  each  partner's  account  with 
"  his  proportion  of  the  loss,"  &c.  This  latter  is 
the  position  of  "  the  final  balance  of  profit  or  loss  up 
to  the  date  of  distribution."  And,  further,  if  the 
capital  loss  is  apportioned  between  the  partners  on  the 
basis  of  their  capitals  of  ;£'2,288  and  ^^^03,  reducing 
their  capitals  to  ;f2,038  and  jf90  respectively,  their 
proportion  of  the  ;fi,9i6  is  exactly  the  same— i.^., 
;f  1,835  2i°<i  jfSi  respectively.  But,  according  to  Mr. 
Clare  Smith,  Gamer  takes  the  whole  of  the  ;£'i,9i6, 
plus  a  further  cash  payment  of  ;^i35  from  Murray. 

Reverting  to  Section  44,  Subsection  (a)  refers  to 
"  losses,  including  losses  and  deficiencies  of  capital,"  but 
Subsection  (b)  refers  only  to  "  losses  and  deficiencies  of 
capital."  Now  the  ;£'635  is  not  a  loss  of  capital — e^,, 
of  realisation,  but  presumably  a  trading  loss.  Why, 
then,  should  partners  having  a  credit  balance  bring  in 
cash  to  meet  it.  Is  not  a  realisation  loss  a  loss  ascer- 
tained after  the  Revenue  Account  has  been  closed,  and 
the  position  of  the  partners  settled  ?  And  may  it  not 
be  that  the  difference  in  the  wording  between  the  two 
subsections  has  some  beariog  upon  the  point  ?  What- 
ever the  law  may  be,  is  it  not  equitable  that  profits  or 
losses  on  Revenue  Account  should  be  distributed  upon 
a  revenue-sharing  basis,  and  losses  or  profits  on  Capital 
Account  in  proportion  to  the  capitals?  But  that 
leaves  the  difficulty  of  the  ultimate  disposal  in  the 
books,  as  a  bookkeeping  problem,  of  the  amount  due 
from  the  insolvent  partner  which  is  not  debited  to  the 
partners,  and  also  that  '*  capital  loss"  and  "  realisation 
loss"  on  a  final  winding-up  are  synonymous  terms! 
But  having  settled  with  outside  creditors,  the  firm  has 
certain  assets,  with  liabilities  due  to  partners  only,  and 
in  proportion  to  such  claims  so  it  distributes  what  it 
has  left.  And,  conversely,  when  anything  is  due  from 
a  partner  for  loss  or  deficiency  of  capital,  it  is  contri- 
buted in  proportion  to  capital,  just  as  a  revenue  loss  is 
contributed  in  proportion  to  profit-sharing.  That,  I 
think,  is  the  position  from  the  Capital  v.  Revenue  point 
of  view. 

In  this  letter  I  have  argued  from  a  new  point  of 
view,  and  had  intended  postponing  uiy  personal  view 
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for  a  later  occasioa  ;  but  with  your  kind  permission  I 
may  as  well  give  it  here.  It  is  that  the  Profit  and  Loss 
Account  must  be  closed  and  the  balance  transferred  to 
the  Capital  Accounts.  There  is  then  no  longer  any 
question  of  profit  or  loss,  everything  haviog  been 
capitalised,  and,  being  capitalised,  the  final  distribu- 
tion must  take  place  as  stated  in  Darby  v.  Darby.  So 
that  in  this  case  the  £263  and  ;f2i2  would  be  Dr.  to 
Gamer  and  Murray  in  proportion  to  their  capital,  and 
on  the  resulting  capital  the  ;£'i,9i6  would  be  propor- 
tionately distributed. 

The  question  is  of  real  interest — not  merely  academic 
— to  all  accountants,  and  for  this  reason  I  ask  your 
indulgence  for  this  long  letter.  As  Mr.  Dawson  has 
refrained  from  expressing  his  personal  views  on  the 
merits  of  the  method  he  states,  perhaps  now  that  Mr. 
Clare  Smith  has  so  ably  argued  Garner's  side,  he  can 
find  a  little  leisure  for  reply.  And  if  you  can  induce 
Mr.  Welton  and  Professor  Dicksee  to  favour  us  with 
their  up-to-date  views — not  forgetting  Darby  v.  Darby — 
I  am  sure  your  readers  will  be  grateful,  including 
Yours  obediently, 

Sih  January  1906.  DANIEL  PATRICK. 


Small  Hotels  and  Income  Tax. 

(To  the  Editor  of  The  Accountant  J 
Sir, — I    should    be  much  obliged  if  you,  or  your 
readers,  could  afford  me  any  information  through  your 
columns  upon  the  following  points : — 
(i)  In  the  case  of  a  small  hotel,  managed  by  the 
owner,  who  reserves  but  one  room  for  personal 
use,  and  whose  residence  upon  the  premises  is 
essential  to  the  proper  conduct  of  the  business, 
does  the  rule  remain  inflexible,  that  not  more  than 
two-thirds   of  the  rent  shall    be  allowed  as  a 
deduction  from  the  profits  ? 
(a)  Is  there  any  justification  for    the  claim    of   a 
Surveyor  of  Taxes  that  the  rule  shall  apply  to 
rates  as  well  as  to  rent  ? 

Yours  faithfully, 

H.  C.  R. 


An  Accountant's  Libel  Action. 

(To  the  Editor  of  The  Accountant,) 

Sir,— In  your  issue  of  this  day  you  comment  on  "  An 

Accountant's  Libel  Action,"  and  in  the  course  thereof 

you  say  "  If  a  Chartered  Accountant  undertakes  this 

class  of  work,  &c.,"  also  in  your  Law  Reports,  William 

lenry  Moore  is  described  as  a  Chartered  Accountant. 


Unless  Mr,  Moore  has  been  admitted  to  the  Institute  since  the 
last  list  of  members  was  isstiedy  I  think  this  description 
is  an  error.  Ths  plaintiff  in  the  action  was  described 
in  the  local  press  as  a  Chartered  Accountant. 

It  is  annoying  to  members  of  the  Institute  to  have 
practitioners  described  in  the  press  as  Chartered 
Accountants,  when  they  are  not  such,  although  I  do 
not  charge  you  with  this  practice. 

Yours  faithfully, 

H.  L.  ATKINSON. 

Wolverhampton ,  6th  January  1906. 

[Like  our  correspondent,  we  noticed  that  Mr.  Moore's 
name  does  not  appear  in  the  1905  List  of  Members  of 
the  Institute,  but  he  is  clearly  described  as  a  Chartered 
Accountant  in  The  Birmingham  Daily  Post,  upon  which 
our  information  was  based. — Ed.  Acct,] 


Executorship  Accounts:  Apportionment. 

(To  the  Editor  of  The  Accountant,) 
Sir,— Can  any  reader  inform  me  what  is  the  prin- 
ciple usually  adopted  by  accountants  in  dealing  with 
the  transactions  of  executors  who  are  admioistering 
the  estate  of  a  deceased  person  where  the  will  provides 
that  the  income  goes  to  one  or  more  tenaots-for-life 
and  the  capital  is  divisible  amongst  other  parties  on 
the  expiration  of  the  trust.  I  mean  with  regard  to  the 
adjustment  of  capital  and  income  in  connection  with 
purchases  and  sales  of  investments. 

For  instance,  supposing  the  executors  were  in  the 
habit  of  selling  investments  shortly  before  the  interest 
is  payable  and  investing  the  proceeds  in  securities  on 
which  interest  has  just  been  paid.  If  the  decision  in 
the  case  of  Re  Duff;  Muttlebury  v.  Muttlebury,  were 
followed  the  life-tenant  would  get  nothing  in  respect  of 
the  accrued  interest  on  the  securities  sold,  and  where 
large  sums  were  involved  it  would  often  prove  a  very 
serious  hardship  to  the  life-tenant,  and  the  capital  of 
the  estate  would  be  gradually  augmented  at  his 
expense. 

It  seems  to  me  that  the  only  common-sense  and  fair 
way  of  dealing  with  these  transactions  would  be  to 
credit  the  tenant-for-life  with  such  a  sum  out  of  the 
proceeds  of  a  sale  as  would  represent  the  interest 
accrued  since  the  last  distribution  up  to  the  actual 
date  of  the  sale,  and  vice  versd  to  debit  him  with  such  a 
sum  out  of  the  purchase  price  of  a  new  investment  &s 
would  represent  the  interest  accrued  thereon  since  the 
last    distribution;    and    I    should   like    to   ascertain 
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whether  this  principle  is  usaally  followed,  or  the  one 

laid  down  in  Rt  Duff;  MuttUbury  v.  Muttlebury, 

Yours  faithfully, 
9/A  January  1906.  J.  P. 

[The    only   l^itimate  way   of   applying   '*  common 

sense  *'  to  the  matter  is  to  recognise  that,  as  the  effect 

of  such  changes  is  to  seriously  affect  the  interests  of 

the  life-tenant,  therefore  the  life-tenant  has  a  ground 

for  complaint  against  the  trustees.    The  rule  Re  Duff 

must  not  be  relaxed  without  the  consent  of  all  parties. 

— Ed.  Acct,] 

Payments  by  Instalments  and  Divisible  Profits. 

(To  tke  Editor  of  The  Accountant.) 
Sir, — There  is  difference  of   opinion  here  on    the 
points  mentioned  below,  and  I  should  like  to  have  the 
ideas  of  yourself  and  of  some  of  your  readers  on  the 
subject. 

A  Land  Development  Company,  engaged  in  the 
business  of  buying  and  selling  land,  derives  a  portion 
of  its  profits  from  tlie  gains  made  on  such  sales,  pay- 
ments for  which  are  extended  over  a  number  of  years. 
The  custom  has  been  to  credit  a  "  Gain  on  Sales'' 
Account  Mrith  such  profit  at  the  time  each  transaction 
is  entered  on  the  books.  What  is  the  proper  way  of 
treating  this  "  Gain  on  Sales  "  Account  in  connection 
with  the  Profit  and  Loss  Account  ?  In  other  words, 
what  part  of  these  gains  is  immediately  available  for 
dividends  ? 

It  is  suggested  by  some  that  the  entire  amount  is  so 
applicable ;  the  auditor  insists  that  there  can  properly 
be  carried  to  Profit  and  Loss  Account  an  amount  bear- 
ing the  same  amount  to  the  total  gain  as  the  amount  of 
principal  received  bears  to  the  original  amount  of  the 
debt. 

For  example:  A  mortgage  for  jf  1,200  is  taken  by  the 
company  in  payment  for  property,  the  gain  on  the  sale 
being  £yx>.  The  mortgage  secures  120  notes,  each  for 
£10,  payable  one  each  month  for  ten  years.  At  the 
end  of  one  year  ;f  120  should  have  been  paid  in — ue,, 
i/ioth  of  the  original  debt.  The  auditor  claims  that 
1  loth  of  the  profit  {£yy)  should  be  carried  to  Profit 
and  Loss  Account,  the  remaining  profit  appearing  on 
the  Balance  Sheet  as,  say,  "  unrealised  profits." 

It  will  be  noted  that  the  matter  of  interest  does  not 
enter  into  the  question,  which  relates  solely  to  the 
principal. 

It  is  quite  possible  that  the  amount  of  a  certain 
mortgage  may  be  larger  than  the  original  cost  of  the 
property  to  the  company ;  in  such  a  case  it  is  often 
largely  a  matter  of  opinion  as  to  whether  or  not  the 


value  of  the  property  has  enhanced  sufficiently  to 
create  any  margin  between  the  amount  of  the  mort- 
gage and  the  market  value  of  the  land.  While  it  is 
true  that,  at  some  period  prior  to  the  time  when  the 
mortgage  is  finally  paid  off,  the  property  affords  ample 
security  for  the  amount  of  the  loan  and  also  for  the 
"  gain,"  it  is  also  true  that,  while  any  of  the  mortgage 
remains  unpaid  there  will  be  expenses  connected  with 
collection,  watching  the  property,  &c. ;  and  on  this 
ground  I  suggest  that  the  total  gain  should  not  be 
carried  to  Profit  and  Loss  at  the  time  the  mortgage  is 

made. 

Yours  truly, 

WALTER  MUCKLOW. 
Jacksonvillej  Fla.y  22nd  December  1905. 


Municipal  Profits. 

(To  the  Editor  of  The  Accountant,) 

Sir, — With  reference  to  your  note  in  the  issue  oiThc 
Accountant  dated  the  6th  inst.,  re  the  Coventry  Town 
Council,  I  think  in  your  anxiety  to  decry  municipal 
trading  you  have  discovered  a  "  mare's  nest."  I  think 
you  will  find,  on  inquiry,  that  the  Coventry  Town 
Council  have  not  decided  to  spend  another  ;f  5,000  on 
**  electric  motor  cars  "  but  on  electric  motors,  which  is 
a  very  different  matter. 

The  hiring  out  of  electric  motors  brings  increased 
revenue  to  their  electricity  undertaking,  and  the 
purchase  of  motors  for  this  purpose  is  regarded  by  the 
Local  Government  Board,  who  have  to  sanction  the 
loan  and  fix  the  period  for  repayment,  as  reasonable 
expenditure. 

The  transaction  is  on  all-fours  with  the  purchase  and 
letting  out  of  gas  stoves  by  a  gas  company. 
Yours  faithfully, 

Ealing,  gtk  January  1906.  A.  E.  SEUR. 

[As  we  have  repeatedly  stated  we  have  no  desire  to 
decry  municipal  trading  per  se.  Does  our  correspondent 
seriously  suggest  that  any  kind  of  electric  motor  is  likely 
to  last  24  years,  or  that  a  Government  Department  has 
power  to  add  to  the  life  of  material  objects  ? — Ed.  Acct.] 


Departmental  Committee  on  Accounts  of 
Local  Attthorities. 

(To  the  Editor  of  The  Accountant,) 
Sir, — With  respect  to  the  audit  of  Corporation 
Accounts,  &c.,  referred  to  this  Committee,  which  the 
Right  Hon.  John  Bums,  President  of  the  Local 
Government  Board,  is  now  appointing,  it  is  nearly 
twenty  years  ago  since  I  called  public  attention  to  this 
matter,  when  I  was  first  President  of  the  Institute  of 
Municipal  Treasurers  and  Accountants,  and  it  is  ove 
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ten  years  since  I  called  the  special  attention  of  the 

Local  Government  Board  Audit  Department  to  the 

need  of  amending  their  audit  methods. 

Yours  truly, 

GEO.  SWAINSON. 
Bolton,  January  ^th  1906. 


Cbe  institute  of  CbartercO  accountants 
tn  Bngland  and  TRIlale9« 

At  a  meeting  of  the  Council,  held  on  Wednesday,  the  loth 
January  1906,  at  the  Hall  of  the  Institute,  Moorgate  Place, 
E.G.,  there  were  present : — 

Mr.  John  Gane,  President,  in  the  chair ;  Mr.  W.  B.  Peat, 
Vice-President;  and  Messrs.  W.  Ashworth,  J.  B.  Ball, 
J.  W.  Barber,  J.  H.  Blackburn,  W.  Blease,  E.  M.  Carter, 
Sir  John  Craggs,  E.  Edmonds,  J.  Ford,  W.  H.  Fox,  A.  H. 
Gibson,  J.  G.  Griffiths,  J.  E.  Halliday,  B.  W.  Hardcastle, 
A.  C.  Harper,  D.  Hill,  C.  Fitch  Kemp,  H.  Woodbum  Kirby, 
G.  Walter  Knox,  A.  O.  Miles,  F.  W.  Pixley.  W.  Plender, 
F.  J.  Saffery,  T.  G  Shuttleworth,  G.  Sneath,  J.  M.  Wade, 
E.  Waterhouse,  F.  Whinney,  and  J.  W.  Woodthorpe, 

The  Examination  Committee  reported  the  results  of  the 

examinations  in  November  and  December  1905  as  follows : — 

Passed  Failed  Total 

Preliminary  ..        113  55  168 

Intermediate  ..  97  59  156 

Final     ..  ..125  73  198 


335 


187 


522 


Also  that  the  following  prizes  and  certificates  of  merit  had 
been  awarded : — 

Preliminary  Examination. 
Priae, 
Dawson,  C.  J.,  Birmingham. 

Intbrmbdiatb  Examination. 

Priu. 

Pcakc.  H.  O.  (W.  P.  Price-Heywood.  A.C.A.).  Manchester. 

Final  Examination. 

First  Priu  and  Certificate  of  Merit, 

Garnsey,  G.  F.  {N.  G.  Harries,  A.C.A.).  Walsall. 

Second  Priu  and  Certificate  of  Merit. 
de  Zouche,  R.  C.  (C.  H.  Mounsey,  A.C.A.),  London. 

Certificates  of  Merit  in  Order  of  Priority. 
Haddon,  R.  C.  (H.  Grace,  F.C.A.),  Bristol. 
Ashworth,  H.  (R.  N.  Carter,  F.C.A.),  Manchester. 
Lunt,  H.  J.  (J.  Lunt,  A.C.A.),  Manchester. 
Webster.  W.  D.  (H.  C.  Howard,  F.C.A.),  London. 
Murgatroyd,  G.  B.  (A.  Shuttleworth,  F.C.A.),  Manchester, 
de  Paula,  F.  R.  M.  (C.  F.  Cape,  F.C.A.),  London. 
Boss,  J.  G.,  Junr.  (T.  Eyton,  A.C.A.),  Newcastle-upon- 
Tyne. 
Hirst,  W.  H.  (W.  Daw.son,  A.C.A.),  Dcwsbury. 


j  Storrs,  L.  C.  (H.  E.  Sweeting,  A.C.A.),  Cardiff. 
1  Welch,  W.  (C.  E.  Bullock,  A.C.A.),  Hanley. 

Nixon,  H.  H.  (W.  C.  Atkinson,  F.C.A ),  Leeds. 

The  Robert  Fletcher  Prize  was  not  awarded,  as  the  candi- 
date who  obtained  the  first  place  in  the  Intermediate  Exami- 
nation was  over  the  age  limit  laid  down  by  the  rules.  The 
Prize  will  be  again  competed  for  at  the  May  Examinadon. 

The  Examination  Committee  were  asked  to  again  con- 
sider whether  it  would  be  possible  to  publish  the  results  of 
the  Examinations  earlier  than  the  second  Wednesdays  in 
January  and  July. 

The  President  reported  that  he  had  received  and  accepted 
an  invitation  from  the  Right  Honourable  John  Bums,  Presi- 
dent of  the  Local  Government  Board,  to  serve  on  a 
Departmental  Committee  he  is  appointing  to  inquire  and 
report  with  regard  to : — 

(i)  The    system    on    which    the    accounts    of     Local 
Authorities  in  England  Wales  are  at  present  kept. 

(2)  Generally  as  to  the  system  on  which  the  accounts 

of  the  various  classes  of  Local  Authorities  should 
be  kept,  and  in  particular  whether  such  accounts 
should  be  prepared  on  a  system  requiring  the 
entries  of  receipts  and  payments  to  be  confined, 
as  far  as  possible,  to  actual  receipts  and  payments 
oi  money  or  not. 

(3)  The  regulations  which  should  be  made  on  the  sub' 

ject,  regard  being  had  to  the  necessity  for  showing 
accurately  the  amounts  passed  by  Local  Taxa- 
tion,   and    the    purpose    for    which    they    are 
expended. 
A  resolution    was   passed    approving  of   the    following 
alterations  which,  it  is  suggested  by  the  London  Chamber 
of  Commerce,  should  be  made  in  the  Companies  Acts : — 
(i)  That  there  should  be  a  provision  that  notice  of  the 
nomination  of  an  auditor  or  auditors  other  than 
the  retiring  auditor  or  auditors  must  be  given  to 
the  company  not  less  than  fourteen  days  before 
the  annual  general  meeting  and  included  in  the 
notice  convening  the  meeting. 

(2)  That  the  auditor  or  auditors  named  in  the  prospectus 

of  a  company  should  be  ipso  facto  the  auditor  or 
auditors  of  a  company  up  to  the  first  annual 
general  meeting.  Otherwise  the  first  auditor  or 
auditors  of  the  company  to  be  appointed  by  the 
directors. 

(3)  That  where  there  has  been  an  ofter  of  shares  to  the 

public,  one  at  least  of  the  auditors  should  be  a 

professional  accountant. 
The  resignations  of: — 

Mr.  G.  Brand,  F.C.A. ,  London, 
,,     C.  A.  Venn,  F.C.A.,  London, 
„    E.  Adams,  A.C.A.,  New  York, 
„    G.  Baker,  A.C.A.,  Hull, 
„    K.  M.  Ball,  A.C.A.,  London, 
,,    G.  Petter,  A.C.A.,  Opuawhanga,  and 
..    P.  F.  Peirson,  A.C.A.,  Coventry. 
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The  Secretary  reported  the  death  of  :>- 
Mr.  S.  W.  Hamer,  F.C.A.,  Bury, 
„    T.  H.  Casey,  A.C.A.,  Portsmouth, 
„    W.  G.  Lindsay,  A.C.A.,  Glasgow, 
„    H.  J.  Price,  A.C.A'.,  Chester,  and 
„    A.  Sinclair,  A.C.A. ,  Newcastle-upon-Tyne. 

Eight  Associates  were  elected  to  Fellowship  and  three 
penons  admitted  to  membership.  A  list  of  those  who 
complete  their  Fellowship  or  membership  by  the  25th  inst. 
will  appear  in  oar  issue  of  the  27th  inst. 


Recent  Additions  to  the  Library. 


Purchased. 

Student's  Complete  Commercial  Bookkeeping.  By  A. 
Fieldhouse.    9th  Edition.    London :  1906. 

Thome's  20th  Century  Bookkeeping  and  Business 
Practice.    By  W.  W.  Thorne.    Detroit,  U.S.A. :  1904. 

Manufacturing  Cost.  By  H.  L.  C.  Hall.  Detroit, 
U.S.A. :   1904 

Johnson's  Bookkeeping  and  Accounts,  with  Notes  on 
Auditing.    By  G.  Johnson.    London :  1905. 

Elements  of  the  Theory  and  Practice  of  Bookkeeping. 
By  J.  Walmsley.    London :  1905. 

Bookkeeping  down  to  Date.  By  A.  Munro.  2nd 
Edition.    London:  1905. 

Weekly  Notes,  1866-1876.    11  vols. 

Statutes  of  Practical  Utility,  1905.    By  J.  M.  Lely. 

Palmer's  Index  to  The  Times,  July-September  1905. 

Report  and  Appendices  of  Committee  on  Bond  Invest- 
ment Companies,  1905. 

Building  Societies'  loth  Annual  Report  for  1904. 

Trustee  Savings  Banks  Return  for  1904. 

Stock  Exchange  Year  Book,  1906. 

New  English  Dictionary  on  Historical  Principles.  By 
J.  A.  H.  Murray.     Reign-Reserve  (part  of  Vol.  8). 

Year  Book  of  Scientific  and  Learned  Societies,  1905. 

Presented  by  the  Author, 

Bookkeeping  for  Retail  Grocers  and  other  Tradesmen. 
By  H.  W.  Jenkinaon,  A.C.A.    London :  1905. 
Presented  by  the  Borough  Treasurer  (R,  W.  Buxton). 

County  Borough  of  Bury  Abstract  of  Accounts,  1904-5. 
Presented  by  the  Borough  Accountant  (H.  H.  Hopton). 

County  Borough  of  Swansea  Abstract  of  Accounts, 

Presented  by  T,  A,  Welton,  F.C.A. 

Metropolitan  Boxoogh  of  Wandsworth :  Report  of  the 
Council,  1904-5. 


Xlbe  Cbartered  accountants  Students' 
Socfetp  of  Xonbom 


The  Receiver  and  Manager  (in  Chancery). 


By  Mr.  W.  H.  Fox,  F.C.A. 


On  Wednesday.  October  18  1905,  a  meeting  of  the 
London  Student  Society  was  held  at  the  Institute  of  Char- 
tered Accountants,  Moorgate  Place,  E.C.,  when  a  lecture 
on  "The  Work  of  the  Receiver  and  Manager  in  the  Early 
Days  of  his  Appointment "  was  given  by  Mr.  W.  H. 
Fox,  F.C.A. 

The  Chairman  (Mr.  G.  Sneath,  F.C.A.)  having  briefly 
introduced  the  lecturer, 

Mr.  Fox  said :  Mr.  Chairman  and  gentlemen,  the  subject 
we  are  to  consider  this  evening  I  have  divided  under  three 
beads,  A,  B,  and  C.  First,  A.,  the  circumstances  under 
which  a  Receiver  and  Manager  will  be  appointed  and  the 
circumstances  arising  on  the  appointment.  Secondly,  B, 
the  Duties  of  the  Receiver  and  Manager  on  his  Appoint* 
ment ;  and,  thirdly,  C,  the  Receiver  and  Manager's  File  of 
Proceedings.  These  documents  relate  to  an  actual  case 
which  I  wish  to  bring  before  you,  and  a  study  of  them  will 
show  the  general  lines  on  which  proceedings  in  Chancery 
are  conducted.  This  last  part  of  our  subject  may  be 
extended  very  greatly,  and  it  may  be  that  we  shall  not  be 
able  to-night  to  get  through  the  whole  of  the  information 
which  it  was  my  intention  to  bring  to  your  notice.  Copies 
of  some  fifty  documents,  including  orders,  affidavits, 
accounts,  &c.,  are  those  which  were  actually  used  in  the 
Chancery  proceedings  taken  by  debenture-holders. 

The  business  was  that  of  wholesale  confectionery,  and 
for  present  purposes  I  intend  to  call  it  the  H.  J.  Confec- 
tionery Company,  Lim.  Later  on  I  hope  the  lecture  may 
be  published  with  the  forms  in  full,  in  order  that  those 
who  are  entering  upon  their  first  Chancery  appointment 
may  at  a  moment's  notice  be  able  to  refer  to  specimen 
proceedings  as  a  guide  to  their  actions. 
Section  A. 

The  text-books  have  a  great  deal  to  say,  upon  legal  and 
other  points,  as  to  the  appointment  and  duties  of  a 
"receiver,"  but  very  little  as  to  the  duties  of  a  "receiver 
and  manager."  It  will  be  our  duty  to  consider  the  duties 
of  the  receiver  and  manager,  especially  in  matters  which 
are  beyond  those  of  the  ordinary  receiver. 

For  brevity's  sake,  we  will  therefore  refer  to  him  simply 
as  the  "manager." 

(i)  A  manager  may  be  appointed  by  the  Court  to  carry 
on  an  existing  business  with  a  view  to  preserving 
the  goodwill  and  realising  it  as  a  going  concern. 
(2)  He  may  be    s^>pointed    on    behalf  of  debenture- 
holders  if  their  seci^ity.  is, in  (^qpfiv^f^r^^or 


'V^^^^^^6%%(^^^'' 
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instance,  if  execution  creditors  have  seized  stock-in- 
trade. 

(3)  In  the  case  of  a  company  whose  debentures  axe  in 
default,  either  as  to  the  repayment  of  principal  or 
interest  at  the  due  date. 

(4)  In  a  partnership  business  a  manager  will  be 
appointed  with  a  view  to  realisation  and  dis- 
solution. 

(5)  On  the  death  of  the  owner  of  a  business  and  the 
refusal  of  the  executors  to  carry  it  on. 

(6)  Where  the  trustees  are  not  capable  of  managing  a 
business,  then  the  Court  might  supply  the 
deficiency. 

(7)  In  the  case  of  a  company  where  the  debentures 
include  a  charge  on  all  the  property  and  effects  of 
the  company  whatsoever  it  was  held  that  the  good- 
will of  the  company's  business  was  covered  by  the 
word  "property,"  and  to  preserve  this  a  manager 
was  appointed.  In  such  a  case  as  this  the  company 
must  consent  to  the  appointment. 

(8)  The  Court,  however,  will  not  undertake  to  manage 
a  business  permanently,  but  will  only  appoint  a 
manager  as  distinguished  from  a  receiver  with  a 
view  to  a  speedy  realisation. 

(9)  The  Court,  again,  would  not  appoint  a  manager  of 
a  public  company  having  special  statutory  powers 
— such  as,  say,  a  gas  company — ^but  would 
appoint  a  receiver  to  receive  the  net  profits  earned. 

(10)  A  person  in  England  may  be  appointed  manager  of 
a  property  abroad,  and  be  authorised  to  employ  an 
agent  abroad  to  represent  him. 

(11))  Where  the  Court  appoints  a  manager  oi  a  business 
it  in  effect  takes  the  management  of  it  into  its  own 
hands,  for  the  manager  is  the  servant  and  officer  of 
the  Court,  and  upon  any  question  arising  as  to  the 
character  or  details  of  the  management  it  is  for  the 
Court  to  direct  and  decide.  The  Court  will  not 
assume  the  management,  except  with  the  view  of 
selling  the  business  an-d  winding  up  the  estate. 

(12)  Managers  when  appointed  by  the  Court  are  respon- 
sible to  the  Court,  and;  no  orders  of  any  of  the 
parties  interested  in  the  business  of  which  he  is 
appointed  manager  can  interfere  with  this  responsi- 
bility. 

(13)  If  any  person  acts  in  such  a  manner  as  to  inter- 
fere with  the  proper  conduct  of  the  business  by  the 
receiver,  such  person  is  liable  to  be  committed  for 
contempt  of  Court.  A  creditor,  however,  for  goods 
supplied  to  the  manager  may  sue  him  personally  to 
recover  the  money,  and  this  would  not  be  held  to 
be  an  improper  interference.  The  manager  is  per- 
sonally liable  for  goods  he  orders,  unless  he 
specially  stipulates  otherwise. 


(14)  The  appointment  of  manager  generally  operates  as 
a  dismissal  of  the  servants  of  the  company.  It  is 
well  to  make  definite  arrangements  with  such 
servants  of  the  company  as  the  manager  desires  to 
retain  in  his  employment.  The  receiver  and  manager 
is,  of  course,  merely  custodian  of  the  property,  but 
he  has  a  lien  on  the  estate  and  property  for  the  pay- 
ment of  any  balance  due  to  him,  and  liabilities  for 
goods  he  purchases,  in  priority  to  costs  and  to 
persons  who  have  advanced  moneys  by  order  of 
Court,  and  even  when  such  advance  comes  before 
debentures  by  order  of  the  Court. 

(15)  The  undertaking  is  managed  and  continued  in 
order  that  it  may  be  sold  as  a  going  concern^  and 
with  the  sale  the  management  ends. 

Section  B, 
Passing  on  to  Section  B  of  our  subject — viz.,  the  ''Duties 
of  a  Receiver  and  Manager  on  his  Appointment  " — we 
will  deal  first  with  his  early  days.  Before  the  manager 
is  actually  appointed  the  accountant  is  approached  by  a 
solicitor,  who  informs  him  that  steps  are  to  be  taken  in  a 
certain  case  for  the  appointment  of  a  manager,  and  asks 
him  to  act.  The  solicitor  will  supply  him  with  a  form  of 
affidavit  of  fitness.  This  is  usually  made  by  some  solici- 
tor not  directly  concerned  in  the  particular  case,  who  will 
state  the  proposed  receiver  is  a  fit  and  proper  person  to  be 
appointed.  Next  he  should  inter\'iew  the  guarantee 
society,  who  are  prepared  to  guarantee  for  a  reasonable 
consideration  that  the  manager  will  not  run  away  with  the 
funds  of  the  business  which  he  is  going  to  manage. 

Wherever  you  go  the  matter  of  premium  is  rather 
important,  because  the  Court  will  not  allow  that  item  as  a 
payment  out  of  the  estate. 

We  must  now  assume  that  the  solicitors  for  the  plaintiffs 
have  issued  their  writ,  and  that  on  motion  made  in  the 
Chancery  Division  (usually  on  Friday,  a  most  unlucky 
day)  we  have  got  our  manager  appointed  by  order  of  the 
Court. 

The  solicitors  write  a  letter  saying  so,  and  then  he  must 
be  prepared  to  give  security.  It  is  important  to  have  the 
letter,  because,  as  the  order  of  appointment  cannot  be 
drawn  up  and  entered  for  a  few  days,  there  is  nothing  to 
produce  but  the  solicitor's  letter  as  a  guarantee  that  the 
appointment  has  been  made.  Probably  the  manager  will 
have  to  go  to  the  bank  and  borrow  what  may  be  necessary 
in  the  way  of  wages,  for  on  Saturday  morning  often  a  con- 
siderable claim  for  wages  has  to  be  met  in  the  case  of  a 
trading  or  manufacturing  company.  It  must  either  be 
advanced  by  the  manager  personally  or  an  advance 
obtained  on  a  special  banking  account,  which  may  be 
opened  in  the  name  of  the  company  or  matter.  On  the 
subject  of  opening  a  separate  banking  account,  it  must  be 
remembered,  should  tne  bank  faiU-^he  manager  is  not 
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personally  responsible  for  funds  deposited  with  such  bank  ; 
but  if  the  funds  are  mixed  up  with  his  own  private  funds, 
and  hds  bank  fails,  then  he  is  personally  responsible  for 
the  loss  occurring;  to  the  estate. 

Next,  there  should  be  chosen  from  amongst  the  staff  of 
the  company  a  representative,  who  may  be  responsible  for 
the  business  management,  subject  to  the  supervision  of  the 
Chancery  manager.  This  representative,  and  others,  may 
be  guaranteed  also  by  the  guarantee  society,  if  policies 
have  not  been  previously  taken  out  by  the  company. 

Formal  possession  should  be  taken  of  the  keys  of  the 
oflKce  and  works,  and  these  should  be  confided  to  the  care 
of  some  particular  official,  whom  you  will  instruct  to  act 
for  you.  Your  own  representative  should  be  on  the  spot 
daily,  but  a  representative  who  is  peoiiaps  a  youthful  but 
promising  articled  clerk  has  not  necessarily  received  a 
training  in  the  making  of  sweets  and  cakes,  plum 
puddings,  and  similar  things.  (Laughter.)  That  must  be 
left  to  the  practical  man.  (I  am  assuming  that  the  busi- 
ness carried  on  by  the  company  whose  proceedings  in 
<*hancery  we  shall  discuss  is  that  of  wholesale  confec- 
tioners.) A  great  deal  of  discretion  at  first  has  to  be  exer- 
cised in  dealing  with  the  company's  staff,  and  application 
lihould  be  mafde  to  the  Master  in  Chambers  as  soon  as 
possible  to  authorise  the  continued  employment  of  such  of 
the  clerical  staff  and  men  as  may  be  necessary  in  order 
that  their  wa^es  and  salaries  may  be  j>aid  out  of  the 
estate.  Stock  should  be  taken  at  once  in  detail.  It  is  very 
di^colt  in  some  cases  for  the  manager  to  check  this,  but 
It  is  important  to  have  it  prepared  in  detail,  and  with  the 
Ledger  balances  a  statement  of  liabilities  and  assets 
should  then  also  be  prepared. 

The  fire  policies  on  freehold  and  leasehold  property, 
stock,  ftc,  should  be  investigated,  and  steps  taken  at  once 
to  ascertain  that  the  stock  and  other  property  is  sufficiently 
covered.  Notice  in  writing  should  be  given  to  the 
insurance  offices  to  have  the  policies  endorsed  over  to  the 
manager. 

The  leases  and  tenancies  agreements  must  be  examined. 
Cnder  the  Preferential  Payments  in  Bankruptcy  Amend- 
ment Act  oi  1897  preferential  payments  should  be  paid  out 
'A  the  first  funds.  As  a  matter  of  fact,  the  receiver  will 
probably  find  that  the  funds  will  all  be  wanted  for  carry- 
ing on  the  business,  and  therefore  he  should  not  be  in  a 
hurry  to  pay  out  money  under  the  Preferential  Payments 
.\ct.    < laughter.) 

It  may  be  well  here  to  give  a  reminder  as  to  the  terms 
of  this  Act,  which  is  : — 

An  Act  to  amend  the  law  regarding  preferential  pay- 
ments in  the  case  of  companies  (15th  July  1897). 

I.— Short  ri//^.— This  Act  may  be  cited  as  the  Prefer- 
ential Payments  in  Bankruptcy  Amendment  Act,  1897. 

2. — Priority  of  Certain  Debts. — In  the  winding-up  of 


any  company  under  the  Companies  Act,  1862,  and  the 
Acts  amending  the  same,  the  debts  mentioned  ^n  Section 
I  of  the  Preferential  Payments  in  Bankruptcy  Act,  1888, 
shall,  so  far  as  the  assets  of  the  company  available  for 
payment  of  general  creditors  may  be  insufficient  to  meet 
them,  have  priority  over  the  claims  of  holders  of  deben- 
tures or  debenture  stock  under  any  floating  charge 
created  by  such  company,  and  shall  be  paid  accordingly 
out  of  any  property  comprised  in  or  subject  to  such 
charge. 

3. — Payment  of  Debts  out  of  Assets  in  certain  cases. — 
In  case  a  (receiver  is  appointed  on  behalf  of  the  holders 
of  any  debentures  or  debenture  stock  of  a  company 
secured  by  a  floating  charge,  or  in  case  possession  is 
taken  by  or  on  behalf  of  such  debenture-holders  of  any 
property  comprised  in  or  subject  to  such  charge,  then, 
and  in  either  of  such  cases,  if  the  company  is  not  at  the 
time  in  course  of  being  wound  up,  the  debts  mentioned 
in  Section  i  of  the  said  Preferential  Payments  Act  shall 
be  j>aid  forthwith  out  of  any  assets  coming  to  the  hands 
of  the  receiver,  or  other  person  taking  possession  as 
aforesaid,  in  priority  to  any  claim  for  principal  or 
interest  in  resj)ect  of  such  debentures  or  debenture  stock. 
And  the  periods  of  time  mentioned  in  the  said  Act  shall 
be  reckoned  from  the  date  of  the  appointment  of  the 
receiver,  or  possession  being  taken  as  aforesaid,  as  the 
case  may  be. 

(The  Act  applies  to  England  and  Wales  and  Ireland,  but 
not  to  Scotland.) 

The  sections  of  the  Preferential  Payments  in  Bankruptcy 
Act,  1888,  before  referred  to  are  as  follows  :  — 

1. — (i)  In  the  distribution  of  the  property  of  a  bank- 
rupt, and  in  the  distribution  of  the  assets  of  any  com- 
pany being  wound  up  under  the  Companies  Act,  1862, 
and  the  Acts  amending  the  same,  there  shall  be  paid  in 
priority  to  all  other  debts — 
[a)  All  parochial  or  other  local  rates  due  from  the 
bankrupt   or   the    company    at    the    date   of  the 
receiving  order,  or,  as  the  case  may  be,  the  com- 
mencement of  the  winding-up,  and  having  become 
due  and  payable  within  twelve  months  next  before 
that  time,  and  all  assessed  taxes,  land  tax,  pro- 
perty, or  income-tax  assessed  on  the  bankrupt  or 
the  company   up  to  the  fifth   day   of  April   next 
before  the  da/te  of  the  receiving  order,  or,  as  this 
case  may  be,  the  commencement  of  the  winding-up, 
and    not    exceeding    in    the    whole    one    year's 
assessment ; 
[b\  All  wages  or  salary  of   any   clerk  or  servant   in 
respect  of  services  rendered  to  the  bankrupt  or  the 
company  during  four  months  before  the  date  of  the 
receiving  order,  or,  as  the  case  may  be,  the  com- 
mencement of  the  winding-up,  not  exceeding  fifty 
pounds  ;  and  ^.^^^^^  ^^  GOOgle 
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(r)  All  wages  of  any  labourer  or  workman  not  exceed- 
ing twenty-five  pounds,  whether  payable  for  time 
or  for  piece-work,  in  respect  of  services  rendered  to 
th«  bankrupt  or  the  company  during  two  months 
before  the  date  of  the  receiving  order,  or,  as  the 
case  may  be,  the  commencement  of  the  winding- 
up  :  Provided  that  where  any  labourer  in  hus- 
bandry has  entered  into  a  contract  for  the  payment 
of  a  portion  of  his  wages  in  a  lump  sum  at  the  end 
of  the  year  of  hiring,  he  shall  have  priority  in 
respect  of  the  whole  of  such  sum,  or  a  part  thereof, 
as  the  Court  may  decide  to  be  due  under  the  con- 
tract, proportionate  to  the  time  of  service  up  to  the 
date  of  the  receiving  order,  or,  as  the  case  may  be, 
the  commencement  of  the  winding-up. 

(2)  The  foregoing  debts  shall  rank  equally  between 
themselves,  and  shall  be  paid  in  full,  unless  the  property 
of  the  bankrupt  is,  or  the  assets  of  the  company  are. 
Insufficient  to  meet  them,  in  which  oase  they  shall  abate 
in  equal  proportions  between  themselves. 

(3)  Subject  to  the  retention  of  such  sums  as  may  be 
necessary  for  the  costs  of  administration  or  otherwise, 
the  foregoing  debts  shall  be  discharged  forthwith,  so  far 
as  the  property  of  the  debtor,  or  the  assets  of  the  com- 
pany, as  the  case  may  be,  is  or  are  sufficient  to  meet 
them. 

(4)  In  the  event  of  a  landlord  or  other  person  distraining 
or  having  distrained  on  any  goods  or  effects  of  a  bank- 
rupt or  a  company  being  wound  up  within  three  months 
next  before  the  date  of  the  receiving  order  or  the 
winding-up  order  respectively,  the  debts  to  which 
priority  is  given  by  this  section  shall  be  a  first  charge  on 
the  goods  or  effects  so  distrained  on,  or  the  proceeds  of 
the  sale  thereof. 

Provided  that  in  respect  of  any  money  paid  under  any 
such  charge  the  landlord  or  other  person  shall  have  the 
same  rights  of  priority  as  the  person  to  whom  such 
payment  is  made. 

(5)  This  section,  so  far  as  it  relates  to  the  property  of 
a  bankrupt,  shall  have  effect  as  part  of  Section  40  of  the 
Bankruptcy  Act,  1883. 

(6)  This  section  shall  apply,  in  the  case  of  a  deceased 
person  who  dies  insolvent,  as  if  he  were  a  bankrupt,  and 
as  if  the  date  of  his  death  were  substituted  for  the  date 
of  the  receiving  order. 

2. — (i)  Nothing  in  this  Act  shall  alter  the  effect  of  Sec- 
tion 5  of  the  Act  28  &  29  Vict.,  c.  86,  "To  amend  the  law 
of  partnership,"  or  shall  prejudice  the  provisions  of  the 
Friendly  Societies  Act,  1875,  or  shall  affect  the  priority 
given  to  the  payment  of  funeral  and  testamentary 
expenses  by  Section  125  of  the  Bankruptcy  Act,  1883. 


Schedule. 
Enactments  Repealed. 


Session  and  Chapter 


Title 


46  Sc  47  Vict.  c.  28  The   Companies  Act, 

1883 


46  Sc  47  Vict.  c.  52     ...  The  Bankruptcy  Act, 
1883 

49  8c  50  Vict.  c.  28  . .  I  The  Bankruptcy  (Agri- 
I  cultural  Labourers' 
I      Wages)  Act,  1886 


Extent  of  Repeal 


The  whole  Act,  except 
as  regards  its  applica- 
tion to  Ireland 

Section  forty,  sub-sec- 
tions one  and  t>K'0 

The  whole  Act 


Having  referred  fully  to  the  payments  which  are  prefer- 
ential, we  will  deal  with  the  question  of  unsecured 
creditors. 

You  will  doubtless  receive  application  for  immediate 
payment  from  numerous  unsecured-  creditors,  but  I  do  not 
suggest  payment  at  once.     (Laughter.) 

Tell  them  to  send  in  their  accounts,  which  will  be  put 
upon  the  List  of  Claims.  Some  of  them  may  think  that 
they  will  receive  a  cheque  by  return,  but  that  is  not  alwaj's 
the  case.  (Laughter.)  Some  will  threaten  proceedings 
and  attenkpt  to  put  men  in  possession,  but  refer  them  to 
your  solicitor,  who  will  inform  them  as  to  the  state  of  the 
case,  as  otherwise  you  may  be  made  liable  for  costs. 
(Laughter.) 

You  must  take  diligent  steps  to  collect  the  debtors* 
accounts,  and  the  less  the  fact  of  the  Chancery  proceed- 
ings is  made  public  the  better.  If  that  knowledge  spreads 
you  may  find  that  a  man  who  deals  with  you  may  go  off 
somewhere  else  to  make  his  purchases,  so  that  it  is 
extremely  desirable  to  be  very  discreet  in  that  particular. 
Let  the  ninthly  accounts  to  debtors  go  out  just  as  usual. 
You  are  quite  entitled  to  continue  to  carry  on  the  busi- 
ness precisely  on  the  same  lines  and  in  the  same  style  as 
the  company  has  been  carrying  it  on.  You  may  give  credit 
in  the  ordinary  way,  as  long  as  there  are  no  extraordinary 
risks. 

You  will  find  that  in  order  to  keep  clear  of  trouble  you 
will  have  in  the  early  stages  of  the  proceedings  to  think  of 
your  duties  all  day  and  every  day,  and  most  of  the  night. 
(Laughter.)  There  are  many  pitfalls  surrounding  the 
manager,  and  you  must  keep  your  eyes  wide  open,  and  for 
a  time  you  must  devote  yourself  entirely  to  the  business 
until  it  is  running  smoothly  and  you  can  hand  it  over  to  a 
clerk. 

You  will  have  to  confer  with  solicitors — who  are  our 
very  £ood  friends — ^but  who  sometimes  give  advice  whicb 
you  feel  does  not  fall  in  with  your  own  views ;  and  do  not 
therefore  take  it  without  due  consideration  and  further 
consultation,  as  you  may  find  they  have  not  realised  the- 
exact  facts  of  the  case  to  be  advised  upon,  owing  to 
instructions  not  having  been  fully  or  properly  given  in  th» 
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Root  dne  is  usiMlly  regaxded  as  a  preferential  claim,  but 
really  tbe  landlord  has  no  preferential  rights,  except  by 
being  M^  to  take  stock  in  execution  in  order  to  enforce 
payment  of  rent  due.  However,  if  you  continue  the 
premises  over  the  quarter's  day  it  is  an  obligation  to  pay 
the  rent,  but  don't  hurry.  (Laughter.)  In  respect  to  gas  and 
electric  light,  you  will  have  to  make  arrangements,  and 
these  companies  will  advise  you  you  are  bound  to  pay 
arrears  if  they  insist  upon  it,  but  take  some  independent 
advice  from  your  solicitors  on  this  point  before  paying. 

A  strict  Cash  Account  must  be  kept,  and  in  order  to  have 
your  account  ready  for  lodging  in  Court  it  is  better  for 
you  to  show  the  credit  side  in  detail  than  for  you  to 
jumble  various  disbursements  into  one  round  sum.  Petty 
Cash  items,  however,  may  be  shown  on  separate  sheets, 
periods  and  the  total  entered,  say,  once  a  numth  in  your 
Cash  Account. 

Among  the  first  applications  which  will  have  to  be  made 
to  the  Master  in  Chancery  will  be  for  permission  to  give 
up  leasehc^d  premises  not  required,  for  permission  to  com- 
plete any  special  contract,  or  perhaps  to  refrain  from 
fulfilling  any  existing  contract  on  which  there  would 
'appear  to  be  a  loss  likely  to  arise. 

When  important  applications  have  to  be  made  in 
Chambers  it  is  desirable  that  the  manager  should  appear 
personally,  because  he  can  often  throw  light  upon  some 
point  which  the  solicitor's  clerk  can  not,  but  the  manager 
need  not  attend  merely  formal  applications. 

Next,  the  solicitors  must  apply  for  the  collection  of  debts 
which  have  not  been  paid  on  the  application  of  the 
manager,  and  which  he  is  advised  require  pressure,  but  no 
steps  involving  legal  proceedings  should  be  taken  without 
the  consent  of  the  Court. 

Then  it  may  be  wise  to  sell  undesirable  assets — ^that  is, 
special  portions  of  the  assets  not  required  in  the  ordinary 
way  of  business,  and  which  might  depreciate  in  value. 

Steps  should  be  taken  to  put  the  company  into  voluntary 
liquidation,  if  this  has  not  already  been  effected.  The 
unsecured  creditors  are  not  likely  to  proceed  any  further 
if  the  company  is  in  voluntary  liquidation — a  result  which 
can  be  effected  by  one  extraordinary  resolution,  if  it  is 
stated  that  by  reason  of  its  liabilities  it  cannot  continue  its 
business.  I  recommend  this  being  done  by  the  share- 
holders at  once,  as  there  is  no  reason  why  the  Official 
Receiver  should  be  allowed  to  put  his  finger  into  the  pie, 
with  tbe  view  of  nwking  fees  to  assist  in  justifying  the 
existence  of  an  insolvent  department  of  the  Board  of 
Trade. 

It  is  usual  to  appoint  the  receiver  to  be  liquidator  in  the 
voloataiy  liquidation,  and  in  that  capacity  nothing  can  be 
paid  oat  of  the  funds  realised  in  the  receivership  until  the 
debenture-holders*  capital  and  interest  and  the  costs  are  aJl 
paid.    For  instance,  the  advertisement  in  the  Gazette  of  his 


appointmmit  will  need  to  be  paid  personally  by  the 
liquidator,  although  it  may  ultimately  be  refunded  if  there 
is  a  surplus  for  payment  over  to  the  company. 

Where  affidavits  are  made  by  the  receiver  and  manager 
in  the  Chancery  proceedings  he  should,  if  he  pays  for  them 
himself,  at  once  recover  the  commissioner's  fees  from  the 
solicitors  having  the  conduct  of  the  proceedings,  as  they 
will  not  be  allowed  in  his  account  rendered  to  the  Court. 

Now  it  will  be  necessary  to  look  into  and  inquire  as  to 
the  position  of  firms  to  whom  goods  are  being  supplied  by 
contract,  and  in  cases  of  doubtful  stability  cash  should  foe 
required.  Particulars  of  all  contracts  for  the  purchase  of 
goods  or  supply  to  customers  should  be  ascertained. 

Always  use  diligence  and  common  sense  in  connection 
with  the  management,  and  you  are  pretty  certain  to  be 
safe.  Study  the  technique  of  the  business,  but  do  not 
devote  too  much  time  to  merely  technical  points.  Attend 
carefully  to  the  legal  aspect  of  points  arising  in  connec- 
tion with  the  conduct  of  the  proceedings,  so  far  as  they 
may  affect  you  personally. 

Carry  on  the  business  in  the  usual  manner,  and  advertise 
th^  fact  of  the  business  being  in  Chancery  as  little  as 
possible,  because  if  the  customers  are  in-formed  of  the 
appointment  of  a  receiver  and  manager  they  may  go  else- 
where and  the  goodwill  may  be  ruined.  The  object  of  the 
manager  being  appointed  ifi  specially  to  preserve  the  good- 
will and  to  sell  the  business  as  a  going  concern. 

Sometimes  the  employees  put  their  funds  together  and 
make  a  bid  for  the  business.  It  is  very  proper  that  they, 
knowing  the  possibilities  of  the  business,  should  buy  it. 
In  the  alternative,  the  business  may  be  discreetly  adver- 
tised. It  may  be  left  to  the  manager  as  to  the  best  way  to 
do  that.  If  competitors  in  trade  come  to  look  over  the 
works  with  an  expressed  intention  of  buying,  care  should 
be  exercised.  I  have  a  case  in  mind  where  an  opposition 
firm  of  wholesale  confectioners  came  to  look  over  the 
works  of  a  business  in  Chancery.  They  were  shown  every- 
thing, including  some  special  new  lines  in  sweets  in  boxes 
with  ornamental  covers.  The  firm  wrote  shortly  after- 
wards saying  that  they  were  not  prepared  to  make  an  offer 
for  the  stock  or  the  business,  and  would  proceed  no 
further  in  the  matter ;  but,  strangely  enough,  by  a  remark- 
able coincidence,  within  a  month  the  firm  in  question 
flooded  the  market  with  identical  packets  of  sweets ! 

Sales  of  portions  of  the  stock  and  plant  not  required 
should  be  arranged  privately,  if  possible,  and  sales  by 
auction  of  plant  and  manufacturers'  stock  should  only  be 
resorted  to  as  a  last  resource.  In  the  case  of  raw  material 
or  produce  for  which  there  is  a  ready  market,  and  which  is 
not  required  for  the  business,  a  Mincing  lane  broker  could 
realise  at  once. 

As  regards  sales  by  auction,  if  it  is  a  question  of  selling 
real  or  leasehold  property,  the  Cuurt  will  require  to  settle 
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the  conditions  of  sale.  If  it  is  a  question  of  selling  stock 
or  plant,  probably  the  Master  in  Chancery  will  permit  a 
"  sale  out  of  Court "  to  take  place.  It  is  well  in,  making 
an  application  for  this  purpose  that  the  exact  terms  as  to 
commissions  payable  to  the  auctioneer,  and  expenses  to 
which  he  is  to  be  entitled,  should  be  stated.  I  have  a  case 
in  mind  where  an  item  of  porters'  wages  for  shifting  stock 
was  not  allowed  by  the  Master  because  one  head  porter 
had  paid  the  under  porters,  and  rendered  one  account  to 
the  auctioneer,  instead  of  the  auctioneer  paying  each 
porter  individually  and  taking  a  separate  receipt. 
(Laughter.)  This  legal  refinement  is  often  hard  for  the  lay 
mind  to  understand,  but  as  time  goes  on  the  student  will 
find  it  more  and  more  difficult-  to  appreciate  the  refine- 
ments of  reason  which  govern  the  decisions  of  the  Law 
Courts.  (Laughter.)  In  the  particular  case  I  have  men- 
tioned there  happened  to  be  a  surplus  after  paying  the 
debentures,  and  the  manager,  who  was  also  the  liquidator, 
was  able  to  pay  the  costs  disallowed  in  his  capacity  as 
liquidator.  It  is,  however,  very  exceptional  to  have  a 
surplus  in  these  cases. 

If  a  purchaser  for  the  business  as  a  going  concern  is 
obtained  the  manager  will,  subject  to  the  consent  of  the 
Court,  enter  into  a  contract  selling  the  same.  The  con- 
sent ought  to  be  obtained  within  a  reasonable  time — say 
one  month.  It  is  usual  to  obtain  a  deposit  of  lo  per  cent, 
when  the  agreement  is  entered  into,  and  the  Court  will  pro- 
bably not  sanction  the  sale  unless  a  reasonable  deposit  has 
been  paid  as  a  guarantee  of  good  faith  on  the  part  of  the 
purchaser.  As  the  purchase  would  be  effected  as  from  a 
particular  date  the  manager  would  have  to  carry  it  on  as 
trustee  for  the  purchaser  until  the  whole  of  the  property 
is  paid  for  adid  handed  over,  and  under  these  circumstances 
provision  should  be  made  for  his  remuneration  for  these 
services. 

When  any  special  step  is  taken  by  the  manager  to  save 
loss,  or  protect  any  part  of  the  property,  which  involves  a 
special  payment,  application  should  be  made  to  the  Court 
at  the  earliest  possible  date  to  have  such  payment 
sanctioned. 

A  case  in  point  is  where  customers  were  being  supplied 
with  a  large  quantity  of  goods,  consisting  of  heavy  iron- 
work. The  goods  were  on  the  point  of  being  delivered  from 
the  baorge,  and  the  manager  heard  rumours  of  impending 
failure.  The  manager  stopped  the  barge  in  the  Thames, 
but  ultimately  being  advised  that  he  was  bound  to  deliver 
the  goods  he  did  so.  The  barge  owners  claimed  a  con- 
siderable sum  for  demurrage,  which  was  paid.  On  appli- 
cation to  the  Master,  with  full  explana/tion,  the  payment 
wa.^  allowed. 

On  another  occasion,  however,  the  Master  would  not 
allow  the  salary  of  a  bookkeeper  and  collector,  whose  ser- 
vices had  been  retained,  without  special  leave,  after  the 


business  had  been  sold,  and  after  the  receiver  and  manager 
had  accordingly  become  receiver  only.  No  doubt  had  the 
application  been  made  at  the  time,  and  the  circumstances 
explained,  the  claim  would  have  been  allowed. 

In  appoimting  a  representative  from  the  sta£f  of  the  com- 
pany to  be  in  charge  of  the  business,  see  that  you  choose 
the  right  man.  I  remember  an  instance  illustrating  this 
advice.  The  choice  lay  between  two  men,  one  of  whom 
had  been  the  founder  of  the  business,  and  a  second  man 
who  was  one  of  the  ordinary  directors.  The  manager 
chose  the  latter,  and  the  workpeople,  male  and  female, 
were  for  going  out  on  strike.  The  manager  had  to  inter- 
view and  harangue  separate  meetings  of  the  workpeople, 
telling  them  that  as  England  was  a  free  country  they  cer- 
tainly could  all  leave  if  they  wished.  They  decided  not  to 
leave,  and  eventually  the  manager^s  choice  was  found  to 
have  been  justified. 

As  regards  Claims  for  Kent,  I  may  mention  a  case  in 
point,  where  the  manager  paid  rent  to  the  end  of  the 
previous  quarter,  and  then  sold  off  part  of  the  stock  and 
removed  the  remainder  before  the  new  quarter  day,  offer- 
ing to  surrender  the  leases,  which  offer  was  accepted  by 
the  landlords.  The  Court,  however,  would  not  make  an 
order  approving  the  action  of  the  manager  until  all  the 
debenture-holders  had  signified  their  assent.  The  land- 
lord's solicitor  frequency  endeavours  to  make  the  manager 
liable  under  the  terms  of  the  lease,  but  such  a  claim  should 
be  strenuously  resisted.  The  claim  of  the  landlord  for 
dilapidations  would  simply  be  against  the  company  after 
the  debentures  had  been  paid  off,  although  the  manager 
sometimes  has  a  claim  for  dilapidations  mAde  against  him. 

If  there  are  contracts  for  the  supply  of  goods  to  a  munici- 
pality, or  Government  Department,  they  will  require  to  be 
even  more  closely  inquired  into  than  in  the  case  of  private 
firms  or  companies. 

To  instance  a  case  in  point.  A  company  had  a  contract 
with  the  War  Office  for  the  supply  of  goods,  for  which  the 
manager  rendered  an  invoice  amounting  to  £'j  los.  od. 
The  invoice  was  returned  by  the  department,  and  two 
quires  of  blue  double-demy  forms,  printed  all  over  with 
instructions,  were  sent  to  the  manager  on  which  to  fill  up 
particulars.  On  the  manager  pointing  out  by  letter  that 
the  form  sent  did  not  apply,  a  delay  of  ten  days  occurred, 
and  then  there  came  by  post  from  one  of  the  departments 
eight  quires  of  blue  double-demy  formsy  again  printed  and 
ruled  all  over.  Meanwhile  the  goods  themselves  had  beeo 
returned  as  not  being  up  to  the  specification ! 

If  the  business  is  losing  money  the  manager  should  apply 
to  the  Court  to  sell  it  forthwith,  in  order  to  relieve  himself 
of  what  in  six  months  or  a  year's  time  may  become  a  very 
serious  personal  responsibility.  He  is  oftentimes  put  in  a 
very  awkward  position  owing  to  his  solicitor  being  also 
solicitor  for  the  plaintiff  in  the  a^tion^^^^ose  in  point  : 
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Conoeraing  a  newspaper  company,  where  the  plaintiff 
wonld  not  allow  the  manager  to  accept  an  offer  of  about 
;f3o,ooo,  on  the  gromkl  of  it  being  insufficient,  with  the 
resolt  that  the  paper  was  ultimately  sold  for  about  ;£5,ooOt 
involving  the  maoager  in  a  personal  responsibility  of  some 
thousands  of  pounds  beyond  the  assets  realised. 

The  first  account  of  the  receiver  and  manager  will  pro- 
bably have  to  be  submitted  at  the  end  of  three  months.  He 
will  then  attend  before  the  Master  (after  the  account 
having  been  vouched  by  the  junior  clerk),  and  will 
endeavour  to  persuade  that  stern  official  that  he  is  entitled 
t^  5  per  cent,  on  the  receipts  and  a  special  allowance  of 
(say)  ;£ lyooo  as  manager.  A  case  occurs  to  me  in  which 
70  per  cent,  on  the  receipts  was  allowed,  but  this  was  the 
tail  end  of  a  Chancery  suit,  and  was  on  the  final  account, 
where  the  receipts  amounted  to  a  total  of  £2* 

There  is  an  appeal  on  the  question  of  remuneration,  as 
in  all  others,  to  the  Judge  in  Chambers,  if  the  manager  is 
dissatisfied  with  the  allowance  made  him.  The  Judge, 
however,  usually  supports  his  Master  (having,  no  doubt, 
discussed  the  matter  with  him  beforehand),  and  the 
receiver  and  manager  may  find  on  making  application  to 
the  Judge  that  not  only  is  there  no  increase  of  remunera- 
tion for  him,  but  that  he  may,  like  the  man  in  the  paraUe, 
even  have  taken  from  him  that  which  he  hath.  (Laughter.) 
Section  C, 

There  is  no  time  this  evening  to  discuss  Part  C,  contain- 
ing copies  of  all  the  documents  in  the  Chancery  proceed- 
ings arising  on  a  debenture-holder's  action,  I  will  therefore 
merely  submit  a  list  of  these,  and  trust  that  on  a  future 
occasion  we  may  have  the  opportunity  of  fully  discussing 
them. 

Reeeivtr  and  Manager^s  File  of  Proceedings, 

(i)  Writ  of  summons  in  action. 

(3^  Notice  of  motion  for  i^pointment. 

(3)  Affidavit  in  support  of  application.  3i8t  October 
1901. 

(4)  Affidavit  in  support  of  ^>plication.  6th  November 
1901. 

(5)  Affidavit  of  fitness  of  proposed  receiver  by  a  solicitor. 

(6)  Order  appointing  receiver  and  manager  (management 
three  months  probably). 

(7)  Statement  of  claim.    27th  November  1901. 

(8)  Order  for  judgment  giving  debenture-holders  charge. 
Tib  December  1901. 

(9)  Affidavit  of  receiver  and  manager  as  to  position  of 
coaipany's  affairs,  dated  13th  December  1901. 

(10)  ReoogDtsance  of  the  receiver,  dated  13th  January 
1902. 

(11)  Receiver  and  manager's  guarantee  society  bond, 
dated  13th  January  1902. 

(12)  Receiver  and  manager's  law  guarantee  and  trust 
society  limited  bond,  dated  13th  January  1902. 


(13)  Affidavit  of  receiver  and  manager  in  answer  to 
inquiries  made  under  Order  dated  7th  December  1901, 
dated  20th  January  1902. 

(14)  Certificate  of  result  of  accounts  and  inquiries. 
January  1902. 

(15)  Affidavit  of  W.  H.  Figures  in  support  of  summons 
for  leave  to  continue  to  act  as  manager. 

(16)  Order  allowing  W.  H.  Figures  to  continue  as 
manager. 

(17)  Master's  certificate  allowing  receiver's  security. 
(i8»  Affidavit  of  receiver  in  verification  of  first  account. 

(19)  Receiver  and  manager's  first  account.  8th  November 
1 901  to  the  31st  January  1902  (inclusive). 

(20)  Affidavit  of  receiver  and  manager  in  support  of 
summons  for  leave  to  sue  aikl  compromise. 

(21)  Affidavit  by  receiver  in  support  of  summons  for  sale. 

(22)  Affidavit  of  receiver  verifying  accounts. 

(23)  Affidavit  of  receiver  and  manager  for  remuneration. 

(24)  Affidavit  of  receiver  and  manager  making  petition  to 
sell  up. 

(25)  Costs  of  receiver  of  appointment  and  adjournment 
to  be  paid  by  receiver  pursuant  to  Order  dated  4th  May 

"903- 

(26)  Costs  of  defendant  company  of  appointment  and 
adjournment  to  be  paid  by  receiver  pursuant  to  Order 
dated  4th  May  1903. 

(27)  Affidavit  of  receiver  and  manager  in  support  of  sum- 
mons for  leave  to  sue. 

(28)  Master's  certificate  of  allowance  of  receiver  and 
manager's  first  account. 

(29)  Costs  of  solicitors  on  summons  to  vary.  Order 
dated  26th  May  1903. 

(30)  Costs  of  defendant  company  on  receiver's  summons 
to  vary  to  be  paid  pursuant  to  Order  dated  26th  May  1903. 

(31)  Affidavit  of  receiver  and  manager  verifying  his 
second  «K:count. 

(32)  Receiver  and  manager's  second  account.  1st  Feb- 
ruary to  the  30th  April  1902  (inclusive). 

(33)  Master's  certificate  of  allowance  of  receiver's 
second  account. 

(34)  Affidavit  of  receiver  and  manager  supporting  the 
employment  of  additional  clerks  for  a  certain  time. 

(35)  Affidavit  of  receiver  and  manager  verifying  his  third 
account  of  receipts  and  payments. 

(36)  Receiver  and  manager's  third  account  of  receipts 
and  payments,    ist  May  to  the  31st  July  1902  (inclusive). 

(37)  Master's  certificate  of  allowance  of  receiver's  third 
aocoimt. 

(38)  Affidavit  of  receiver  verifying  fourth  account. 

(39)  Receiver's  fourth  account.  1st  August  to  the  31st 
October  1902  (inclusive). 

(40)  Affidavit  of  receiver  as  to  items  in  fourth  account. 

(41)  Affidavit  of  receiveiL  verifying  l^sl^ourth  account. 
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(42)  Master's  certificate  of  allowance  of  receiver's  fourth 
accouiU. 

(43)  Affidavit  of  receiver  in  support  of  summons  to  vary 
Master^s  certificate  as  to  auctioneer's  account. 

(44)  Order  discharging  receiver,  &c. 

(45)  Affidavit  of  receiver  in  verification  of  his  fifth  and 
final  account. 

(46)  Receiver's  fifth  and  final  account,     ist  November 
1902  to  the  25th  June  1903  (inclusive). 

(47)  Master's  certificate  of  allowance  of  receiver's  fifth 
and  final  account. 


The  Chairman  said  he  would  venture  to  offer  a  few 
remarks  upon  the  interesting  lecture  Mr.  Fox  had 
delivered  to  them.  He  did  not  think  Mr.  Fox  had  quite 
made  it  clear  that  the  appointment  of  a  receiver  and 
manager  could  only  be  made  a  charge  upon  the  general 
undertakings  of  the  business.  Mr.  Fox  said,  "  Be  careful 
not  to  incur  debts."  They  might  be  landed  in  liabilities 
they  did  not  like  to  incur.  The  usual  way  was  to  make 
application  to  the  Court  for  leave  to  pay  certain  moneys. 
A  receiver  and  manager  might  be  appointed  on  a  Friday, 
and  on  Saturday  wages  were  due  and  not  a  penny  was  in 
the  till.  This  was  usually  the  state  of  affairs,  for  it  was 
only  as  a  last  extremity  that  a  manager  was  asked  to  step 
in.  Payment  was  often  paid  out  of  the  security  of  the 
assets.  As  to  the  length  of  time  for  li  managership  to  con- 
tinue, the  Court  would  not  allow  them  to  carry  on  for  any 
great  length.  They  were  usually  appointed  for  three 
months,  and  then  h-ad  to  apply  to  the  Court  again,  giving 
reasons  why  they  should  continue  another  three  months. 
And  this  was  comparatively  easy,  if  they  could  satisfy  the 
Court  that  the  business  was  paying  under  their  control, 
with  results  to  the  advantage  of  the  debenture-holders.  Mr. 
Fox  said  a  particular  business  lasted  eighteen  months.  He 
(the  Chairman)  knew  of  a  case  that  went  on  for  three  years. 
Ultimately  they  had  to  throw  it  up  altogether.  That  was  a 
mining  concern.  As  a  rule,  though,  the  Courts  did  not 
allow  any  length  of  time.  He  was  not  aware — he  thought 
the  practice  must  be  of  recent  date — that  the  appointment 
of  manager  dispensed  with  notice  to  the  clerks  in  the 
business  of  discontinuance  of  their  engagement.  The 
clerks'  rights  were  only  against  the  company  concerned. 
They  were  engaged  by  the  company,  not  by  the  debenture- 
holders,  and  formal  notice  to  them  seemed  necessary  for 
their  protection.  Creditors  had  to  take  their  action  against 
the  company,  and  to  enforce  their  rights  to  put  the  com- 
pany into  liquidation.  Sometimes  they  presented  a 
petition  for  winding  up.  If  compulsory  liquidation  was 
insisted  on  it  almost  universally  followed  that  the  matter 
was  transferred  to  the  winding-up  Court.  In  the  case  of  a 
receiver  and  manager  being  appointed  he  was  allowed  by 
the    Court    commission    on    results    specially    for    the 


management  of  the  business.  The  two  offices  were 
generally  made  separate  appointments.  Petty  accounts 
were  generally  voluminous,  and  he  feared  they  would  not 
be  able,  as  a  rule,  to  get  them  passed  in  the  form  Mr.  Fox 
suggested.  The  practice,  as  a  rule,  was  to  put  petty  dis- 
bursements into  a  separate  account,  but  not  to  put  them 
in  in  detail. 

Mr.  F.  G.  Bowers  said  th^y  would  all  be  gl<ad  to  get  a 
text-book  based  on  practical  accountancy  questions. 
Such  a  work  would  be  helpful  in  practice.  Mr.  Fox,  on 
the  oocasions  he  had  been  appointed  receiver,  appeared  to 
have  been  fortunate  in  not  having  to  hurry  very  much. 
Where  one  of  his  (the  speaker's)  principals  had  been 
appointed,  he  was  at  once  in  a  desperate  huny  to  act.  He 
had  to  rush  off  to  the  offices  or  works  to  turn  the  bailiffs 
out.  He  had  to  try  and  find)  the  Judge  in  Chambers,  and 
afterwards  to  pursue  him  to  his  country  house,  and  hurry 
back  to  stop  the  bailiffs  selling  off.  Then,  as  to  the  open- 
ing of  a  banking  account,  it  was  found  that  the  company's 
bank  refused  to  transfer  the  balance,  or  to  do  much  for  the 
receiver,  and  it  had  been  thus  rendered  absolutely  neces- 
sary to  pass  the  receiver's  payments  through  the  firm's 
account.  As  to  small  disbursements,  he  knew  a  case  in 
which  the  Master's  people  refused  to  take  it  in  detail,  and 
made  the  receiver  pay  the  expenses  of  preparing  it.  In 
some  oases  these  matters  were  taken  into  account  in  fixing 
the  remuneration  of  the  receiver  and  manager.  Mr.  Fox 
had  mentioned  some  items  which  appeared  to  have  given 
him  trouble.  They  were  expenditure  on  affidavits,  &c. 
His  (Mr.  Bower's)  experience  was  that  these  were  covered 
by  the  petty  expenditure  allowed  by  the  receiver.  As  to 
wages,  he  thought  a  record  of  these  was  generally  kept,  bul 
they  were  not  receipted.  They  were  verified  and  passed  in 
the  affidavit  of  the  receiver.  The  real  difficulties  of  the 
receiver  were  not  technical ;  they  were  practical.  They 
could  not  find  anybody  to  help  the  receiver  and  manager 
in  the  management  of  a  business.  He  supposed  that  must 
be  so,  and  be  left  to  the  general  business  knowledge  of  the 
accountant.  They  were  grateful  to  Mr.  Fox  for  his  lecture. 
As  an  addition  to  the  literature  of  accountancy  it  would  be 
the  most  practical  thing  of  its  kind. 

Mr.  H.  Barham,  A.C.A.,  said  that,  as  the  previous 
speaker  said,  the  practical  difficulties  were  their  greatest 
trouble.  The  legal  part  of  their  work  was  out  and  dried, 
but  practical  difficulties  would  arise.  Many  of  the  duties 
of  the  receiver  were  set  out  in  the  order  appointing  him, 
and  it  would  be  found  that  he  had  to  do  things  not  quite 
in  accordance  with  any  particular  lecture  or  paper.  Mr. 
Fox  had  referred  to  the  difficulty  of  payment  of  creditors. 
He  had  had  experience  where  the  receiver  was  expected  to 
pay  the  creditors  at  once,  the  amount  being  due  at  the  date 
of  appointment.  He  had  been  appointed  receiver  in  con- 
nection with  a  company  whose  bus^ess  depended  upon 
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the  gis  being  kept  going,  axtd  he  paid  ttie  gas  bill  in  order 
to  keep  the  buaineas  going.  But  be  was  told  by  the 
Master  that  he  had  no  right  to  do  this.  This  was  a  sample 
of  the  difficulties  which  the  receiver  experienced. 

Mr.  H.  I.Anhani»  A.C.A.,  said  that  a  practical  difficulty 
was,  where  a  receiver  was  also  appointed  liquidator,  and 
made  payment,  would  he  be  able  to  recover,  or  would  the 
debenture-holders  allow  him  his  costs?  Again,  what  were 
rates?  Was  water  a  rate,  now  that  we  had  a  Water  Board? 
Gas  was  not.  He  thought,  with  regard  to  the  difficulty  the 
last  speaker  got  into  through  paying  a  gas  bill,  that  he 
ought  to  have  said  to  the  gas  company,  as  to  other 
creditors,  **  This  account  will  be  paid,  but  you  will  have  to 
wait  for  it." 

Mr.  Bacham :  They  wouI<l  not  give  me  the  chance. 

Mr.  I.anham  proceeded  to  refer  to  a  curious  case  which 
came  under  his  notice,  where  a  receiver  and  manager  was 
appointed  liquidator,  and  twice  had  to  bring  an  action 
against  himself  as  manager,  because  the  debenture-holders 
wanted  the  business  sold  and  the  shareholders  objected. 
The  Judge  stopped  the  proceedings  at  last,  saying  they 
were  frivolous.  Finally,  be  asked,  supposing  a  receiver 
began  to  draw  money  out  as  soon  as  he  was  appointed,  as 
he  could,  and  he  was  afterwards  withdrawn,  what  rights  of 
recovery  were  left? 

Mr.  Fox,  replying  to  the  questions  on  the  discussion 
generally,  said  he  only  remembered  one  case  where  the 
question  of  directors  of  a  company  had  dxawn  fees  which 
they  were  not  entitled  to  draw  in  advance,  and  they  had  to 
repay  them  to  the  liquidator,  not  to  the  receiver.  The 
liquidator  recovered  costs  from  any  surplus  there  might 
be.  If  there  were  no  surplus,  there  was  no  way  of  his 
recovering.  Great  discretion  was  given  to  Masters  in 
Chancecy,  and  their  permission  for  payments  varied 
veiy  much.  He  had  known  the  same  chief  derk  to 
allow  only  i}^  per  cent,  on  the  turnover  of  a  business  of 
;^ioo,ooo  a  year,  and  5  per  cent,  on  a  business  of  ^^20,000 
a  year.  As  to  the  continuance  of  the  appointment  of  the 
manager,  the  Masters  at  the  Courts  apparently  had  less 
strain  put  opon  them  than  formerly,  and  more  time  to  look 
op  the  cases,  and  they  did  not  allow  any  very  long  con- 
tinuance of  the  appointment.  It  was  usually  extended  for 
quarterly  periods.  As  to  the  passing  of  certain  accounts, 
the  payment  by  the  manager  of  premiums  to  guarantee  his 
own  honesty  would  not  be  allowed  out  of  the  funds  in  his 
hands,  and  would  be  struck  out  of  his  account,  unless  he 
were  acting  without  remuneration. 

As  to  vouchers  for  wages,  the  amounts  paid 
were  osnally  entered  in  a  Wages  Book  which  the 
cashier  signed.  -Afterwards  the  cashier  might  have  to 
make  affidavit  sajring  that  he  had  paid  as  in  the 
book,  and  the  book  would  be  made  an  **  exhibit." 


Of  course,  questions  would  often  arise  which  they  could 
not  possibly  foresee,  and  all  they  could  do  was  to  keep 
their  weather  eye  open,  and  not  be  in  a  hurry  to  pay  money 
away.    (Laughter.) 

Expenditure  on  affidavit  fees  had  been  knocked 
out  by  the  junior  clerk  in  auditing  the  accounts, 
and  that  was  why  one  should  be  careful  to  get  them 
from  the  solicitors.  As  to  the  payment  of  unsecured 
creditors  at  once  on  appointment  of  receiver,  as  men- 
tioned by  Mr.  Barham,  that  was  an  unusual  position  of 
affairs,  and  a  large  surplus  must  have  existed. 

The  appointment  of  manager  was  often  made  in 
a  hurry,  and  the  receiver  had  to  do  many  things  at  once. 
For  some  time  matters  would  require  his  personal  atten- 
tion, and  it  would  be  a  little  while  before  he  could  hand 
over  a  part  of  it  to  one  of  his  staff. 

As  to  banking  accounts,  he  would  not  suggest  always 
going  to  the  bank  where  the  companies  had  their  accounts. 
He  went 'to  his  own  bank.  It  was  well,  therefore,  to  be 
on  friendly  terms  with  one's  bank.    (Laughter.) 

As  to  petty  disbursements,  he  did  not  suggest  that 
pennies  should  be  entered.  He  could  only  say  that  the 
accounts  as  he  submitted  them  were  passed  by  the  Court. 
They  were  vouched  for  by  the  junior  clerk  before  they  went 
to  the  Master.  Payments  of  over  £2  had  to  be  vouched 
for  specially. 

They  had  hardly  touched  the  fringe  of  their  subject  that 
evening.  He  hoped  to  be  able  to  put  the  various  docu- 
ments he  had  referred  to  in  such  a  form  as  to  give  some 
idea  of  their  particular  use — ^to  show  what  statements  of 
claim  and  other  documents  should  contain,  and  not  to 
present  them  with  all  blanks,  as  a  form  in  that  condition 
was  often  quite  useless  for  the  purpose  of  supplying 
information  to  the  student. 


On  the  motion  of  Mr.  F.  C.  Allwork,  seconded  by  Mr. 
F.  T.  Dickie,  a  vote  of  thanks  was  heartily  accorded  to  the 
lecturer. 

A  similar  compliment  was  paid  to  the  Chairman  on  the 
motion  of  Mr.  Harold  Barham,  seconded  by  Mr.  Comben. 


Aeetina  tor  tbe  ensuina  TRIleeft* 


Thursday — Lbbds  and  District  Chartered  Accountants 
Students'  Association.— Lecture,  *•  The  Administra- 
tion of  the  Estates  of  Deceased  Insolvents,"  by  Mr. 

D.  F.  de  L*Hoste  Ranking.         (^^  r^r^r-^^r> 
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failures  1905. 


statistics  of  Failures  In  the  United  Kingdom  during  the  year  1905. 


Bt  Richard  £.  Setd,  F.S.S. 


The  number  of  Failares  annoonoed  during  the  yeat  1906  was  10,231  (5,402  Bankraploiee  and  4,829  Deeds  of 
Arrangement,  including  Soofccfa  Trust  Deeds),  of  which  916  (492  Bankruptcies  and  424  Deeds  of  Arrangement)  are  in 
the  financial,  wholessle,  and  manufacturing  branches  of  trade,  and  9,816  (4,910  Bankmptoies  and  4,405  Deeds  of 
Arrangement)  in  the  retail  trade,  professional  pursuits,  and  working  classes,  &o. 

The  Failures  in  the  Wholesale  Trades  were  distributed  as  follows :— 

190B.  1904.  1906. 

In  Liondon  ••  ••  ••  ••  ••  •• 

„  Lancashire  and  Cotton  District       ..  ••  ..  •• 

„  Yorkshire  and  Woollen  District 

.,  Birmingham  and  Iron  District  (including  BheflBeld) 

„  Newcastle,  Hull,  Middlesbrou^,  and  North  Eaet  Coast    . . 

„  Bristol,  West  of  England  and  South  Wales 

„  Rest  of  Provinces      '      . . 

„  Scotland         ••  ••  ••  ••  ••  •• 

„  Ireland  ••  ••  ••  ••  •• 


215 

224 

279 

112 

169 

132 

110 

99 

98 

64 

118 

101 

80 

29 

89 

17 

87 

48 

142 

•114 

•126 

82 

80 

90 

21 

18 

18 

*  Leicester  and  Midlands,  190^,  80;  ProTinoes,  34. 

*  Leicester  and  Midlands,  1905,  96 ;  Provinces,  80. 

The  number  of  Failures  in  each  month  during  the  year  1905  was  as  follows : — 

Jan.    Feb.  March  April   May   June   July    Aug.    Sept.    Oct.    Nov.   Dec. 
Wholesale  ..  ..81        76      105        81        78        61        61        78        81        69        88        67 

Retail      ..  ..  ..     769      810      951      G92      821      756      697      769      678      829      880      713 


Of  which  Deeds  of  Arrangement 

Wholesale 
Retail     .. 

Distributed  as  follows : — 

I—  {Mr!' 


33        32        57        46        27        32 
386      899      467      824      396      817 


31      32        30        86        44        24 
362    890      315      368      409      342 


Jan.    Feb.  March  April    May   June    July    Aug.    Sept.    Oct.    Nov.    Dec, 


77        69        95        70        65        54        54 


4 
76 

24 


6 
80      103 


816      598 
8        11 


Sf- 


73        63        72 


1 
37 


2 
82 


7 

69      102 
1 
20 


686      628      660      606      788      722 
6  7  7  7  6        18 


35 


81 


54        84 
—  1 

20        26 


43 

1 

32 


73 
23 


78 

3 

80 


56 
616 

9 
76 

2 
22 


The  various  branches  of  Commerce  show  the  following  proportions  of  Fatlures  :— 


Agonte,  oommlt.,  fto... 

Bsnkera,     bankB     and 

foreign  bankers 
Boota  and  shoes 

Brewers 

Oement,  asphalte,  ftc.. . 
Oigars  and  (obaooo 


1908. 
B      D     Tl. 
60     18     78 


Contraotors 

Com    merchants    and 

millers  . . 
Cotton    and     Oolonial 

brokers 
Cotton    spinners     and 

manoiactuers 

Carriers,  tanners,  and 
leather  merchants  .. 

Dlsooont  A  bill  brokers 

Wholesale  chemists  and 
dmggists 

Drysalters,  oils,  and 
oolonrs 

Dyers,  bleachers,  and 
llnishers 


—  1 
86  68 

—  1 

—  2 
4  18 

—  2 

8  14 

4  7 

10  16 


1904. 
B      D     Tl. 
82     19     51 

1  ~ 
28  40 
8       9 

—       1 

1 
6 

4 

6 
4 


1905. 
B     D    fn 
80      18     48 


18      18     26 


7 

19 

2 

7 

1 

8 

11      13      24 


1 

_ 

_ 

_ 

68 

86 

86 

71 

5 

2 

4 

1 

^ 

2 

8 

6 

8 

24 

18 

10 

28 

6 

1 

8 

18 

10 

10 

20 

5 

2 

5 

20 

- 

8 

8 

24 

16 

10 

26 

8  8  6 
15  9  24 
7     10     17 


7  8  10 
9  11  90 
6     15     21 


4  5       9 
7       4      U 

5  5      10 


B 
Bleelroplalen  ..  1 

Bngiaeers,  foanders, 
iron,  and  metal, 
merohanis  ..81 

Financial  aganls        ..  18 
Olaas,    lead,    earthen- 
ware       

Gunpowder                ..  — 

Hats  and  caps . .        . .  6 

Bops        1 

JeweUers 8 

Manafaetorers  A  mer- 
chants   of    woollens, 

■ilka, Ac.  ..  W 
Merchants  ..54 
Oil-cloth  .. 

Provisions  6 

Bope,  sails,  Ac.           . .  4 

Ship-brokers  A  owners  7 

BhipboUdeti               ..  — > 

Statiomn,  paper,  Ae.,  9 
Bogar  refiners   .. 

Tea,  coffee,  A  grooeriei  6 

Timber 8 


1908. 
D     Tl. 
1       9 


51     82 
1     14 


1904. 
B      D     Tl. 
2     10     19 


-       1 


16 

8 


60    158 
1      16 

9     17 


B      D  'ti. 


86     70    156 
28       1      28 


5  11           8       6       9 

9  8—11 

8  11           4     11      16 

81  59         24     60     74 


4      11 

1       a 

IS      SI 


40      70 


46    100 


85     87      72 


_      —      _  2 


11  17 
8  7 
8      15 


9      18 


97  20  47 

7  7  14 

7  8  10 

->  9  2 

1  6  7 


60      81  81 

—  2  2 
86      81  07 

—  4  4 

8  19 

1  a 

9  SO 


16 

1 
U 


—       1 


11     16 


^6     10 


t5fgi,illd  byK3t>C)gfe 


10       15 

IB    m 
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B      D     Tl. 


1904. 
B      D     TI. 


impoitart  of  fonign 

Coods 19  67  78  80  47  77 

Wine        6  14  ao  18  IS  25 

WooUoii    and    cotton 

WMCe  ....  8  8  6  —  6  6 
Woolsteplen  and  mer> 

ehnnta            ....  —  1  1  5  7  U 

TMnl     ..        ..800  9n~a  ~^  ~4^  ~ffi8 

In  Retail  Trades,  &o.;  there  were : — 

AfiOOoatMits      ....  6  —  6  17  9  10 

Adon,  •rtiite,  Ao.       ..10  —  10  11  4  16 

Aentod  waten,  *o.  . .  14  SI  85  18  84  4S 
AnetkmMn.        booM 

•genu,  sofTejora   ..  74  S8  07  78  S3  96 

Bakon 181  90  297  196  148  974 

BlAcktoilUit                 ..  41  S5  66  61  84  95 
Boatboildon,         niMt 

makecB           ....  6  5  10  17  8 

BnwaiB 6  4  10  11  10  SI 

Briekmakccs    ..       ..  11  10  91  11  6  17 

Braab  4  Ikuket  maken  6  8  14  4  7  11 

BvOden, arahltoeH    ..  8K  806  680  861  818  660 

BoltiMn 98  66  168  196  67  106 

Cab-driron,evtei^,*o.  4—4  2—9 
Cab,     omniboa      pio- 

prtotOM,liverYttablM  SB  99  60  96  96  61 
OftbiiMd  makers,  apbol* 

■tcren 81  68  99  64  106  179 

Caipenteva, joinars    ..  88  60  188  62  98  76 

Carriagabafldan        ..  96  11  87  27  84  61 

Carrien,  cart  ownan ..  SB  90  48  97  93  60 

GnrTan,fllderfi.4o.    ..  19  16  97  16  99  45 

Oattie  A  boree  dealan  19  7  S6  80  16  46 

Cbemtale  end  draggiM  S9  S8  44  80  66  86 
desks  end  oonuneroial 

traTallars                 ..  1S4  SB  168  968  88  996 

Glerfca  <bolj  ordevB)   ..  11  5  16  18  S  16 

Ooel  daalen      ..        ..  60  40  90  67  66  188 
eating- 

.  ffl  16  49  89  17  48 

,  89  65  117  66  98  169 

Coopeis S  —  9  9  S  4 

Oora     obeadlen,    bay 

aad  straw  deelan  ..  28  S9  66  96  S9  65 
Cow        keepers       and 

A^ymen  ..  97  19  80  4S  SO  6S 
Cjeie       maanfaelnrers 

aadageata     ..       ..  OS  87  100  67  81  188 

.  180  S14  468  15S  876  697 


1906. 
B     D     Tl. 


66      46  108 

7  19  28 

18  4 

8  6  8 
~m~4sii  916 


In    Anny  and    Navy 

(netfTasndretirad)..    94  8     86  27  8  89 

Fajcmm% 181  148   899  940  S40  480 

FUU^  smack  owners     5  16  9  4  18 

FUbsiVltsApoaNeMn    68  14     88  69  96  88 

..    40  69    m  86  41  77 


96   10  86 
68  85  148 


SO   U  81 
..  eor'sltles  60  48  108 


41  70    17  49  59 

1.104      60    154        104  48    169 

.  provision  d'lr^  888    694    989       806  668  1060 

81  90     51 

9  15      94 


M     77  181  67  186  SOB 

watebmYrs    86     66  100  66  98  149 

briaklayers    89     14  96  160  87  906 

17  8  6  18  23 


24 
16 
88 


2  96 
4  90 
SB     61 


86  24  110 

140  118  266 

60  45  96 

8  8  16 

6  8  14 

4  2  6 

8  5  7 

884  366  600 

188  96  986 
8—8 

86  29  65 

58  101  151 

61  19  68 
24  84  68 
SB  18  46 
21  28  49 
88  IS  51 
94  83  57 

915  49  987 

10  1  11 

70  60  180 

82  17  49 

64  106  170 

4  8  6 


99 

98 

67 

89 

98 

62 

66 

77 

183 

149 

860 

601 

95 

4 

29 

276 

947 

622 

8 

1 

9 

91 

40 

181 

88 

48 

81 

99  9     88 

68  60    118 

19  86      64 

141  58    199 

415  609  1114 


86      18 
7     99 


66  114  170 

40  79  119 

186  90  156 

4  10  14 


19 

7 

98 

5 


15 


16  27 

2  9 

20  48 

0  14 

3       7  10 

9      10  19 

8  28 


1906. 
B       D     Tl. 
Ijodging  honse  keepers    42     22     64 
Millers  A  oom  dealers    10     11     21 
MiUiners  and  artiftolal 

florists 88      47      86 

Miners,  colliers  ..49     —     49 

Mnsic      sellers       and 

pablisberfc  ..8       6       9 

Musical        instrument 

makers  and  dealers. . 
Newspaper  proprietors 
Nnrserymen,  florist j  . 

OUmen 

Opticians 

Pawnbrokers 
Photograpbers  .. 

Plnmbers,        painters, 
gasflttera  ..142 

Printers,       stationers, 

engravers                 ..48  78  126 

Professors  of  masic    . .      6  1  7 

PobUcans                    ..217  101  818 

Saddlers,  barness  mkrs.    19  85  54 

Bcboolmasters  ..        ..16  9  25 

Sblpwilghts                ..    _  .  ^ 

EUioe  and  boot  makers    74  188  212 

Solioitors                      ..67  8  60 

Stockbrokers  ..  ..13  5  18 
Surgeons,     physicians, 

dentists                    ..    20  11  81 

Tailors 120  198  318 

Timber  d'l'n  ft  sawyars    10  14  24 

Tobacoonists               ..68  56  109 

Toy  and  fancy  dealers     9  22  81 

Tradesmen's  assistants    86  17  108 

Undertakers               ..7  4  11 

Misoellaneoos 415  167  583 

Private 205  19  224 


1904. 

B  D  Tl. 

82  18  50 

81  87  68 

86  64  99 

46       1  47 

6       6  11 

10  24  84 

12       2  14 

28  18  41 

10  18  28 


1905. 

B  D  Tl* 

50  23  82 

19  88  45 

84  78  107 

47  4  61 

8  11  19 


14     98 
1      18 


9 
12 
18      IS     81 

4     90     24 


7      15     22 
16      11      26 


4 
85 


8      IS 
14      88 


124    266       116    158    274       161    178    842 


65  96  161 

1  1  9 
2BG  206  492 

32  50  82 

31  11  42 

2  2  4 
105  100  996 

46  10  56 

19  8  22 

2B  10  88 

126  250  376 

20  35  65 
44  76  120 

23  86 

16  91 

13  10  23 

97  62  149 

970  67  827 


13 
75 


60  107  167 

1  1  S 

318  184  447 

29  86  65 

87  14  61 

101  176  977 

81  9  40 

18  4  22 

47  12  69 

121  223  844 

23  31  54 

54  65  119 

16  82  88 

9  81 

9  16 

123  66  189 

S88  45  883 


72 
7 


4407  8561  7968     4725  4632  9867      4910  4405  9815 


During  tbe  year  1905  there  were  1,772  Limited  Companies 
wound  up.  comprising  . — 
888  voluntary  I    121  reoonstrnotlon 

7S9  on  aooonnt  of  liabilities  |     84  under  order  from  tbe  Conrt. 


In  the  Year 
1886 
1887 
1888 
1888 
1890 
1881 
1892 
1898 
1804 
1805 
1806 
1897 
1898 
1809 
1900 
1901 
1008 
1908 
1904 
1905 


Number  of  Failares 

5,714 

5,862 

9,217 

8,782 

7,876 

8,688 

9,609 
10,668 
10,507 

9,458 

8,848 

8,724 

8,806 

8,600 

9,224 

9,118 

8,821 

9,206 
10,940 
10,281 


Wholesale 
588 

610 
1,006 

820 

894 
1,118 
1,189 
1,099 
1,008 
1,018 

919 
1,000 
1.090 

847 


864 

789 


916 


ReUil 
5,181 
5,988 
8,909 
7,903 
6,982 
7,420 
8.470 
9,559 
9,414 
8,445 
7,924 
7,724 
7,875 
7,768 
8,802 
8,166 
7,967 
8,416 
9,887 
9.815 


Report  of  the  Inspector-General  for  the  years  ending  December 
318C 1895,  1896,  1897,  1^1  i^i  i9<^>  190I1  Z902,  1903,  and 
1904.    England  and  Wales  only. 

Liabilities 


1895 
1886 
1897 
1806 
1899 
1900 
1901 
1909 
1908 
1904 


No.  of  Oases 

7,858 
7,424 
7,282 
7.588 
7,067 
7,764 
7,618 
7,607 
7,908 
8,681 


jBll.897,212 
10,882,021 

9,659,118 
10,689,494 

9,948,480 
10,742,995 
10,794,761 
10,062,797 

9,675.282 
12,086,867 


Assets 

£4,586.015 
4,672,968 
4,666,671 
4,586,160 
8,698,766 
5.000,151 
5,497,457 
5,687,686 
6,04i|^ 


gitized  by  VnOO 


Estimated  Loss 
to  Creditors 
JB8398.254 
7,266,688 
6,498,160 
7,680,878 
7.098,171 
8,861,894 
8314306 
7,468,077 
7,892,960 
9,871,780 
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Society  of  Hccountanta  an^  HuMtors* 

The  following  are  the  results  of  the  December  examina- 
tions :— Final  Honours  candidates  in  order  of  merit  (the  first 
ten  receive  each  a  prize  and  a  certificate  of  merit).  — 
H.  Kirk,  Bolton ;  G.  N.  Worters,  London;  E.  J.  Blevin, 
Liverpool;  H.  Wildgoose,  Manchester;  P.  E.  Slack, 
London;  A.  R.  Green,  London;  P.  J.  Dawson,  Bir- 
mingham; W.  H.Grainger,  London;  A.  A.  Kilner,  Man- 
chester; and  G.  H.  Richardson,  London.  Alphabetical 
order.— H.  C.  Addiscott,  Plymouth;  F.  E.  Atkinson, 
London ;  A.  E.  S.  Barker,  West  Hartlepool ;  W.  H.  Baskin, 
Dublin  ;  A.  A.  Baster,  Southampton ;  W.  Blundell,  South- 
port;  J.  C.  Bolton,  Blackpool ;  E.  B.  Boyd,  London  ;  E.  B. 
Brown,  London;  H.  I.  Burrell,  Eastbourne;  H.  M. 
Campbell.  Bradford;  J.  A.  Chapman,  Manchester; 
W.  Dudbridge,  Stroud  ;  H.  R.  Dutton,  St.  Helen's ;  W.  H. 
Firth,  Bradford  ;  H.  A.  Garrad,  London  ;  C.  E.  B.  Griffin, 
St.  Helen's;  J.  H.  Harding,  London;  P.  A.  Kimmins, 
Stroud  ;  C.  Leigh,  Southport ;  H.  E.  Makeham,  London  ; 
W.  J.  Fallot.  Cardiff;  W.  J.  Peirce,  London ;  H.  G.  Read. 
Birmingham  ;  J.  Rees,  London  ;  J.  L.  Roberts,  Carnarvon  ; 
H.  V.  T.  Robinson,  Wolverhampton;  R.  F.  Scamell, 
London ;  C.  Smirk,  Preston ;  T.  H.  Soul,  London ; 
G.  Stirling,  Manchester;  W.  C.  Tuke,  Leeds;  C.  E. 
Underwood,  Stroud  ;  G.  H.  Walker,  HaUfax  ;  J.  H.  Ward. 
London ;  W.  H.  Ward,  London  ;  L.  Wilde.  London;  R.  S. 
Windle,  Bamoldswick  ;  A.  Wroot,  Goole ;  J.  B.  Young, 
Manchester.  (Eleven  candidates  failed  to  satisfy  the 
examiners.)  Equivalent  to  Final. — ^Alphabetical  order. — 
F.  H.  Bennett,  H.  E.  Chapman.  H.  J.  Eldridge,  T.  F. 
Greves,  W.  Morris.  A.  Neill,  J.  P.  Pattison,  F.W.  Stephens, 
A.  C.  Vincent,  and  J.  H.  Worrall,  all  of  London.  (Six 
candidates  failed  to  satisfy  the  examiners.)  In  the  Interme- 
diate (honours)  examination  Albert  Allen.  Sheffield,  obtains 
the  prize  and  first  place  certificate. 


®bituars« 


Thomas  H.  Casey,  P.C.A. 

Wb  regret  to  announce  the  death  of  Mr.  Thomas  H. 
Casey,  senior  partner  in  the  firm  of  Thomas  H.  Casey  & 
Son.  Chartered  Accountants,  of  Pearl  Buildings,  Portsmouth, 
which  took  place  on  the  2nd  inst.  at  his  residence,  32  St. 
Peter's  Grove,  Southsea,  after  a  very  painful  illness.  The 
late  Mr.  Casey  had  practised  in  Portsmouth  for  the  past 
twenty-seven  years.  He  received  his  early  training  in  the 
office  of  Messrs.  Brett  &  Co.,  accountants,  of  Coleman 
Street,  E.C..  and  became  a  member  of  the  Institute  of 
Chartered  Accountants  in  1880.  His  son,  Mr.  Arthur  B. 
Casey,  who  was  admitted  into  partnership  in  1901,  now 
succeeds  him  in  the  business.  The  deceased  was  widely 
known  and  respected  in  commercial  circles.  He  leaves  a 
widow,  a  son,  and  two  daughters,  to  mourn  their  loss. 


personaL 


Mr.  J.  TiNOALL  Bunch,  Chartered  Accountant,  announces 
that  he  has  commenced  practice  at  Imperial  Buildings. 
Bridge  Street.  Walsall. 

Mr.  Norris  H.  Deakin,  Chartered  Accountant,  of  Foster's 
Buildings,  22  High  Street,  Sheffield,  announces  that  he  has 
taken  into  partnership  Mr.  William  J.  Furnival,  whoser\'ed 
his  articles  with  Mr.  C.  E.  Riddbll,  of  Sheffield,  and  has  been 
admitted  a  member  of  the  Institute  of  Chartered  Accountants. 
The  business  will  in  future  be  carried  on  under  the  style  of 
Deakin  &  Furnival. 

Mr.  F.  W.  Densham,  B.A..  Chartered  Accountant,  has 
removed  from  Finsbury  Pavement  House,  to  "  Filleigh." 
Westbury  Road,  New  Maiden,  Surrey. 

Mr.  William  R.  Gaff.  C.A.,  F.F.A..  and  Mr.  R. 
Tristram  Harper.  A.C.A.,  announce  that  they  have  entered 
into  partnership,  and  are  now  carrying  on  business  as 
Chartered  Accountants  and  Auditors,  at  53  New  Broad 
Street,  London,  E.C..  under  the  style  of  Gaff,  Harper 
&Co. 

Mr.  E.  J.  Gardiner,  after  forty  years  service,  has  retired 
from  the  firm  of  Messrs.  C.  F.  Kemp,  Sons  &  Co.,  as  and 
from  the  ist  instant. 

Mr.  Lawrence  Lord,  F.C.A..  of  Irwell  Terrace,  Bacup. 
announces  that  the  partnership  which  has  been  carried  on 
by  himself  and  Mr.  Arthur  W.  Aked.  F.C.A.,  for  so  many 
years,  as  Chartered  Accountants,  under  the  style  of 
F.  Hunter,  Gregory  &  Lord,  has  now  come  to  an  end  by 
effluxion  of  time.  The  business  will  be  continued  by  Mr. 
Lord  and  his  son,  Mr.  J.  Roberts  Lord,  A.C.A.,  under 
the  same  style  as  heretofore. 

Mr.  David  Sibbald.  Chartered  Accountant,  has  been 
appointed  a  Public  Auditor  under  the  Friendly  Societies  Act. 
1896,  and  the  Industrial  and  Provident  Societies  Act.  1893. 

Mr.  W.  a.  Tolley,  Incorporated  Accountant,  Kidder- 
minster, has  been  appointed  a  Public  Auditor  under  the 
Friendly  Societies  Act,  1896,  and  the  Industrial  and 
Provident  Societies  Act,  1893. 

Messrs.  George  A.  Touch  &  Co.,  Chartered  Accountants, 
Basildon  House.  Moorgate  Street,  London,  E.C.,  have 
admitted  Mr.  Leslie  Whittem  Hawkins.  A.C.A.,  to  be  a 
member  of  their  firm. 

Mr.  Albert  H.  Warriner,  A.C.A.,  announces  that  he 
has  taken  into  partnership  Mr.  J.  Francis  Marrian,  A.C.A. 
The  practice  in  future  will  be  jointly  carried  on  at  Bank 
Chambers.  Temple  Row.  Birmingham,  under  the  style  of 
Warriner,  Marrian  &  Co.,  Chartered  Accountants. 

Mr.  J.  W.  Watson,  Chartered  Accountant,  announces  that 
he  has  commenced  to  practise  at  8  Priestgate,  Darlington. 

Mr.  W.  Percy  Vicksrman,  Chartered  Accountant,  an- 
nounces that  he  has  commenced  practice  at  9  Parliament 
Street,  Hull.  ^  t 
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Cbattere^  Hccountants'  6oIf  Club* 


Annual  Tournament. 


TwBNTY-six  couples  have  entered  for  the  Annual  Tourna- 
meot  of  the  Chartered  Accountants'  Golf  Club.  Matches 
will  be  decided  by  one  round  of  eighteen  holes,  and  the  odds 
between  the  competitors  will  be  three-fourths  of  the  di£fer- 
ence  between  the  handicap  allowances.  Matches  are  to  be 
played  by  mutual  arrangement,  and  the  first  round  must  be 
completed  by  February  19th.  Three  couples  have  received 
byes  in  the  first  round,  and  accordingly  pass  into  the  second 
round.    The  draw  is  as  follows ; — 


First  Round. 

Handicap 

A.  D.Barber,  Sheffield 

•     (5) 

V,  F.  L.  Fisher,  London 

(10) 

J.  W.Barber. Sheffield 

.      U) 

V.  J.  Gane.  London 

(18) 

£.  J.  Husey,  London        

•   (15) 

V,  W.  H.  King,  London       . . 

(17) 

T.  Wise,  London 

•    (14) 

V.  H.  Wingfield.  London 

(7) 

D.  D.  Robertson.  London 

.    (II) 

9.  A.  0.  Miles,  London 

(9) 

A.  H.  Heap.  Sheffield 

.    (12) 

V.  R.  S.  Bain.  London 

(7) 

H.  Champness.  London 

.     (9) 

p.  G.  Dixey,  London 

(16) 

A.  H.  King  Farlow,  London 

.    (3) 

V.  G.  M.  Gilbert,  London    . . 

(") 

A.  Pa^e,  London 

•      (M) 

tF.  H.  Walters,  London 

(15) 

H.  Kidson,  J unr.,  Manchester    .. 

.        (5) 

r.  W.  F.  Mapleston,  London 

(6) 

G.  Gordon,  Leeds 

.      (II) 

V.  T.  D.  Cocke,  London 

(15) 

W.  W.  Read,  London 

•      M 

V.  H.  M.  Smith,  London      .. 

(5) 

C.  F.  Bowker,  Ealing 

.        (8) 

r.  S.  P.  Derbyshire,  Nottingham  . 

(17) 

T.  G.  Mellors,  Nottingham 

.(plusi) 

V.  W.  Walker,  London 

(10) 

£.  M.  Robinson,  London 

.      (16) 

v.  Clare  Smith,  Clifton 

(iQ) 

A.  H.  Downes,  London 

.        (8) 

V.  S.  C.  Leonard,  London    .. 

(9) 

J.  Harris,  London 

•      (17) 

V.  D.  Hill,  London 

(14) 

C.  F.  Burton.  London 

•      (") 

V.  M.  Jenks,  London. . 

(15) 

Sir  John  Craggs,  London 

•      (10) 

V.  A.  Goddard,  London  •     . . 

(17) 

H.  W.  r>.  Soper.  London 

.        (9) 

V.  F.  Hyland,  London 

(17) 

D.  Fordc,  London 

•        (8) 

V.  H.  F.  Turner,  Epsom      .. 

(5) 

Handicap 

E.  C.  Brown,  London (10) 

».  T.  M.  Till,  London  ..         ..  (13) 

F.  W.  Pixley,  London (18) 

V.  W.  E.  Mounsey,  Liverpool        . .  (20) 

Second  Round  (Byes). 
E.  Cooper,  London  (12) 

V.  J.  Ford,  London (18) 

J.  G.  Fowler,  London       (scratch) 

v.  D.  Hill,  Junr.,  London    ....  (6) 

J.  D.  Pattullo,  London (ii) 

».  S.  Cronk,  London (7) 


A  friendly  game  of  football,  under  the  title  of  "  Presi- 
dents V.  Vice-Presidents."  between  teams  from  the  offices  of 
Messrs.  Gane,  Jackson,  Jefferys,  Wells  &  Co.,  and  Messrs. 
W.  B.  Peat  &  Co..  was  played  at  Palmer's  Green  on 
Saturday  last.  A  number  of  clerks  from  both  offices  accom- 
panied the  teams,  and  a  pleasant  and  well-contested  game 
ended  in  a  narrow  victory  for  the  "  Vice-Presidents"  by  four 
goals  to  three. 


failures  an^  JStUs  ot  Sale  in  £n^lan^ 
an^  TROales. 


According  to  Kemp's  Mercantile  GaxeUe,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  Jan.  5th,  was  128,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  London  GautU, 
83 :  Deeds  of  Arrangement  registered,  45.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were  : 
Bankruptcies,  103  :  Deeds  of  Arrangement,  62— total,  165  ; 
being  a  decrease  of  37. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
Jan.  5th,  was  102.  The  number  in  the  corresponding  week 
of  last  year  was  119,  showing  a  decrease  of  17. 


Debentures. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week 
ending  Friday,  Jan.  5th,  amounted  to  ;^i.oi5,392,  by  way 
of  addition  to  ;^i, 419,265,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  was  ;^2, 979,087,  showing  a  decrease  of 
;f  1. 963.695.       ^^___,,,,_^^^^_^,__,,,__ 

The  Profession  in  Scotland. 


Personal. 

The  firm  of  L.  &  R.  H.  Robertson,  C.A.,  58  St.  Vincent 
Street,  Glasgow,  of  which  Hugh  Brown,  Junr.,  and 
Lawrence  V.  G.  Robertson  were  sole  partners,  has  been 
dissolved  as  at  31st  December.  Mr.  Hugh  Brown,  Junr., 
has  taken  over  the  Chartered  Accountant  business*  and 
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will  continue  the  same  at  the  same  address,  under  the  style 
of  Robertson  &  Brown,  C.A.  Mr.  Robertson  has  taken 
over  the  stockbroking  business,  and  will  continue  it  under 
the  style  of  L.  &  V.  G.  Robertson. 

Mr.  W.  S.  Buttar,  a  member  of  the  Edinburgh  Society  of. 
Accountants,  has  now  begun  the  practice  of  his  profes- 
sion at  536  Hastings  Street,  Vancouver. 

Mr.  Thomas  Scott,  Junr.,  a  member  of  the  Edinburgh 
Society  of  Accountants,  has  been  appointed  joint  managing 
director  of  the  Banco  Commercial  de  Costa  Rica,  whose 
head  office  is  in  San  Jos6,  Costa  Rica. 


Will. 

Mr.  Francis  More,  of  59  Fountainhall  Road,  Edinburgh, 
Chartered  Accountant,  of  the  firm  of  Messrs.  Lindsay, 
Jamieson  &  Haldane,  of  24  St.  Andrew  Square,  Edinburgh, 
who  died  on  the  i6th  October  last,  aged  sixty-seven  years, 
left,  exclusive  of  fuads  vested  in  him  as  the  trustee,  per- 
sonal estate  in  the  United  Kingdom  valued  at  ;f  24,347,  of 
which  his  interest  as  a  partner  in  the  firm  of  Messrs. 
Lindsay,  Jamieson  &  Haldane  has  been  valued  for  probate 
at  ;f  "»27S.  

Scottish  General  Examining  Board. 

At  the  recent  half-yearly  examinations  held  by  the 
General  Examining  Board,  there  were  88  candidates  for 
Preliminary  Examination,  of  whom  51  passed  and  37 
failed.  Thirty-two  obtained  exemption  from  this  examina- 
tion in  respect  of  school-leaving  or  other  equivalent 
certificates.  Of  69  candidates  for  Intermediate  Examina- 
tion, 51  passed  and  18  failed ;  and  of  62  candidates  for 
Final  Examination,  25  passed,  or  completed  the  examina- 
tion, 12  passed  the  first  division  only,  and  two  the  second 
division  only,  while  23  failed  in  the  examination.  The 
following  candidates  passed  with  distinction  :  — Charles 
Hewitt  Lawson,  George  Duncan  Stewart,  and  David 
Young. 


COURT    OF    SESSION. 


Edinburgh— Outer  House. 

Before  Lord  Dundas. 

Jan.  2. 
W.  J.  Paterson  y.  J.  Bennet. 

An  Accountant's  Business  Account. 

Judgment  was  issued  in  an  action  by  William  Guthrie 
Paterson,  C.A.,  19  South  Castle  Street,  Edinburgh,  against 
Joseph  Bennet,  gas  meter  manufacturer,  41  Hermitage 
Gardens,  Edinburgh,  to  recover  payment  of  ;f  116  19s.  In 
1899  the  defender  became  a  partner  with  a  Mr.  Garth  in  the 
firm  of  Handel,  Garth  &  Co.,  music  sellers,  Edinburgh, 
and  the  amount  sued  for  was  in  name  of  remuneration  for 
work  alleged  to  have  been  done  and  services  rendered 
between  January  1903  and  April  1905. 

Lord  Dundas  found  that  the  amount  which  the  pursuer 
was  entitled  to  recover  from  the  defender  in  full  of  his 
vrhole  claim  was  £6g  5s.    He  accordingly  decerned  for  that 


sum,  and  found  the  pursuer  entitled  to  expenses,  but 
modified  to  one-half  of  the  taxed  amount.  Dealing  with 
the  question  of  expenses,  his  Lordship  said  that  if  a  pur- 
suer brought  an  action  of  damages  for  ;f  116  19s.,  and  suc- 
ceeded in  recovering  £6g  5s.,  he  would  as  a  rule  be  entitled 
to  his  expenses.  But  where  a  detailed  account  was  sued 
upon,  and  the  pursuer  while  recovering  a  substantial  sum, 
was  unsuccessful  upon  some  of  the  particular  charges, 
including,  inUr  alia,  the  largest  single  item  in  the  amount, 
the  position  was,  in  his  Lordship's  judgment,  different, 
and  he  thought  that  justice  would  be  done  in.  this  case  by 
allowing  the  pursuer  his  expenses,  but  modified  at  one-half 
of  their  taxed  amount. 


JBanft  Vate  of  SXsconnt* 
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INSTITUTE    OF    CHARTERED    ACCOUNTANTS. 


LIST   OF   SUCCESSFUL   CANDIDATES. 

At  the  EXAMINATIONS  held  in  NOVEMBER  and  DEOEMBEB  1905. 

PRELIMINARY    EXAMINATION. 


(Candidaites  who  obtained  a  certain  number  of  marks,  in  Order  of  Merit) 
Name  Where  educated 


Dawson,  C.  J.,  BirmiDgham 

(Priu) 
Hornby,  C.  H., 

Great  Malvern 
Acton,  A.  H., 

Wellingborough 
Whitby,  E.  R.,  Clevedon 

TbISTUETH WAITS.  B., 

Great  Ayton 
BouLD.  H.  S..  Bristol 
Spibby,  J.,  Tottington,  near 

Bury 
Hadfibld,  K..  London 
Marshall,  C.  J.,  London 
Brown,  G.  R.,  Winchester 

Carby,  cm..  New  Maiden 
Adams.  L.,  Bexley  Heath 
Lloyd,  J.,  Famley,  Leeds 
OcocK,  W.  P.,  London 
Harb.  W.,  Blackburn 


King  Edward's  High  School 
Malvern  College 

Grammar  School, 

Wellingborough 
Mill  Hill  School 
Leighton  Park  School, 

Reading 
Bristol  Grammar  School 
Manchester  School  of 

Commerce 
Nottingham  High  School 
Bedford  Modern  School 
Northgate  School, 

Winchester 
Kingston  Grammar  School 
King's  College 
Kingswood  School.  Bath 
Merchant  Taylor's  School 
Blackburn  Grammar  School 


(In  alphabetical  order) 

Arnold,  L.  G..  Bradford  Grammar  School 

Saltaire.  Yorks 
Barr,  a.  J.  a.  W..  London    Haberdashers'  School. 

Hampstead 
Bbll.  a.,  Newcastle-upon-    Dame  Allen's  Endowed 

Tyne  School.  Newcastle 

Bell,  E.  J.,  London  United  Westminster  School 

Bbnnbtt,  D.  M..  London        St.  Edmund's  College, 

Ware.  Herts  I 
Biggs.  R.  L.,  Birmingham      King  Edward  VL  Grammar  i 

School  I 

Buss,  C.  C,  London  City  of  London  School  i 

BoLEB,  J.  E.,  Sheffield  Central  Higher  School,  I 

Sheffield  I 
Burnham.G.  N.,  London        Cranleigh  School  I 


(In  alphabetical  order) 

Name  Where  educated 

Calder,  M.  W.,  London  Westminster  City  School 

Cavell,  L.  a.  S.,  Bristol  Clifton  Coll^pe 

Chew,  R.  L.,  London  Haberdashers'  School. 

Hampstead 

Clayton,  H.,  Sutton,  Surrey  Dover  College 

Clench,  R.  W.  L.,  Harrow  School 
Wealdstone 


Oundle  School 
Arnold  House  School 


Cooper,  A.  L.,  Hunstanton 
Darbyshirb,  J.  S., 

Blackpool 
Davey,  p.  J..  Gravesend 
Da  VIES.  S.  N.,  North  wood 
Denny,  C.  K.,  Surbiton 
Denton,    W.,    Pool,    near 

Leeds 
Dobinson,  S.  R., 

Middlesbrough 
Fearnley.  W.  H., 

Hampton  Hill 
Fielding,  E.  T.,  Cardiff 
GiLLiAT,  F.  L.,  London 
Gilliat,  F.  M., 

Manchester 
GOODALE,  R.  R., 

Peterborough 

GOODFELLOW,  A.  W., 

Norbiton 
Gordon,   E.    M.   B.,    New    Private  Tuition 

Maiden 
Graham,  H.  H..  Carlisle 
Greaves,  H.  L.  L.,  London 


Skerry's  Academy.  Dublin 

Uppingham  School 

Charterhouse 

St.  Wilfred's  Church 

School.  Leeds 
King  Henry  yin.  School 

Huntingdon  House  School, 

Teddington 
Bedford  County  School 
H.M.S.  "Britannia" 
Hulme  Grammar  School 

Laxton    Grammar   School, 

Oundle 
Charterhouse 


Green,  M.  H.,  London 
Greenlees,  S.,  London 
Gribble,  H., 

Weston-super-Mare 
Groom,  C. 

Bury  St.  Edmunds 
Hart,  K.  E.,  London 


Sedburgh  School 
Banister  Court  School, 

Southampton 
Private  Tuition 
Malvern  College 
Clarence  School, 

Weston-super-Mare 
King  Edward  VI.    School, 

Bury  St.  Edmunds 
H|ghgate  Grammar  School 
*^ 
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(In  alphabetical  order) 


Name 

Hbskbth,  ].  E.  B., 

Ashton-on-Mersey 
HoLLiNs,  R.  J.,  Dudley 
HoLMBS.  H.,  London 
Holmes,  R.  B.,  London 
HOSSBLL,  S.  H., 

Birmingham 
HUNTBR,  G.  G.  G., 

Leamington 
IDE,  P.  A.,  London 
Inston,  H.  ].,  Birmingham 
Johnston,  S.,  Manchester 
Latham,  F.,  Manchester 

Latimbr,  R.  a.,  Liverpool 
Lawson,  H.,  Gosforth 
Lbwis,  W.  G.,  Liverpool 
Lucas,  A.  C..  London 
Mack,  J.  J.  C,  Liverpool 

Marbbck,  W.,  Bolton 
McKnight,  R.  a.. 

Liverpool 
Mercer,  A,  J.,  Blackbnm 

Morell,  a.  L.,  Nottingham 

Neison,  C.  U.,  London 
Nbvill»  p.  B.,  Enfield 
Newman,  E.  W.   R.,  Bir- 
mingham 
NiCKsoN.  E.  H.,  Leicester 
Olpfibld,  C.  v.,  London 
Orford,  H.  S.,  Manchester 
Palmer.  W.  G..  Cardifi 
Parsons,  R.  C,  Monkton 

Pateman,  H.,  Leicester 

Pearcb,  J.  C,  London 

Pell-Ilderton,  S., 

Manchester 
Piper,  T.  G.,  London 
Plumb,  N.  W.,  Thornton 

Heath 
PoTTS,  B.,  Stockport 
Powell,-F.  a., Birmingham 

Reid,  J.  F.,  Southport 


Where  educated 
Rossall  School 

Tettenhall  College 
Cathcart  College,  N. 
Private  Tuition 
King  Edward's  High  School 

Warwick  School 

Cowper  Street  School  ! 

Bourne  College,  Quinton 
Sale  Grammar  School 
Smart's  Commercial 

College 
Liverpool  Institute 
Durham  Grammar  School 
Liverpool  College 
Alleyn*s  School,  Dulwich 
Waterloo  High  School, 

Blundellsands 
Private  Tuition 
Tettenhall  College 


Queen  Elizabeth's  Grammar 

School,  Blackburn 
Grosvenor  School, 

Nottingham 
University  College  School 
Mill  Hill  School 
King     Edward    VI.    High 

School 
Wyggeston  High  School 
Dulwich  Collie 
Hulme  Grammar  School 
Cardiff  School  of  Commerce 
Dean  Close  School, 

Cheltenham 
Alderman  Newton's  School, 

Leicester 
Kingsbridge  Grammar 

School 
Manchester  Municipal 

Secondary  School 
Private  Tuition 
Haileybury  College 

Lucton  School 

King  Edward  VL  Grammar 


School 
Scarisbrick  College, 


Name 

Rhodes,    J.    D.,    Morley, 

Leeds 
RiDSDALE,  G.  E.,  Bloxwich 

Rosenthal,  M.  E., 

Manchester 
RoYLE,  J.,  Junr., 

Manchester 
Russell,     E.,     Holcombe 

Rogus 
Simpson,     T.     L.,     South 

Shields 
Skbvington.  a.  p.,  Ilkley 
Smith,  F.  G.,  West 

Bridgford 
Smith,  G.  J.  D.,  Longfield, 

Kent 
Sothers,  L.  W.,  London 
Stephen,  G.,  London 

Tansley,  S.  a.,  Forest  Hill 
Townend,  C.  R.,  Goole 
Turner.  O.  L.,  Nottingham 
Tyldesley,  B  J  J.,  Bolton 

Tyrer,  N.,  Bedford 

Vickers,  E.,  Liverpool 
ViPOND,  F.  R., 

Llanfairfechan 

Walker.  E.  H.,  Clevedon 

Ward,  H.  S.,  Northampton 

WeLLBSLEY  -  COLLEY,      P., 

London 
West,  L.  H.,  Cardiff 

White,  C.  P.,  Norman  ton 

WiDDOWs,  H.,  Lytham 

Woodcock  ,     E . ,    Deepcar , 

near  Sheffield 
Woodcock,  G.,  Hunmanby, 

E.  Yorks 
Young,  A.  F.,  Bedford 
Young,  W.  H.,  Gt.  Meols 


Birkdale 


Where  educated 

Grammar  School,  Brid- 
lington, Yorks 

Wolverhampton  Grammar 
School 

Manchester  Grammar 

School 

Municipal  School, 

Manchester 

County  School,  Wellington, 
Somerset 

South  Shields  High  School 

Kelly  College,  Tavistock 
Nottingham  High  School 

The  King's  School, 

Rochester 
Highgate  School 
Nicolson  Institute, 

Stomoway 

Alleyn's  College,  Dulwich 
Thorne  Grammar  School 
Nottingham  High  School 
Central  Higher  Grade 

School,  Bolton 
Bedford  Grammar  School 

Liverpool  College 

Manchester  Warehouse- 
men and  Clerks'  Orphan 
Schools,  Cheadle  Hulme 

Clarence  School,  Weston- 
super-Mare 

Northamptcm  Grammar 

School 

Stoneyhurst  College,  near 
Blackburn 

Skerry*s  Commercial  and 
Civil  Service  College 

Grammar  School, 

Normanton 

Pembroke  House  School, 
Lytham 

Sheffield  Middle  Class 

School 

Pocklington  School 

St.  George's,  Llandudno 
Calday    Grange    Grammar 
School,  West  Kirby 


99   Caodldates  failed  to  satisfy  tlie  Committee. 
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Candidates  who  obtained  a  certain  number  of  marks,  in  Order  of  Merit) 

Peaks,  H.  O.  (Prize),  (W.  P.  Price- Hey  wood),  Manchester 
(  Anderson,  A.  C.  (J.  W.  G.  Hill),  London 
1  Hargreavbs,  a.  (J.  Slansfield),  Colne 

Haytbr,  C.  (W.  Davison,  Junr.).  Sunderland 

{Farrow,  H.  F.  (A.  H.  Gibson),  Birmingham 
Harrison,  E.  (T.  Broadhead),  Dewsbury 
Shannon,  E.  C.  A.  (A.  H.  Caesar),  London 
Owen,  J.  M.  (C.  E.  Williams),  Oswestry 
f  Berry,  W.  S.  (A.  G.  Deacon),  Manchester 
I  Williams,  H.  M.  (C.  H.  Hovey),  London 
(  Jones,  W.  E.  (G.  Mahon),  Liverpool 
i  Parker,  W.  (G.  Parker),  London 
Donaldson,  G.  J.  R.  (L.  Blake),  Great  Yarmojth 
LiTTLEBOv,  W.  E.  (H.  Lakin-Smith),  Birmingham 
Agar,  F.  H.  (B.  T.  Norton),  London 
Glaistbr,  E.  W.  (J.  Watson),  Carlisle 
Gantner,  S.  a.  (J.  E.  Wilson),  London  I 

Roberts,  G.  A.  (E.  £.  Spicer),  London 

(In  alphabetical  order) 

Adams.  A.  J.  (C.  G.  Haswell).  Chester 
Aked,  H.  C.  (L  H.  Skinner),  Halifax 
Allen,  S.  (A.  E.  Warburton),  Leicester 
Andrews,  H.  U.  (G.  Emmerson),  London 
Ash  WORTH,  C.  G.  (M.  L.  Walkden),  Manchester 

Baker.  H.  (D.  Forde),  London 
Barnaby,  £.  W.  (T.  Walton),  Manchester 
Bellamy,  R.  C.  (J.  Crak«),  Hull 
BoTTOMLEY,  R.  (E.  B.  Edwards),  Manchester 
BouLTON,  W.  W.  (W.  V.  Manley),  Blackburn 
BowEN,  L.  p.  (A.  C.  Boumer),  London 
Brewster,  G.  S.  (H.  Anstey),  Bristol 

Carter,  O.  H.  (H.  P.  Gould),  Norwich 
Clare,  J.  \V.  (S.  Jude),  Liverpool 
Clive,  E.  a.  (A.  W.  Boston),  Birmingham 
CoMBEN,  R.  J.  (W.  C.  Brooks),  London 
CowDEN,  V.  P.  (E.  D.  White),  Liverpool 

Da  vies,  E.  G.  (T.  A.  Payne),  Birmingham 
Davies,  G.  J.  (G.  Proctor),  Burnley 
Dunn,  F.  J.  (E.  Bradshaw),  Warrington 

Fletcher,  T.  W.  (J.  W.  Davidson).  Liverpool 
Francis,  H.  J,  (A.  P.  Carryer),  Leicester 
Eraser,  H.  (W.  Harris),  London 
Frith,  P.  L.  (E.  H.  Frith),  London 

Gates,  J.  S.  (J.  B.  Gates),  London 
Gkundy,  £.  (J.  Jackson),  Manchester 
Hargreaves,  H.  (F.  a.  Hargreaves),  Burnley 
Heaven,  H.  V.  L.  (J.  W.  Hinks),  Birmingham 
Hodgson.  A.  D.  (A.  Hooper),  Bradford 
Hughesdon,  H.  C.  (G.  Clark),  London 


(In  alphabetical  order) 
Humphries,  H.  W.  (E.  Hobbs),  London 
Jones,  C.  J.  H.  (A.  T.  Chew),  London 
Jones,  H.  S.  (A.  Whittaker),  Manchester 
Jones,  S.  H.,  B.A.  (J.  Robertson).  London 
Jones,  W.  H.  (W.  F.  Flack).  Liverpool 
KiRTON,  H.  H.  (W.  R.  Locking),  Hull 

Lee,  H.  (F.  Winter),  Newcastle-upon-Tyne 
Levitt,  R.  H.  (C.  E.  Bradley),  Scarborough 
Link,  C.  E.  (T.  Wise),  London 
LoucH,  H.  T.  (J.  G.  Andrew).  London 

Martin,  C.  N.  (A.  Miall),  London 
Matthews,  G.  H.  (W.  H.  Fox),  London 
Mellor,  L.  G.  (W.  L.  White),  London 
Miller,  A.  A.  (H.  J.  Page),  London 
Milward,  T.  E.  (M.  Leicester,  Junr.),  London 
Morgan,  A.  B.  (T.  S.  Jones),  London 

Oliver,  F.  O.  (J.  Benson),  Newcastle-upon-Tyne 
Overell,  J.  (W.  B.  Keen),  London 

Parks,  W.  B.  (A.  H.  Caesar),  London 

Parle.  J.  A.  (E.  P.  Chevalier),  Liverpool 

Peet,  W.  S.  (B.  Langley),  Liverpool 

Pickering,  J.  G.  (J.  A.  Sisson).  Newcastle-upon-Tyne 

PococK,  G.  C.  (A.  C.  Roberts).  London 

Raine,  R.  C.  (A,  A.  B.  Walford),  Stockton  upon-Tees 
Roberts,  W.  E.  (J.  Knill),  Exeter 
Robinson,  H.  A.  B.  (C.  H.  Mounsey),  London 
RowELL.  T.  E.  (M.  Stainton).  Newcastle-upon-Tyne 

Sansom,  H.  (A.  I'Anson),  Darlington 
ScoTT,  S.  C.  (J.  Metcalf),  Cardiflf 
Sherlock,  W.  N.  (W.  F.  Flack),  Liverpool 
Simpson,  W.  (S.  A.  Reynolds).  Reading 
Sinclair,  J.  R.  (A.  Burgess),  Manchester 
Skillington,  S.  J.  (J.  H.  Baker),  Leicester 
Smith,  F.  E.  (C.  Cooper),  Manchester 
Stephens,  C.  A.  S.  (A.  H.  Downes),  London 

Teale,  V.  G.  (G.  E.  Teale).  London 
Thomson,  F.  H.  G.  P.  (J.  H.  H.  Duncan),  London 
ToMASSON.  H.  H.  (N.  W.  Burbidge).  Sheffield 
Tubbs,  E.  J.  (J.  E.  Tubbs),  London 
Vbale,  a.  E.  (A.  J.  Hill),  London 

Walter,  E.  (E.  C.  Baldwin),  Brighton 
Warmsley,  H.  L.  (E.  J.  Walker),  Liverpool 
Watson.  J.  R.  (A.  S.  Hooper),  Bradford 
WiDLAKE,  C.  L.  (W.  Holmes),  Sheffield 
Williamson,  N.  (W.  H.  Hughes),  Huddersfield 
WiLSHiRE.  H.  B.  (L.  W.  Wilshire),  Derby 
WoMERSLEY,  C.  F.  (F.  Womersley),  Manchester 
Wood,  C.  C.  (C.  Keys),  Birmingham 
Wood,  R.  B.  (W.  S.  Blackburn).  Leeds 


99  Candidates  failed  to  satUfy  the  Coinnilttee.| 


Digitized  by 


Google 


64 


THE    ACCOUNTANT 


January  13,  1906. 


PINAL    EXAMINATION. 


(First  Prize  and  Certificate  of  Merit) 
Garnsey,  G.  F.  (N.  G.  Harries),  Walsall 

(Second  Prize  and  Certificate  of  Merit) 
DE  ZoucHE,  R.  C.  (C.  H.  Mounsey),  London 

(Certiiicates  in  Order  of  Priority) 

Haddon,  R.  C.  (H.  Grace),  Bristol 

Ash  WORTH,  H.  (R.  N.  Carter),  Manchester 

Ldnt,  H.  J.  (J.  Lunt),  Manchester 

Webster,  W.  D.  (H.  C.  Howard),  London 

MURGATROYD,  G.  B.  (A.  Shuttleworth),  Manchester 

DE  Paula,  F.  R.  M.  (C.  F.  Cape),  London 

Boss,  J.  G.  Junr.  (T.  Eyton),  Newcastle-upon-Tyne 

Hirst,  W.  H.  (W.  Dawson),  Dewsbury 

f  Storrs,  L.  C.  (H.  E.  Sweeting),  Cardiff 

<  Welch,  W.  (C.  E.  Bullock),  Hanley 
Nixon,  H.  H.  (W.  C.  Atkinson),  Leeds 

(In  alphabetical  order) 

Alexander,  G.  (G.  N.  Monkhouse),  West  Hartlepool 
Armstrong,    H.   J.    (J.  J.    Gillespie),    Newcastle-upon- 
Tyne 
Ash,  G.  H.  (J.  H.  H.  Duncan),  London 
Bailey,  J.  V.  M.  (W.  Mickelwright),  London 
Baxter,  A.  J.  (J.  S.  Cotman),  London 
Beswick,  J.  F.  (R.  McN aught),  Manchester 
Bishop,  E.  E.  (E.  K.  Bishop),  London 
Bleask,  H.  (G.  H.  Ashworth),  Liverpool 
Blore,  F.  H.  (S.  p.  Derbyshire),  Nottingham 
BoARDMAN,  H.  (E.  Cooper),  Manchester 
Bolton,  H.  O.  (A.  W.  Macredie),  Sheffield 
BowDEN,  H.  H.  (T.  Wallace),  Newcastle-upon-Tyne 
Boyd,  W.  R.  (E.  H.  Turner),  Grimsby 
Brandon,  N.  H.  (C.  D.  Ross).  London 
Byrne,  A.  J.  (G.  F.  Toulmin),  Preston 
Candler,  A.  P.  (L.  Hardy),  London 
Clifton,  T.  E.  (R.  J.  Ward),  London 
CoATES,  C.  G.  (H.  P.  Walters),  London 
CosSART,  B.  (W.  Chaloner),  Stockport 
Cowley,  D.  S.  (T.  G.  Mellors),  Nottingham 
CowNEY,  C.  E.  (J.  W.  G.  Hill),  Birmingham 
Craven,  E.  (A.  H.  Pownall).  Manchester 
Croggon,  J.  F.  S.,  B.A.  (S.  V.  Tiddy),  London 
Danby,  S.  (R.  Sands),  Nottingham 
Davies,  a.  T.  (W.  Meacock),  Newport,  Mon. 
Davies,  E.  E.  (C.  E.  Dovey),  Cardifif 
Davis,  H.  McF.  (A.  W.  Payne),  London 
Day,  a.  F.  (C.  C.  Baker),  London 
Dickinson,  E.  (W.  A.  Rycroft),  Newcastle-upon-Tyne 
DuFFiELD,  E.  (T.  F.  Armstrong),  London 
Easton,  C.  (G.  a.  Gale),  Hull 
Edwards,  V.  (W.  C.  Grant-Smith),  Wolverhampton 
Evens,  F.  W.  (R.  H.  Marsh),  London 
Flinn,  T.  (C.  F.  Finney),  Liverpool 
Freame- Baker,  R.  (W.  H.  Short),  London 
Gardner,  A.  R.  (J.  A.  Carlill),  Hull 
Gillespie,  H.  R.  (R.  Sands),  Nottingham 
Goodwin,  G.  H.  (T.  Wood),  Manchester 
Gresty,  W.  R.  (E.  N.  Humphreys),  Chester 
Grundy,  N.  D.  (Sir  John  Craggs),  London 
Hamp,  J.  (W.  B.  Keen),  London 
Hart,  S.  W.  (T.  Ryder),  Birmingham 
Hedley,  J.  S.  Q.  a.  Sisson),  Newcastle-upon-Tyne 
Henderson,  I.  M.,  B.A.  (J.  M.  Henderson),  London 


(In  alphabetical  order) 

Hewson,  W.  K.  (G.  Parker),  Sunderland 
Holland,  T.  W.  (J.  G.  Fowler),  London 
Hooper.  R.  (A.  S.  Hooper),  Bradford 
Jackson,  T.  (G.  C.  Veale),  Leeds 
Jones,  S.  (R.  J.  Sissons),  London 
King,  W.  F.  (W.  A.  Kirby),  London 
KiTSON,  T.  A.  (J.  Gilchrist),  Middlesbrough 
Lancaster.  J.  H.  L.  (J.  G.  Langton),  London 
Lane,  W.  S.  (W.  R.  Lane),  Birmingham 
Lepine,  C.  H.  (E.  J.  Palmer),  London 
Locking,  H.  W.  (E.  W.  Shaw),  Hull 
LovESY,  A.  C.  (G.  MorrissJ,  London 
Lucas,  G.  H.  (E.  B.  Winn),  Birmingham 
LuMB,  L.  (R.  F.  Miller),  Barrow-in-Furness 
Macn aught,  D.  D.  Q.  Morriss).  Manchester 
Matthews,  J.  H.  S.  (J.  Todd),  Preston 
MiLLONs,  T.  A.  L.  (H.  W.  Tash).  Middlesbrough 
MooRE,  F.  (J.  W.  Best),  Sheffield 
MoxoN,  G.  A.  (H.  G.  Blackburn),  Leeds 
MuNDELL,  K.  H.  (J.  M.  Woodman),  London 
NicHOLLs,  S.  H.  (A.  H.  Downes),  London 
Nicholson,  A.  E.  (E.  J.  Walker),  Liverpool 
Page,  A.  A.  (C.  W.  A.  Tullochj,  London 
Percival,  I.e.  (R.  Nye),  London 
Ponking.  W.  M.  (R.  Rabbidge),  London 
Price,  E.  L.  (E.  C.  Price),  London 
Remon,  J.  A.  (G.  H.  Carter),  London 
KiGBY,  A.  G.  P.  (W.  Davies),  Preston 
Robinson,  J.  W.  (E.  Cooper),  Bolton 
RouTLEDGE,  G.  S..  B.L.   (T.   G.   Bowden),  Newcastle- 
upon-Tyne 
RozELAAR,  A.  (R.  Nye),  London 
ScoTT,  W.  E.  (W.  Scott),  Hull 
Sheridan.  H.  H.  (S.  W.  Tubbs),  London 
Sidle Y,  J.  C.  (T.  Bowden).  Newcastle-upon-Tyne 
Sinclair.  N.  (E.  Sparks),  Newcastle-upon-Tyne 
Singlehurst,  R.  B.  {G.  Nicholson),  Liverpool 
Skinner,  J.  (E.  H.  Fletcher),  London 
Smalley,  G.  a.  (H.  W.  Marten),  London 
Smith.  C.  E.  (S.  Edds),  London 
Smith,  R.  E.  (W.  T.  Ogden),  London 
Snelham,  J.  S.  (T.  Bee),  Preston 
SouTHCOMBE.  R.  (S.  Pears),  London 
Spry,  J.  H.  S.  (W.  E.  F.  Thorp).  Devizes 
Stephenson,  G.  C.  (L.  E.  Halsey),  London 
Stray,  A.  F.,  M.A.  (R.  Stray).  London 
Stretch.  L.  G.  (J.  C.  Bladen).  Hanley 
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appointment  of  auditor. 


f  he  Corporation  invite  applications  from  the  Members  of 
the  Institute  of  Chartered  Accountants,  or  of  the  Incor- 
porated Society  of  Accountants,  to  audit  the  accounts  of  the 
Corporation  in  such  manner  as  the  Corporation  direct  in 
addition  to  the  Auditors  appointed  under  the  Municipal 
Corporations  Acts. 

Tne  duties  will  be  left  to  the  discretion  of  the  person 
appointed,  but  he  will  be  required  to  report  half-yearly  en 
the  audit  of  each  half-year's  accounts,  and  to  report,  as  and 
when  occasion  shall  require,  on  any  matters  which  shall  have 
come  under  his  notice  which  he  considers  require  mentioning 
in  the  interests  of  the  Borough,  or  which  may  be  referred  to 
him  by  the  Council. 

The  salary  offered  is  fifty  guineas  per  annum,  and  the 
appointment  will  be  made  in  the  first  instance  for  one  year. 

Applications,  with  copies  of  not  more  than  three  recent 
testimonials  must  reacn  me  on  or  before  Monday,  the 
29th  inst.,  addressed  to  me  at  the  Town  Hall,  Ealing, 
London,  W.,  endorsed  outside  "  Re  Auditor." 

Canvassing  members  of  the  Council  will  disqualify. 
GEO.  E.  BRYDGES, 

16th  January  1906.  Town  Clerk. 
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XeaMng  Httlcles. 


The  utility  of  SUtistics  to  Accountants. 


CONSIDERABLE  interest  attaches  to  the 
^  recent  meeting  of  the  Nottingham  Char- 
tered Accountants  Students'  Society,  which 
was  held  on  the  ist  ult.,  in  that  upon  this 
occasion  Mr.  T.  A.  Welton,  F.C.A.,  had  been 
prevailed  upon  to  deliver  one  of  his  valued 
addresses  to  students.  As  stated  in  our  issue 
of  the  i6th  ult.,  when  a  full  report  of  the  pro- 
ceedings was  given,  the  title  selected  by  Mr. 
Welton  for  his  paper  was  "  The  Interest  and 
Utility  of  Statistics  to  Accountants "  ;  a  suffi- 
ciently interesting  subject  in  itself,  but  to  this 
the  lecturer  appended  some  notes  on  past 
experiences  which,  we  venture  to  think,  are  at 
least  ^of  equal  interest,  and  perhaps  of  even 
greater  practical  value. 

We  quite  agree  that  the  world's  knowledge 
of  the  world's  trad^jWgj^d  ^(improved    if 
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something      approaching      to      international 
Ledgers    could   be   made  out   displaying    the 
course  of  internal  and  external  trade ;  and  cer- 
tainly some  attempt  to  compile  such  Ledgers 
upon   the  lines  laid   down   by   Mr.   Welton 
should  prove  a  very  fascinating  occupation  for 
the  spare  time  of  the  more  earnest  accountant 
students.     We  must  confess,  however,  that  we 
are  less  hopeful  than  he  appears  to  be  as  to  the 
practicability  of  ever  producing  anything  even 
approximately  approaching  to  reliable  results 
from  the  available  data,  when  we  consider  how 
full  of  pitfalls  are  the  Board  of  Trade  figures 
with  regard  to  export  trade.     For  instance,  for 
years  anthracite  was   scheduled  among  other 
minerals  instead  of  as  a  variety  of  coal ;  and  the 
further  students  proceed  with  their  studies  the 
less  disposed   will    they  probably   be   to   rely 
upon  any  conclusions  that  may  be  drawn  from 
a  comparison   of  such   data,   no   matter  how 
plausible  or  convincing  they  may  prima  facie 
appear  to  be.     Possibly,  one  of  these  days,  the 
science  of  collecting  and  marshalling  figures 
for  statistical  purposes  may  be  pursued  upon 
sufficiently  practical  lines  to  allow  those  figures 
to  be   safely  employed    for    the    purpose    of 
deducing  conclusions  that  were  not  immediately 
in  the  minds  of  the  compilers,  but  as  respects 
the  present  standard  of  statistical  science,  at 
all  events  as  practised  by  Government  officials, 
any    such    procedure     would     appear    to    be 
attended   by  considerable   risks.      So    far    as 
internal  trade  is  concerned,  now  that  internal 
duties  have  been  abolished  it  seems  difficult  to 
imagine  how  any  reliable  basis  can  be  formu- 
lated for  the  compilation   of  statistics.      Mr. 
Welton  has  very  properly  drawn  attention  to 
the  fact  that  that  which  is  one  man's  finished 
product  is  often  the  raw  material  of  another, 
nd  that  therefore  if  trade  figures  be  merely 


aggregated  an  altogether  inflated  result  is 
likely  to  be  produced ;  but  so  far  as  figures 
of  internal  trade  are  concerned,  the  chief 
difficulty  appears  to  be  the  entire  absence  of 
any  data  whatever  save  in  respect  of  that  com- 
paratively insignificant  minority  of  industries 
where  returns  have  of  necessity  to  be  compiled 
for  excise  purposes. 

We  trust,  however,  that  these  words  of 
caution  upon  our  part — which  we  think  neces- 
sary to  warn  the  beginner  against  attaching 
undue  importance  to  the  result  of  his  labours 
— will  serve,  by  enhancing  the  difficulty  of 
the  problem,  to  direct  rather  than  to  dis- 
courage accountant  students.  And  if  the  study 
of  what  we  may  call  the  more  abstruse 
problems  in  statistics  should  prove,  as  it  well 
may,  entirely  beyond  the  niental  capacity  of 
the  average  accountant  student,  that  is,  of 
course,  no  reason  whatever  why  he  should  not 
with  the  greatest  possible  advantage  to  himself 
pursue  its  study  upon  a  lower  plane  in  the 
systematic  and  scientific  tabulation  of  the 
results  of  the  various  undertakings  in  which  he 
is  either  directly  or  indirectly  interested.  For 
many  purposes  these  records  can  be  most 
graphically  preserved  in  the  form  of  Curves,  and 
where  the  benefit  to  be  derived  from  the  record 
is  that  to  be  expected  from  the  watching  of  a 
tendency,  the  outline  of  a  Curve  will  probably 
give  a  much  more  reliable  conception  of  the 
true  state  of  affairs  than  any  tabular  statement 
of  mere  figures  can  be  expected  to  do.  We 
need,  however,  hardly  add,  save  for  the  benefit 
of  the  absolute  beginner,  that  unless  all  corre- 
sponding Curves  are  systematically  drawn  to 
scale  and  the  chart  extended  down  to  the  zero 
line,  the  result  is  likely  to  be  something  worse 
than  merely  so  much  labour  waste^OQlC 
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Upon  the  subject  of  his  past  experiences  in 
some  important   matters   of  almost    national 
interest  Mr.  Welton  effectively  summarised 
the  object  of  his  selection  by  recommending  his 
hearers   always   to   have  a    policy  after    due 
deliberation,   and  not  to    halt    between   two 
opinions ;  adding  that  those  who  do  not  know 
what  they  want  are  very  likely  to  fail.     These 
are  excellent  words  of  advice,  and  we  know  of 
no  one  more  competent  to  utter  them,  and  no 
one  whose  success  may  be  said  to  have  been 
more  completely  built  up  upon  this  single,  and 
in  itself  comparatively  simple,  maxim.     Some 
useful  corollaries  may,  however,  be  deduced, 
and  foremost  among  these  one  would  suggest 
that  the  possession  of  a  legal  right  by  no  means 
necessarily  argues  the  desirability  of  enforcing 
it.     Probably  the  wisest   business   man   is  he 
who     knows     when     to     compromise     with 
advantage  to  himself ;  and  in  no  sphere  of  life 
is  that  more  true  than  with  the  accountant, 
who  by   nature   of  his   calling  has  not  infre- 
quently to  deal  with  persons  and  corporations 
who  are  physically  incapable  of  yielding  their 
pound   of  flesh   until    after    they  have    been 
judiciously  fattened  for  that  purpose.     The  art 
of  assisting  a  debtor  so  that  at  a  later  stage  he 
may  assist  you  is  one  that,  in  the  nature  of 
things,  cannot  be  taught.     But  the  mere  fact 
that  such  an  art  exists  and  is  capable  of  being 
pursued   with  advantage  to  its  disciples,  is  a 
point  that  is  well  worth  bringing  to  the  notice 
of  the  student  and  the  young  practitioner,  the 
more  so  as  it  would  not  be  prudent  to  expect 
that   legal  advisers  will  err  upon  the  side  of 
unduly  attempting  to   force  this  policy  upon 
their   clients.       For  it    to  be    pursued    with 
advantage,  however,   it  must   of  necessity  be 
pursued  with  perspicacity.     The  man  who  has 
a  reputation  for  compromising  is  not  he  who 


is  likely  to  get  the  best  of  any  bargain,  hence 
the  vital  importance  of  Mr.  Welton's  maxim 
that  one  should  first  deliberate  and  then 
formulate  a  definite  policy  before  taking  any 
action  whatever  in  the  matter  on  hand. 


The   Local  Qovernment  Board   Inquiry. 


A  T  the  meeting  of  the  Council  of  the  Insti- 
tute  held  on  the  loth  inst.,  the  President 
reported  that  he  had  received,  and  accepted, 
an  invitation  from  the  Right  Hon.  John 
Burns,  President  of  the  Local  Government 
Board,  to  serve  on  a  Departmental  Committee 
he  was  appointing  to  inquire  and  report  with 
regard  to  certain  questions  in  connection  with 
the  accounts  of  Local  Authorities.  This,  of 
course,  confirms  the  announcement  made  in 
our  issue  of  the  6th  inst.  so  far  as  it  goes,  but 
an  examination  of  the  terms  of  the  reference 
to  the  Departmental  Committee  will,  we 
think,  prove  disappointing. 

The  inquiry  is  apparently  to  be  limited  to  an 
inquiry  and  repqrt  with  regard  to  the  system 
on  which  the  accounts  of  Local  Authorities  in 
England  and  Wales  are  at  present  kept — 
generally  as  to  the  system  upon  which  such 
accounts  should  be  kept,  and  in  particular 
whether  they  should,  as  far  as  possible,  be  con- 
fined to  mere  accounts  of  receipts  and  pay- 
ments, or  not.  Inquiry  is  further  to  be 
directed  as  to  the  regulations  which  should  be 
made  on  the  subject,  regard  being  had  to  the 
necessity  of  showing  accurately  the  amounts 
raised  by  local  taxation  and  the  purpose  for 
which  they  are  expended.  It  will  be  seen  that 
nothing  whatever  is  said  upon  the  subject  of 
Audit.  The  two  questions  are,  of  course, 
capable  of  being  separated,  and  it  may  be 
argued   that  before  accounts  can  be  audited 
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they  must  in  the  first  instance  be  prepared — a 
proposition  which  is  sufficiently  elementary  to 
commend  itself  even  to  a  Local  Government 
official.  Obviously,  however,  the  precise  form 
of  accounts  is  a  mere  matter  of  "  buttons  and 
trimmings  " ;  what  is  really  of  ultimate  import- 
ance is  that  they  should  be  accurate,  and 
without  an  effective  audit  there  can  be  no 
assurance  of  their  accuracy.  Accounts  which 
in  a  perfectly  clear  and  intelligible  form  mis- 
state the  facts  are  actually  more  harmful  than 
accounts  that  are  merely  unintelligible.  We 
trust,  however,  that  the  policy  of  the  Depart- 
ment is  merely  one  of  proceeding  slowly,  and 
by  clearly  defined  stages  ;  that  when  the  ques- 
tion of  the  form  of  accounts  has  been  settled 
the  proper  steps  to  be  taken  to  ensure  that  the 
accounts  are  duly  verified  before  being  published 
will  be  considered.  And  if  that  be  so  we  think 
it  likely  that  the  inquiry  will  be  expedited  by 
taking  the  two  subjects  separately,  even 
although  they  may  be  kindred  matters,  and 
thus  quite  capable  of  being  referred  to  the 
same  Departmental  Committer 

The  exact  terms  of  Ihe  reference  might,  of 
course,  be  readily  improved ;  and  it  is  much  to 
be  regretted  that  the  Committee's  powers  are 
to  be  of  so  restricted  a  character,  for  we  think 
it  not  unlikely  that  the  somewhat  arbitrary 
limits  that  have  been  placed  upon  the  inquiry 
will  be  found  to  militate  against  its  utility.  In 
making  this  statement,  however,  we  should 
like  to  add  that  we  do  not  regret  that  the  dis- 
cussion of  the  general  question  as  to  the 
desirability  of  municipal  trading  being  con- 
tinued or  extended  has  been  absolutely  ruled 
out  of  discussion.  The  question  is  one  which 
— whatever  its  merits  may  be — is  entirely 
distinct  from  the  present  issue,  which  is  of  far 
00    much    intrinsic    importance  to   Le  over- 


shadowed by  the  larger  and  more  debatable 
question  of  financial  policy.  What  we  mean 
is  that  the  precise  terms  of  the  reference,  as 
reported  upon  page  46  of  our  last  issue,  do  not, 
if  read  literally,  cover  the  field  of  an  exhaustive 
inquiry  into  the  matter  of  the  accounts  them- 
selves ;  nor  do  they  even  touch  upon  the  ques- 
tion of  who  shall  for  the  future  be  held 
responsible  for  such  accounts,  and  accountable 
for  any  deliberate  misstatements  that  may 
appear  upon  the  face  of  such  published 
accounts.  As  an  example  of  what  we  mean 
under  the  last-named  heading,  we  may  cite  the 
case  of  the  Cardiff  Corporation,  which  issued 
its  printed  accounts  purporting  to  be  certified 
by  an  auditor  whom  its  own  officers  had  pre- 
vented from  completing  his  audit,  and  who  in 
point  of  fact  had  not  certified  those  accounts. 
In  the  present  state  of  the  law  there  would 
appear  to  be  no  means  of  enforcing  respon- 
sibility in  respect  of  misstatements  such  as 
this ;  and  although  in  that  particular  instance 
there  may  have  been  no  harm  done,  it  is  obvious 
that  such  laxity  is  in  the  highest  degree 
undesirable,  and,  if  not  controlled,  will  in  all 
probability  lead  at  some  time  or  other  to 
very  serious  irregularities.  Of  course,  it  would 
not  be  practicable  to  expect  every  member  of  a 
Council  to  be  personally  responsible  for  the 
published  accounts,  but  we  see  no  reason  why 
the  members  of  the  Finance  Committee,  and 
the  official  (by  whatever  name  he  may  be 
known)  who  is  responsible  to  the  Council  for 
the  accounts,  should  not  be  made  in  every 
respect  as  responsible  as  (say)  the  directors  and 
other  officers  of  an  ordinary  commercial  com- 
pany. Unless  some  such  measure  of  respon- 
sibility is  insisted  upon,  the  whole  inquiry 
naturally  degenerates  very  quickly  into  a  farce  ; 
for,  as  we  stated  at  the  commencement  of  this 
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article,  the  form  in  which  accounts  are  pre- 
sented is  quite  immaterial  unless  one  can  be 
assured  of  the  reasonable  accuracy  of  their 
substance. 

The  announcement  of  the  personnel  of  the 
whole  Committee  will  be  awaited  with  con- 
siderable interest.  The  nomination  of  Mr. 
John  Gane,  F.C.A.,  the  President  of  the 
Institute,  to  represent  its  members'  views 
could  hardly  have  been  improved  upon,  but  it 
seems  to  us  open  to  question  whether  by  virtue 
of  its  numbers  the  Institute  might  not  with 
advantage  have  been  represented  by  more  than 
one  member.  What  is  obviously,  however,  of 
far  more  importance  is  that  there  should  be 
upon  the  Committee  a  reasonably  effective 
majority  of  members  trained  in  the  practice  of 
accounts,  of  whom  as  many  as  possible,  but 
not  necessarily  all,  should  have  had  practical 
experience  of  the  accounts  of  Local  Authori- 
ties; for  some  advantage  at  least  may  be 
expected  from  the  inclusion  of  one  or  two 
members  who  can  approach  the  matter  in  a 
detached,  and  therefore  strictly  impartial, 
manner. 


Auditors  under  the  Companies  Acts. 


T*HE  resolutions  recently  passed  by  the  London 
Chamber  of  Commerce,  and  endorsed  by 
the  Council  of  the  Institute  of  Chartered  Ac- 
countants, relative  to  the  appointment  of 
auditors  to  joint-stock  companies,  were  repro- 
duced in  our  report  of  the  last  meeting  of  the 
Council,  and  will  doubtless  before  now  have 
received  the  attention  of  our  readers.  Without 
pretending  to  deal  exhaustively  with  existing 
abuses  they  do  unquestionably  provide  what  in 
practice  should  prove  to  be  effective  remedies 


for  at  least  some  of  the  more  flagrant  short- 
comings of  the  existing  statute  law. 

The  first  provision,  that  no  one,  other  than 
the  retiring  auditor  can  be  elected  at  a  meet- 
ing without  having  first  been  nominated  at 
least  fourteen  days  previously,  and  having  his 
name  submitted  in  the  notice  convening  such 
meeting,  would  effectually  remedy  such  a  state 
of  affairs  as  that  to  which  we  referred  in 
our  issue  of  the  13th  inst.,  when,  if  our  informa- 
tion be  correct,  the  shareholders  voted  for  the 
appointment  of  a  new  auditor  under  the 
impression  that  they  were  re-appointing  the 
previous  one.  There  would  be  no  possibility 
then  of  an  auditor  being  superseded  without  the 
facts  at  least  coming  to  the  knowledge  of  the 
shareholders,  while  the  compulsory  nomination 
of  the  new  auditor — at  all  events,  if  such  nom- 
ination had  to  be  accompanied  by  his  consent 
in  writing  to  act  if  appointed — would  make  it 
impossible  for  the  names  of  reputable  practi- 
tioners to  be  exploited  for  the  purpose  of 
securing  the  removal  of  auditors  whose  sole 
fault  consisted  in  a  fearless  discharge  of  the 
duties  imposed  upon  them.  It  would  also  make 
it  considerably  easier  for  the  Council  of  the 
Institute  to  deal  with  cases  in  which  the 
conduct  of  practitioners  in  the  matter  had  been 
found  open  to  question. 

With  regard  to  the  second  proposed  provision. 
That  the  auditors  named  in  the  prospectus 
should  be  de  facto  the  auditors  of  the  com- 
pany up  to  the  first  annual  general  meeting, 
we  are  inclined  to  think  that  for  all  practical 
purposes  this  is  assured  by  the  1900  Act.  If,  how- 
ever, there  is  still  any  doubt  upon  the  point,  then 
unquestionably  it  ought  to  be  cleared  up  in  the 
way  indicated.  It  is,  to  our  mind,  nothing  short 
of  a  "  false  statement  '\  which  ought  to  bring 
the  directors  within  the  terms  of  the  Directors' 
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Liability  Act,  1890,  if  they  allow  a  prospectus 
to  be  issued  representing  that  the  accounts  of 
the  company  will  be  audited  by  A.  when  they 
know  perfectly  well  either  that  A.  has  refused 
to  act  or  that  they  intend  to  appoint  B.  so  soon 
as  there  is  any  work  to  be  performed  and  any 
fee  to  be  earned.  It  is  quite  bad  enough  when 
the  names  of  respectable  solicitors,  brokers,  or 
bankers  are  used  without  authority,  but  when 
it  comes  to  a  question  of  auditors  the  matter  is 
of  far  greater  importance  from  the  point  of  view 
of  the  investor,  as  it  can  hardly  be  disputed 
that  the  personality  of  the  auditor  is  far  more 
likely  to  weigh  with  him  in  deciding  whether  or 
not  he  shall  apply  for  shares.  This  would  be 
so  with  prudent  investors  on  the  mere  question 
of  the  importance  of  an  audit  per  se ;  but  apart 
from  that,  of  course,  most  established  practi- 
tioners have  their  own  respective  followers 
who  are  prepared  to  invest  in  undertakings  with 
which  they  are  connected,  and  would  not  think 
of  subscribing  otherwise. 

The  suggestion  that,  when  there  has  been  an 
offer  of  shares  to  the  public,  one  at  least  of  the 
auditors  should  be  a  professional  accountant 
hardly  seems  to  us  to  go  far  enough.  We  think 
that  every  prospectus  inviting  the  public  to 
apply  for  shares  should  state  the  name  of  the 
person  or  persons  who  will  audit  the  accounts, 
and  that  one  at  least  of  those  persons  should  be 
a  professional  accountant,  the  distinction  being 
that  the  name  of  the  auditor  should  be  one  of 
the  conditions  of  the  offer.  In  the  present 
chaotic  state  of  affairs  it  is  probable  that  nothing 
more  effective  than  "  professional  accountant" 
could  be  passed  through  Parliament,  admittedly 
unsatisfactory  as  the  distinction  is  and  has 
proved  itself  to  be  in  connection  with  the 
Building  Societies  Act,  1894.  There  is,  how- 
ever, this  important  difference,  that  whereas  it 


!  is,  speaking  generally,  usual  for  building  society 
j  audits  not  to  be  conducted  by  practitioners  of 
the  first  rank  save  in  the  purely  exceptional 
case  of  a  few  societies  of  the  largest  magnitude, 
it  is  equally  unusual  for  company  audits  to  be 
performed  by  other  than  Chartered  Account- 
ants. It  is  not  very  likely,  therefore,  that  any 
serious  attempt  would  be  made  to  evade  a  pro- 
vision of  this  kind,  even  although  the  precise 
wording  might  be  ill-defined.  There  remains, 
of  course,  still  to  be  considered  the  question  as 
to  whether  a  so-called  private  company  is 
entitled  to  different  treatment,  and  where  the 
line  is  at  present  drawn  between  public  and 
private  companies  our  own  view  is  strongly  in 
the  negative.  The  only  definition  of  a  private 
company  which  can  be  safely  adopted  without 
risk  of  abuse  is  in  our  view  a  company  which 
imposes  such  restrictions  on  the  transfer  of  its 
shares  as  to  practically  keep  those  shares  in  the 
hands  of  the  original  members,  all  of  whom  are 
known  to  each  other.  In  such  a  case  there 
might  conceivably  be  objections  to  the  com- 
pulsory audit  by  a  professional  accountant, 
although  even  then  they  would,  we  think,  be 
somewhat  far-fetched.  But  in  the  case  of  what 
at  present  masquerades  as  a  private  company, 
where  the  vendor  usually  controls  the  voting 
power  and  sits  upon  the  board  with  none  but 
his  own  nominees,  an  effective  and  independent 
audit  represents  the  solitary  safeguard  that  can, 
by  any  possibility,  be  vouchsafed  to  the  investor 
who  is  so  foolish  as  to  place  his  money  in  such 
a  concern  when  he  is  not  already  personally 
acquainted  with  those  connected  with  it.  But 
little  attention  hz^s  as  yet  been  directed  to  the 
shortcomings  of  these  so-called  private  com- 
panies, because  by  their  very  nature  their 
irregularities  and  frauds  affect  but  a  very  small 
number  of  investors  in  each  case.     One  cannot 
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as  a  rule  have  a  very  sensational  failure  of  a 
company  whose  working  capital  never  amounted 
to  more  than  a  few  hundred  pounds;  but,  for  all 
.  that,  this  class  of  company  is  one  which,  we 
think,  requires  the  most  careful  watching,  and 
for  that  reason  we  very  much  question  the 
policy  of  permitting  it  the  special  privilege  of 
being  exempted  from  a  professional  audit. 

Whether  there  is  any  prospect  of  these 
amendments  becoming  law  in  the  near  future 
is,  of  course,  a  very  open  question.  It  is 
satisfactory,  however,  to  note  that  the  London 
Chamber  of  Commerce  seems  to  appreciate  that 
the  most  serious  omissions  of  the  1900  Act  arise 
from  the  bareness  of  the  outline  of  the  scheme 
of  compulsory  audit  which  was  then  enacted. 


unieebli?  Tlotea. 


TheBaportof    It  has  been  said  that  "in  the  whole  of 
the  Intor-itata    .......  ,     ,  , 

GommerM         Ainenca  there  is  no  body  so  severely 

GommiMioii.  •*  criticised  by  the  great  financiers  and 
"  the  many  newspapers  and  reviews,  which  live  only  to 
"  emphasise  their  views,  as  the  Inter-state  Commerce 
**  Commission."  Be  this  as  it  may,  those  students  of 
political  economy  who  rightly  look  to  America  to 
famish  new  lights  oa  many  obscure  problems,  have 
come  to  recognise  the  good  work  which  the  Commis- 
sion has  done  for  the  welfare  of  the  public.  At  one 
time  the  railroad  magnates  were  shrieking  over  what 
they  c^ed  the  attempt  to  ruin  the  railroads,  but  they 
have  learned  to  understand  that  it  is  not  of  much  use 
to  indulge  in  yapping  against  a  stone  wall,  and  hence 
they  are  now  roaring  as  gently  as  sucking  doves.  So 
mnch  has  the  attitude  changed  that  we  are  told  that  at 
a  meeting  of  the  executive  officers  of  the  western 
railway  companies,  held  recently  at  Chicago,  it  was 
resolved  that  each  company  should  bind  itself  to  inform 
the  Commission  of  any  acts  which  should  thereafter  be 
committed  by  any  other  company  in  violation  of  the 
law,  and  that  a  committee  of  representatives  of 
wastem  freigbt  associations  should  be  formed  to  watch 
and  report.    This  move  in  the  direction  of  the  suppres- 


sion of  rebates  and  illegal  preferences  may  have  been 
made  with  the  idea  of  showing  that  any  further  legis- 
lation, as  foreshadowed  by  President  Roosevelt,  is 
unnecessary ;  but,  in  any  case,  the  change  of  front  is 
significant.  The  report  of  the  Commission  suggests  an 
extension  of  its  powers  rather  than  fresh  legislation, 
and  although  the  precise  difference  may  not  be  quite 
so  apparent  here  as  on  the  other  side  of  the  Atlantic, 
the  reasoning  is  doubtless  sound.  It  will  be  remem- 
bered that  the  main  object  of  the  Commission  was  to 
prevent  the  very  reprehensible  practice  of  discrimina- 
tion, or  the  unfair  preference  given  by  railway  and 
other  transport  companies  to  one  section  of  shippers 
over  another,  which  is  quite  a  product  of  the  huge 
industrial  combinations  of  which  our  cousins  are  so 
enamoured.  With  this  idea  in  view  power  was  given 
to  the  Commission,  upon  complaint,  to  declare  a  rate 
unreasonable,  and  it  was  imagined  that  this  power 
included  the  fixing  of  a  rate  that  was  reasonable  ;  but, 
on  the  latter  point  being  contested,  the  contention  of 
the  Commission  failed.  In  the  draft  Bill  appended  to  . 
the  report  this  defect  is  sought  to  be  remedied ;  but 
the  President's  clever  suggestion,  that  where  a  special 
rebate  is  discovered  the  Commission  should  have 
power  to  declare  the  lower  rate  in  force  for  a  fixed 
period  for  all  shippers  over  the  lines  of  the  company 
concerned,  does  not  appear  to  have  been  adopted. 
What  makes  this  matter  of  discrimination  so  difficult 
to  handle  is  the  fact  that  the  mammoth  trusts  and  the 
big  railroads  are  often  controlled  by  the  same  interests, 
and  we  have  recently  had  an  unmistakable  interpreta- 
tion of  what  the  American  magnate  understands  by 
•<  control,"  It  is  interesting  to  note,  in  passing,  that 
the  Commission's  investigations  established  the  fact 
that  undue  preference  has  been  given  to  shippers,  who 
perform  part  of  the  transport  by  means  of  private 
wagons,  by  means  of  over- payment  for  this  service. 
The  small  trader,  however,  and  those  among  the 
American  public  who  really  desire  to  see  a  more 
impartial  spirit  in  public  affairs,  will  welcome  the 
labours  of  the  Commission  towards  this  end ;  and  in  this 
country,  as  we  have  said,  the  work  is  being  watched 
with  the  greatest  interest,  for  the  remedies  may  be 
required  here  some  day. 


The  results  of  the  November  examina- 
TI16  HoveiiibeF 
Bxamlnatiom  of    tions  of  the  Institute,  which  we   an- 

the  imtitute.      nounced  in  our  last  issue,  show  a  slight 
falling-o£f  in  the  total  number  of  candidates  as  compared 
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with  May  of  last  year,  the  aggregate  figures  being  522 
and  579  respectively.  There  were  40  less  candidates 
for  the  Preliminary  Examination,  and  42  less  for  the 
Intermediate,  but  on  the  other  hand  the  number  of 
students  competing  for  the  Final  Examination  showed 
an  increase  of  25.  In  the  Preliminary  roughly  33  per 
cent,  failed — a  distinct  improvement  upon  May.  At  the 
Intermediate  Examination  the  percentage  of  failures 
was  practically  the  same  as  in  the  previous  half-year — 
namely,  approximately  38  per  cent. — but  the  Final 
shows  an  improvement,  the  percentage  of  failures  being 
roughly  37  per  cent.,  as  against  42  per  cent,  in  May. 
Especial  interest  attached  to  the  Intermediate  Examin- 
ation upon  this  occasion  in  that  the  Robert  Fletcher 
prize  was  to  be  competed  for  for  the  first  time.  In  the 
result,  however,  it  was  not  awarded,  as  Mr.  H.  O.  Peake, 
of  Manchester,  who  obtained  the  first  place,  was  over 
the  age  limit  laid  down  by  the  rules.  The  prize  will 
accordingly  be  again  competed  for  in  May.  Those  of 
our  readers  who  have  from  time  to  time  been  inquiring 
whether  it  would  not  be  possible  to  expedite  the 
publication  of  the  examination  results  will  be  pleased 
to  learn  that  the  Council  has  asked  the  Examination 
Committee  to  again  consider  whether  this  would  not 
be  possible.  Obviously,  as  the  date  of  the  examinations 
has  been  advanced  by  a  clear  three  weeks,  it  would 
be  possible  to  announce  the  results  three  weeks 
earlier  without  hurrying  matters  more  than  they  used 
to  be  hurried  up  till  quite  recently.  Moreover,  bearing 
in  mind  the  fact  that  the  first  fortnight  in  January  and 
Julykre  probably  the  most  busy  fortnights  with  the 
majority  of  practitioners,  the  additional  time  would 
afford  no  practical  convenience  to  examiners  them- 
selves. However  that  may  be,  we  trust  that  when  the 
matter  is  reconsidered  by  the  Examination  Committee, 
it  will  find  that  the  difficulties  in  the  way  of  this  useful 
reform  are  not  insuperable. 


_^   -  ,.    -       Our     contemporary     The     Municipal 

TheAndltof        ,  ,  ,   .        ^  j      . 

MnnlelpalTnUllBg  Journal^  replying  to  a  correspondent, 

DepArtniMitf.  expresses  a  doubt  whether  Borough 
Auditors  are  legally  entitled  to  audit  the  general 
accounts  of  the  electric  light  and  tramway  departments 
of  their  municipalities.  The  question  is  one  of  some 
interest,  for,  of  course,  if  our  contemporary's  view 
should  prove  to  be  correct,  there  is  no  provision  what- 
ever for  the  audit  of  those  departments  of  the  local 
authority  where  a  competent  audit  would  prove  most 
valuable.    At  the  same  time  it  cannot,  of  course,  be 


very  seriously  suggested  that  the  exclusion  of  these 
accounts  from  the  elective  audit  would  be  much  of  a 
public  calamity. 


Looal  GoYerament  ^  correspondent  has  forwarded  us  a 
Board  Audits,  copy  of  a  letter  received  by  him  from 
the  City  Accountant  of  an  important  Irish  corporation, 
who  states  that  his  (Government)  Auditor  confines  him- 
self strictly  to  vouching  receipts  and  payments,  and 
will  not  look  at  the  Journal.  This  case,  we  imagine,  is 
by  no  means  unusual,  but  it  clearly  shows  the  absurdity 
of  expecting  any  useful  result  from  a  so-called  audit 
conducted  upon  such  imperfect  lines. 


Poftt  OfflM  Since  the  beginning  of  the  year  the 
OhaquAs.  Swiss  Post  Office  has  opened  upwards 
of  one  thousand  deposit  accounts  in  its  Banking 
Department.  The  system  in  force  differs  radically 
from  anything  obtaining  in  this  country.  Under  it 
the  Post  Office  will,  upon  application  by  a  customer, 
transfer  the  desired  amount  from  his  account  to  its 
'  account  with  the  payee.  In  consequence  no  documents 
of  value  have  to  pass  through  the  post,  with  its 
attendant  risks.  The  system  can,  of  course,  only  be 
effective  where  both  parties  to  the  transaction  have  an 
account  with  the  t*o8t  Office  Bank,  but  in  view  of  the 
conveniences  offered  (more  particularly  in  a  country 
like  Switzerland,  where  banking  faciUties  are  not 
very  highly  developed),  it  will  doubtless  have  the 
effect  of  causing  the  majority  of  business  houses  to 
open  accounts. 


Th  Rltfhu  f  Commenting  upon  the  announcement 
D«lMntare-  that  a  receiver  and  manager  has  been 
holden.  appointed  of  the  property  and  assets 
of  a  brewery  company,  in  the  interest  of  debenture - 
holders,  our  contemporary  The  Law  Journal  draws 
attention  to  the  weak  position  of  all  debenture-holders, 
who  have  practically  no  means  of  ascertaining  the 
financial  position  of  the  borrowing  company  until 
perhaps  matters  have  so  far  advanced  as  to  make  it 
probable  that  a  loss  of  principal  or  interest,  or  both, 
has  been  sustained.  In  the  ordinary  way,  of  course, 
the  right  of  debenture-holders  to  intervene  does  not 
begin  to  arise  until  their  security  is  in  jeopardy,  and 
this  theoretical  statement  of  the  position,  which  is  to 
be  found  in  most  text-books  on  the  subject,  may  be 
supplemented  by  the  statement  that  until  there  has 
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be&k  actual  default  it  is  extremely  difficult,  if  not 
impossible,  for  debenture- holders  to  obtain  the  appoint- 
ment of  a  receiver  and  manager  save  with  the  consent 
of  the  defendant  company.  From  these  facts  it  seems 
to  us  that  the  reasonable  conclusion  to  be  drawn  is 
that  investors  should  not  take  debentures  in  a  com- 
pany unless  they  are  satisfied  that  there  are  sufficient 
immovable  assets  to  cover  the  aggregate  amount  of 
their  claims,  even  at  a  forced  realisation.  If  there  is 
not  sufficient  margin  of  security  for  this  rule  to  be 
applied,  it  seems  to  us  that  the  security  is  insufficient 
for  an  issue  of  debentures,  and  that  prudent  investors 
should  leave  it  alone  altogether.  Unfortunately  in  the 
past  these  principles  have  not  been  acted  upon. 


Corresponbence  an5  Enquiries* 


_  ,,  In  connection  with  the  inquiry  recently 

Mimielpftl  instituted  as  to  the  accounts  of  local 
Aceomittiitf.  authorities,  it  is  of  interest  to  note  that 
a  uniform  system  of  municipal  accounting  exists  in  the 
States,  and  has  already  been  applied  there  to  a  number 
of  cities'  accounts,  although  first  started  less  than  five 
years  ago.  The  latest  example  to  hand  is  the  accounts 
of  the  City  of  Pawtucket,  R.I.,  which  have  lately  been 
overhauled  by  Messrs.  Harvey,  Chase  &  Co.,  of  Boston, 
who  invite  us  to  critically  examine  the  forms,  and  to 
comment  upon  them  in  our  columns.  We  hope  to 
have  an  opportunity  of  discussing  the  form  shortly  in 
an  early  issue,  but  in  the  nature  of  things  we  cannot 
pretend  to  be  fully  informed  as  to  all  the  detailed 
requirements  of  American  cities*  accounts. 


All  commanlcatlons  to  the  Editor  should  bo 
by  letter  oaly. 


[We  are  at  all  times  ready  to  insert  corresptmdence  on 
matters  of  interest  to  the  Profession^  hut  we  do  not  of  course 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wedneeday 
afternoon;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents,  not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faith.] 


Mr.  J.  Grant  Gibson,  the  Official 
FMlims  In  19M.  Receiver  for  Manchester  and  district, 
has  prepared  a  report  of  local  failures  during  the  past 
year.  The  total  number  of  receiving  orders  made  was 
136,  as  compared  with  172  in  1904.  In  only  31  cases 
was  a  professional  trustee  appointed.  The  number  of 
cases  closed  during  the  year  was  120,  and  in  these  the 
net  assets  amounted  to  ^£'8,400,  of  which  ;£'5ti22  was 
received  by  creditors.  In  69  cases  dividends  were 
paid,  and  51  cases  were  closed  without  any  dividend  to 
the  ordinary  creditors.  The  average  net  assets  per 
estate  were  ;f  70,  and  the  ratio  of  costs  to  assets  was 
37  per  cent.  These  figures,  it  seems  to  us,  sufficiently 
explain  the  relatively  small  number  of  non-official 
realisations.  The  great  majority  of  the  estates  clearly 
were  too  small  or  too  straightforward  to  call  for  pro- 
fessional assistance. 


Income  Tex. 

To  the  Editor  of  The  Accountant, 
Sir, — I  have  read  with  much  interest  the  lecture 
given  by  Mr.  C.  E.  Isaacs  before  the  Chartered  Ac- 
countants Students'  Society  of  Sheffield,  and  with  most 
of  his  suggestions  I  am  in  cordial  agreement. 

Under  the  heading  "  Treble  Duty  "  Mr.  Isaacs  com- 
ments upon  the  recommendation  of  the  Departmental 
Committee  that  a  surcharge  should  be  legally  permis- 
sible at  any  time  within  three  years  from  the  end  of  the 
year  of  assessment.  He  points  out  that  under  such  a 
clause,  treble  duty  might  be  obtainable  for  each  of  the 
three  years  in  question,  thus  virtually  giving  power  of 
recovery  for  nine  years.  This  recommendation  was 
little  commented  upon,  probably  owing  to  the  fact  that 
but  few  outside  the  Government  service  saw  the  full 
meaning  of  it,  and  Mr.  Isaacs  certainly  deserves  the 
thanks  of  taxpayers  for  calling  attention  in  a  public 
manner  to  the  construction  that  may  be  put  upon  such 
a  clause  in  a  new  Finance  Bill. 

I  note  the  subsequent  passage  in  his  lecture  to  the 
following  effect : — *'  Double  duty  would  be  practically 
'*  equal  to  six  years'  single  duty,  and  co-extensive  with 
"  the  period  provided  for  in  the  Statute  of  Limitations." 
Does  Mr.  Isaacs  advise  a  surcharge  to  the  extent  of 
double  duty  for  three  years — i^e.,  the  equivalent  of  six 
years'  single  duty  ?  If  so,  I  should  like  to  point  out 
that,  when  the  boot  is  on  the  other  leg,  rectification  of 
assessment  can  only  be  obtained  by  the  taxpayer  within 
twelve  months  of  the  end  of  the  year  of  assessment,  and 
in  many  districts  only  within  six  months  of  the  same 
time.  If  further  powers  are  given  to  the  Crown,  the 
taxpayer  should,  I  submit,  be  similarly  benefited  by 
extension  of  the  time  during  which  he  may  apply  for 
rectification  of  his  assessment. 
It  may  be  objected  that  the  professional  man  or 

trader  is  fully  conversant  with  hisToWn  affairs,  and  that, 
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therefore,  subsequent  rectification  should  not — in  the 

bulk  of  cases — be  necessary.    This,  even  if  true,  would 

not  be  a  sufficient  justification  for  giving  the  Revenue 

power  to  recover  the  equivalent  of  six  years'  tax,  while 

the  taxpayer  could  recover  for  one  year  only.     In  the 

experience  of  accountants  and  others  who  have  dealt 

with  a  large  number  of  income-tax  assessments,  it  has 

been  found  that  the    bulk    of   the    so-called    "false 

returns "  are  errors  due  to  lack  of  knowledge  of  the 

items  properly  chargeable  as  business  expenses.    This 

lack  of  knowledge  on  the  part  of  traders  has  been 

pointed  out  at  some  length  by  Mr.  Isaacs,  so  it  is 

unnecessary  to  mention  more  than  the  names  of  a  few 

of  the  principal  items  which  are  frequently  debited  in 

error — e.g,,    various    Depreciations,   Interest,   Income 

Tax,  full  (not  two-thirds)  Rent,  Living  Expenses,  Life 

Insurance,  Partners'  Drawings,  &c. 

Yours  faithfully, 

T.  HALLETT  FRY. 
London,  loth  January  1906. 


Establishment  Charges. 

(To  the  Editor  of  The  Accountant  J 
Sir, — I  must  thank  you  for  kindly  inserting  my  letter 
in  the  current  number  of  The  Accountant,  and  shall  be 
glad  to  have  your  opinion  on  the  matter  if  this  is  the 
course  you  adopt.  If  not,  perhaps  you  would  be  kind 
enough  to  tell  me  in  what  way  I  can  obtain  the 
required  information. 

I  am,  dear  Sir,  yours  faithfully, 
11th  January  1906.  F.  L.  D. 

[Our  correspondent  should  refer  to  our  issues  of 
June  and  July  1905. — Ed.  Acct,'\ 


Licensing  Act  and  income  Tax. 

(To  the  Editor  of  The  Accountant,) 
Sir, — I  should  be  obliged  if  you,  or  any  of  your 
readers,  would  inform  me,  through  the  columns  of  The 
Auouniant,  whether  sums  paid  as  compensation  under 
the  Licensing  Act,  1904,  are  allowed  as  deductions 
from  profits  for  the  purpose  of  income-tax  ? 

Yours  faithfully, 
nth  January  1906.  LICENSE. 

[The  question  has  not  been  decided,  but  we  think 
they  should  be  claimed  as  deductions. — Ed.  Aut,] 


Executorship  Accounts— Apportionment. 

(To  the  Editor  of  The  Accountant.) 
Sir, — With  regard  to  the  case  as  quoted  by  your 
correspondent    "J.  P.,"    I    have    understood    that   a 
continual  dabbling  with  the  estate  for  the  benefit  of 


the  remainderman  to  the  detriment  of  the  life-tenant 
or  vice  versd,  would  not  be  upheld  in  the  Courts ;  and  in 
such  case  an  apportionment  would  be  ordered. 

Will  your  correspondent  kindly  say  where  the  case 
of  Re  Duff;  Muttlebury  v.  Mutilchury  is  reported  ? 

Yours  faithfully, 

January  i^th  1906.  C.  J. 

Legislation  for  the  Profession. 

(To  the  Editor  of  The  Accountant,) 

Sir, — Under  the  heading  of  **  Professional  Mis- 
conduct," in  your  issues  of  the  14th  and  21st  October, 
you  discuss  at  length,  and  unfavourably,  certain  clauses 
of  the  Bill  introduced  in  Tasmania,  during  the  last 
session  of  Parliament,  to  "  provide  for  the  registration 
and  regulation  of  public  accountants  *'  in  this  State. 

The  Bill  has  been  "  dropped  '*  for  the  present,  so 
that  it  is  of  no  utility  to  now  discuss  it  further.  I  write 
merely  to  say  that  it  was  framed  upon  the  Transvaal 
Ordinance,  the  wording  of  it  being  almost  identical 
therewith,  especially  as  regards  the  clauses  you 
especially  refer  to,  and  this  fact  must  surely  have 
escaped  your  notice,  when  penning  your  recent  articles. 

Of  the  Transvaal  Ordinance  you  seem  to  have  con- 
ceived a  favourable  impression,  if  one  may  judge  by 
your  article  thereon  in  your  issue  of  24th  September 
1904,  in  which  you  say  {inter  alia) : — 

"...  And  if  (as  we  have  no  reason  to  doubt), 
the  Ordinance  is  found  to  work  well  in  practice,  a  strong 
argument  can  thus  be  put  forward,  in  favour  of  its 
extension  elsewhere.*' 

These  words  seem  somewhat  at  variance  with  the 
views  you  express  on  the  Tasmaoian  Bill,  although  the 
wording  thereof  is  almost  precisely  the  same. 
Yours  faithfully, 

J.  B.  HICKSON. 

Hobart,  Tasmania,  6th  December  1905. 


Small  Hotels  and  Income  Tax. 

(To  the  Editor  of  The  Accountant,) 
Sir,— In  respect  to  your  correspondent  "  H.  C.  R," 
will  you  permit  me  to  say  that  when  a  part  of  a  dwelling 
house  shall  be  used  for  the  purposes  of  any  trade,  pro- 
fession, &c.,  the  Commissioners  shall  allow  a  sum  not 
exceeding  two-thirds  of  the  rent  bond  fide  paid,  vide  5  &  6 
Vict.  c.  35,  s.  loi. 

It  is,  of  course,  a  great  hardship  that  this  should  be, 
as  it  is  easy  to  imagine  cases  where  a  single  man  might 
own  and  manage  a  hotel  of  100  rooms,  whilst  he  person- 
ally inhabited  but  two  or  three  of  them.  The  hardship 
is  almost  greater  in  the  case  of  the  boarding-house  or 
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lodging-house  keeper,  where  the  owner  of  the  business 

is  practically  a  species  of  working  housekeeper. 

Yours  faithfully, 

T.  HALLETT  FRY. 
London,  i$th  Januaiy  1906. 


Accountants  Touting  for  Business. 

(To  the  Editor  of  The  Accountant.) 

Sir, — Enclosed  we  beg  to  send  for  your  perusal  letter 

received  by  a  Liverpool  solicitor  this  week  from  a 

London  Chartered  Accountant,  which  will  probably 

interest  you.    We  believe  it  is  a  regular  practice  of  the 

firm  in  question  to  solicit  this  registration  of  deeds  of 

assignment,  and,  in  our  humble  opinion,  it  is  extremely 

nndignified  on  the  part  of  a  member  of  the  Institute. 

The  client  they  mention,  Messrs.  A.  B.  &  Sons,  we  may 

state,  are  creditors  for  the  paltry  sum  of  £%  19s.  4d. 

Yours  truly, 

tth  January  1906.  X.  &  Co. 

Dear  Sir, 

Re ,  of . 

As  we  shall  not  be  attending  the  meeting  of  creditors 
herein  we  have  asked  our  mutual  friends  Messrs.  X 
&  Co.  to  represent  us  on  behalf  of  our  friends,  Messrs. 
A.  B.  &  Son,  Lim. 

If  a  deed  is  agreed  to  might  we  suggest  that  you  send 
the  same  to  us  for  the  purpose  of  registration  ?  We  like 
to  see  to  this  kind  of  work  for  our  friends  in  the 
provinces,  as  it  not  only  keeps  us  in  touch  with  them 
but  enables  us  to  earn  a  little  fee. 

Yours  faithfully, 

Z.  &  Co. 
C.  D.,  Esq. 

The  Rights  of  Partners  later  s«. 

(To  the  Editor  of  The  Accountant,) 
Sir, — It  is  indeed  flattering  to  find  myself  linked  with 
Mr.  Welton  and  Professor  Dicksee  in  an  invitation  for 
a  further  expression  of  opinion  on  this  question. 

In  the  joint  letter  of  one  of  my  partners  and  myself, 
which  appeared  in  your  issue  of  i8th  November  last, 
an  endeavour  was  made  to  summarise  the  position  of 
affairs  in  this  connection,  but  the  letter  from  Daniel 
Patrick  prompts  me  to  try  again. 
Your  correspondent  writes : — 

"  Mr.  Dawson  laid  the  case  clearly  by  means  of  his 
illustrations,  but  he  did  not  complete  it.  He  gives 
Gamer's  share  as  ;£ 2,078  and  Murray's  as  ;^262.  But 
each  partner  has  already  contributed  £212  to  these 
amounts,  so  that  the  amounts  actually  receivable  are 
/i,866and;f5o." 
It  would  be  interesting  to  know  how  a  case  can  be 
stated  clearly  which  is  not  completed.    As  a  matter  of 


fact,  it  was  completed— nor  did  I  give  the  figures 
alleged.  The  obvious  misprint  of  an  "  equals "  sign 
instead  of  a  "  minus  "  sign,  corrected  in  a  subsequent 
issue,  should  not  have  misled  Daniel  Patrick,  for  the 
figures  given  were  really  those  he  now  mentions  as 
being  the  correct  ones.  He  asks  why  I  did  not,  in 
illustration  No.  3  (6),  transfer  the  deficit  to  the  three 
Capital  Accounts.  This  was  done  in  illustration 
No.  3  (a),  and  the  reason  why  it  was  not  done  in  No.  3 
(6)  was  set  out  in  the  explanatory  notes,  and  will  be 
referred  to  again  in  the  course  of  the  present  letter. 

With  regard  to  the  distinction  between  Capital  and 
Revenue  losses,  I  take  it  that  the  losses  of  theyirm  as  a 
whole  are  losses  which  need  no  such  distinction.  If  the 
office  fixtures  stood  in  the  books  at  ;f  300  but  realised 
;^200  only ;  if  the  book  debts  realised  £500  less  than 
the  book  value;  if  the  stock-in-trade  was  sold  by 
auction  in  the  winding-up  proceedings  and  brought 
;f200  less  than  cost:  these,  though  shrinkages  of 
capital  items,  are  losses  of  the  firm,  and  chargeable  as 
such.  But  if  after  an  adjustment  of  losses  of  the  firm 
one  partner  becomes  indebted  to  the  other  partners 
and  is  unable  to  meet  the  call  upon  him,  such  loss, 
according  to  Joyce,  J.,  is  not  a  loss  of  the  firm,  and 
must  be  borne  by  such  other  partners  in  proportion  to 
their  respective  capital  balances. 

But  if  the  deficiency  of  Wilkins  is  ignored  and  the 
available  cash  (only)  is  divided  between  Gamer  and 
Murray, /»ro  rdta,  as  to  capital  balances,  is  not  that  in 
effect  a  division  of  Wilkins'  deficiency  in  the  same 
proportions  ? 

Suppose  Daniel  Patrick,  instead  of  apportioning  the 

available  cash,  first  treats  (as  I  submit  he  should)  the 

£635  as  a  partnership  loss,  and  divides  it  in  thirds. 

Suppose  he  next  divides  the  loss  on  Wilkins*  account 

between  the  partners  (as  he  evidently  approves)  in 

proportion     to     the     respective     capital     balances 

of   the    other    partners.    Then  the  ultimate    capital 

balances  of  the  two  partners   become  in  aggregate 

exactly  equal  to  the  available  cash.    Thus  we  follow 

Daniel  Patrick's  own  ideas  of  equitable  methods,  and 

remove  his  bookkeeping  difficulty  as  to  the  ultimate 

disposal  of  the  unrecovered  balance  due  from  Wilkins. 

Thus  :— 

Original   Position. 


Capital  Accounts. 


Garner . 
Murray. 


£ 
2,500 

314 


^;.8i4 


-# 


Assets. 

£ 

Cash 1,916 

Wilkins  (Overdrawn)        ..       263 
Deficiency 635 

ifa,8i4 


Tized  by- 
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Stage   i. 


Capital  Accounts. 

Garner  ..  2,500 

L«55i  deficiency..       212 


Murray 
Less  i  deficiency. . 


314 
212 


102 
£2,390 


Assets. 

Cash      

Wilkins  (Overdrawn) 
Adit  ji  of  deficiency 


263 

211 


£ 
1,916 


474 


£2,390 


Now,  if  we  distribute  the  £474  as  to  |§g$  and  ^Vo^ 
respectively,  we  obtain  :— 


Stage   2. 


Capital  Accounts. 

Gamer                    ..    2,500 
Less  i  deficiency. .       212 

£ 

Cash 

2,288 

aay                    .433 

Murray                            314 
Less  i  deficiency. .       212 

1,835 

I02 

Less  m^  of  £474. 
say          ..        ..         21 

81 

i 

C1.916 



Asset. 


£ 
1,916 


3Ci.9»6 


Surely  there  can  be  no  bookkeeping  difficulty  about 
the  ultimate  disposition  of  the  above  balances ! 

But  if  it  be,  as  I  have  already  suggested,  that  the 
Garner  v.  Murray  decision  not  only  distinguishes 
between  ordinary  partnership  losses  and  a  loss  caused 
by  an  insolvent  partner  not  pajdng  his  debt,  but  also 
requires  the  solvent  partners  to  bring  into  hotchpot  their 
shares  of  the  losses,  the  position  would  be  as  follows : — 


Stage  i. 


Capital  Accounts. 

Garner  ..        ..    2,500 

Murray  ..       3M 


2,814 


I 


£2,814 


Assets. 

£ 

Cash 1,916 

Gamer  to  pay  in  Cash 

or  in  Account  212 

Murray    to    pay    in 
Cash  or  in  Account      212 

Wilkins'  Deficiency 


■    2,340 
474 

£2.814 


Stage   2. 


Capital  Accounts. 

Gamer  ..    a,50o 

Less  mi  of  £474. 
say  422 

2,078 


Asset. 


^  Less    Contra    Ac- 
count 

Murray 
Less  ^A  of  £474. 
say 


212 

3»4 

52 


1,866 


Less  Contra  Account    212 


50 
£1,916 


Cash 


1,916 


£i.9«6 


All  these  results  agree  with  those  set  out  in  my 
original  letter,  although  they  are  arrived  at  by  adjust- 
ing the  irrecoverable  balances  instead  of  apportioning  the 
available  cash. 

An  attempt  may  now  be  made  to  summarise  the 
whole  position. 


■SIS 


3« 


Garner 


Murray 


Circumstances 


Net  Amount 


Wilkins  able  to  pay  his  debt 

Wilkins  being  unable  to  pay  his   debt   it   is  charged  to  remaining 
partners  in  the  same  ratio  as  they  were  entitled  to  share  profits 


Receives  £2,288 
Receives  £2,051 


How  I 

ascertained      1 


Net  Amount 


M88  of  £2.390 

£1,916  plus 
jTisspaidin 
by  Murray 


Receives  £102 
Pays  in  £135 


I 


I 


Wilkins  beinc  unable  to  pay  his  debt  the  remaining  partners  divide 
the  available  cash  in  the  same  proportions  as  they  would  have 
divided  the  augmented  fund  had  Wilkins  paid  his  debt — that  is,  in 
the  same  proportions  as  in  Solution  No.  i.    {Supra). 

Wilkins  beiuL'  unable  to  pay  his  debt  the  remaining  partners  dividi*    Kcccivi-s  £1.866 
the  available  cash  plus   their   own    contributions    to   the    firm's 
deficiency  {i.e.,  other  than  Wilkins'  deficiency),  in  the  same  propor- 
tions as  thev  would  have  divided  the  still  fiirther  augmented  fund 
had   there  been  no  deficiency  and  Wilkins  had  paid  his   debt,  | 
subsequently  deducting,  of  course,  the  contributions  referred  to.        1 


Receives  £1,835   H-jS^  of  £1,916       Receives  £81 


How 
ascertained 


i^Rffi  of  £2,390 

One  half 
Wilkins' defi- 
ciency (£237) 
less  iioa 
otherwise  re- 
ceivable (See 
No.  1) 

fl».fifii  of  £1.916 


I 


55Y7  of  £2 
Usi  £212 


I 
,5Ao  I     Receives  £50 
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Solation  No.  i  calls  for  no  comment,  it  is  the  effect 
of  Darby  v.  Darby.  No.  2  treats  all  losses  alike. 
No.  3  distiuguishes  between  losses  of  the  /irw,  and 
losses  occasioned  by  the  default  of  a  partner  when 
adjusting  the  rights  of  the  partners  inter  se,  charging 
the  former  according  to  the  proportions  in  which 
profits  were  shared,  and  the  latter  rateably  to  the  Capital 
Account  balances  of  the  non-defaulting  partners.  No.  4 
adds  to  No.  3  the  further  condition  that  the  non- 
defaulting  partners  should  not  diminish  such  Capital 
Account  balances  by  deducting  the  amounts  of  their 
contributions  to  the  deficiency,  but  should  pay  such 
contributions  either  in  cash  or  in  account. 

To  some  it  may  be  difficult  to  recognise  any  differ- 
ence between  the  incidence  of  a  loss  of  the  firm  and 
that  of  a  loss  sustained  by  some  of  the  partners 
thereof  by  reason  of  the  default  of  another  partner, 
but  having  a  legal  decision  before  us  we  must  not 
disregard  its  existence. 

Professor  Dicksee  stated  in  your  issue  of  i8th 
November  last  that  his  reason  for  hesitating  to  accept 
the  decision  in  Garner  v.  Murray  was  on  account  of  the 
practical  difficulty  of  distinguishing  the  losses  in  the 
manner  required  by  the  judgment.  Personally  I  do 
not   appreciate  any  such   practical  difficulty. 

Daniel  Patrick  refers  to  Section  24  of  the  Act.  This, 
I  submit,  is  another  *'  red  herring." 

Distinction  may  be  necessary  as  between  losses  of 
the  firnn  as  a  body  and  losses  of  some  of  the  partners 
because  of  the  default  of  another  partner,  but  there  is 
no  distinction  necessary  in  partnership  law  as  between 
losses  oa  Revenue  Account,  Capital  Account,  or  other- 
wise. Office  rent,  depreciation  of  stock,  loss  on  book 
debts,  and  loss  on  reaUsation  of  office  fixtures  on  a 
dissolution  are  all  divisible  in  the  same  proportions. 
In  other  words,  neither  the  Partnership  Act  nor  any  of 
the  decisions  thereunder  attempt  to  distinguish 
between  Capital  and  Revenue  losses— in  fact,  Sections 
24  and  44  expressly  assimilate  them ;  but  Joyce,  J.,  in 
Garner  v.  Murray^  on  what  he  claimed  to  be  the 
authority  of  Section  44  of  the  Act,  read  as  a  whohy  did 
distinguish  between  losses  of  the  firm  and  losses  of 
some  of  the  partners  thereof  because  of  the  default  of 
another  partner  after  the  adjustment  of  their  rights 
inter  se. 

Yours  faithfully, 

SIDNEY  S.  DAWSON. 
Liverpool y  i^th  January  1906. 


(To  the  Editor  of  The  Accountant.) 
Sir,— In  Dixon's  "  Law  of  Partnership  "  (1866)  I  find 
a  report  of  Darby  v.  Darby  which  differs  slightly  from 
your  correspondent  Daniel  Patrick's  quotation  from 
Pollock  —  the  word  "  concern "  is  substituted  for 
"capital"  ("proceeds  .  .  .  divided  according  to 
their  respective  shares  in  the  concern  "). 

May  it  not  be  that  these  "  shares  in  the  concern  " 
are  shares  in  profits  and  not  shares  in  capital  ? 

The  references  given  by  Dixon  are,  "  Per  Kindersley, 
"  V.C,  in  Darby  v.  Darby  (25  L.J.,  Ch.  371, 376 ;  S.C.,  3 
"  Drew  495, 503)."  The  second  alone  is  given  in  "Duck- 
worth on  Partnership,"  which  quotes  similarly  to 
Pollock:  Dixon's  report  seems  more  in  accordance 
with  the  Act,  which  was  said  to  codify  and  not  to  alter 

the  law. 

Yours  faithfully, 
16th  January  1906.  ARTICLED. 

Profits  Prior  to  lacorporatloa. 

(To  the  Editor  of  The  Accountant.) 

Sir, — I  wish  to  have  your  opinion  on  a  point  of 
company  law. 

A  company  incorporated  ist  March  1905  takes  over 
a  private  concern  as  from  31st  December  1904.  A 
Trading  and  Profit  and  Loss  Account  is  prepared  for 
the  twelve  months  ending  31st  December  1905. 

After  carrying  to  a  Reserve  Fund  the  estimated  pro- 
portion of  profit  made  between  31st  December  1904 
and  ist  March  1905  there  would,  I  take  it,  be  no 
objection  to  the  company  paying  a  dividend  for  the 
whole  year. 

Your  opinion  would  greatly  oblige, 

Yours  faithfully, 

16th  January  1906.        COMPANY  SECRETARY. 

[So  long  as  the  dividend  is  not  paid  out  of  capital  the 
company  can  call  it  what  it  likes. — Ed.  Acct."] 


TCbe  Xelceater  Cbattete^  Hccountanta 
Stu^ent0'  Societi?. 


Syllabu8~-5pring  Session,  1906. 

Officers. 

President— Mr.  A.  P.  Carryer,  A.C.A. 

Vice-Presidents— Mr.  G.  S.  Bankart,  A.C.A.,  and  Mr.  J.  H. 
Baker,  A.C.A. 

Hon.  Secretary— Mr.  F.  S.  Heath  (with  Messrs.  Bland, 
Carryer,  and  McAlpin,  St.  Martin's). 


1906. 
Jan.    24  (Wed.).  —  Lecture,     "Brewery     Accounts     and 
Audits."      Mr.     Herbert     Lanham,    A.C.A., 
(London).  ^<^  j 
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Feb.    14  (Wed.). — Lecture,  "  An  Income-Tax  Assessment.*' 

Mr.  F.  W.  Preston,  A.C.A.  (Leicester). 
Mar.     7  (Wed.). — Lecture,     "Colliery     Accounts."      Mr. 
E.  E.  Price,  F.C.A.  (London). 
,,      29  (Thurs.). — Lecture,     "Sureties.*'       Mr.     Tinsley 
Lindley,  LL.D.  (Nottingham). 
April  II  (Wed.). — Lecture,  '*  Principal  and  Agent."     Mr. 
Beaumont  Morice,  LL.B.  (London), 
n      25  (Wed.). — Lecture,    "The    Sale  of  Goods."     Mr. 

E.  Huntsman,  Solicitor  (Nottingham). 
The  meetings  of  the  Society  will  be  held  at  Winchester 
House,  I  Welford  Road,  commencing  at  7  p.m.  prompt. 

Classes  on  Law  and  Accountancy  will  be  held  weekly 
during  the  session,  the  Law  subjects  under  the  tuition  of 
Dr.  Tinsley  Lindley  (Nottingham),  and  the  Accountancy 
under  the  tuition  of  Mr.  S.  R.  Wilby,  A.C.A. 


Hbe  Tlortbern  Cba^te^e^  Hccountants 
Stttbentd'  Society. 


Second  Annual  Dinner. 


The  second  annual  dinner  of  the  Northern  Chartered 
Accountants  Students'  Society  was  held  at  the  County 
Hotel,  Newcastle-upon-Tyne,  on  December  13th.  Mr. 
John  H.  Armstrong,  F.C.A.,  President,  occupied  the 
chair.  There  were  also  present  Messrs.  Thomas 
Bowden,  F.C.A.,  W.  C.  Forster,  F.C.A.  (Vice-Presi- 
dent), Thomas  Fenwick,  F.  W.  Dendy  (Registrar 
of  the  Newcastle  County  Court),  T.  Y.  Bramwell, 
Herbert  Lanham,  A.C.A.  (London),  F.  C.  Squance, 
F.C.A.,  Frank  Marshall,  A.  T.  Holey,  G.  Atkinson,  A. 
Aitcheson,  Hugh  H.  Bowden  (Hon.  Treasurer),  Frank  R. 
Dixon,  A.C.A.,  John  R.  Hadaway,  A.C.A.,  Thomas  Vasey, 
A.C.A.,  J.  G.  Nixon,  Junr.,  A.C.A.,  Joseph  Miller, 
A.C.A.,  C.  C.  Pinkney,  A.C.A,,  F.  V.  Spark  (Hon.  Sec- 
retary), J.  S.  Hedley,  W.  Patterson,  W.  E.  Gillespie,  J.  C. 
Sidley,  W.  T.  Grahamsley,  F.  T.  Iveson,  J.  G.  Boss,  Junj., 
J.  T.  Iveson,  A.C.A.,  N.  Harrison,  J.  D.  Macintyre,  and 
C.  M.  D.  Brown. 

The  loyal  toast  was  proposed  by  the  Chairman,  and  was 
duly  honoured. 

Mr.  Hugh  H.  Bowden  proposed  "The  Northern  Institute 
of  Chartered  Accountants,"  coupled  with  the  name  of  Mr. 
W.  C.  Forster.  He  said :  Mr.  President  and  gentlemen,  it 
has  fallen  to  my  lot  to-night  to  have  the  honour,  and  at 
the  same  time  the  ordeal,  to  propose  the  first  toast  on  the 
list,  and  that  is  the  toast  of  "Tlie  Northern  Institute  o' 
Chartered  Accountants,"  coupled  with  the  name  of  Mr. 
W.  C.  Forster,  F.C.A.,  Vice-President  of  the  Northern 
Chartered  Accountants  Students'  Society.  It  is  a  doub'e 
pleasure  to  propose  this  toast.     Firstly,  because  it  ought 


to  be  a  pleasure  to  any  student  to  be  allowed  to  propose 
the  toast  of  the  parent  Institute ;  and,  secondly,  because 
the  name  with  which  the  toast  is  connected  is  that  of  Mr. 
W.  C.  Forster.  All  students  here  to-night  will  be  quite 
aware  of  the  immense  service  Mr.  Forster  has  rendered  to 
th3  Students'  Society  since  its  inception.  (Hear,  hear.)  His 
interest  has  been  unflagging ;  in  fact,  he  has  been  a  friend 
in  need  on  several  occasions  when  a  chairman  was  wanted 
for  a  meeting.  He  did  not  mind  being  called  upon  at  the 
last  minute,  and  I  think  that  is  one  of  the  strongest  proofs 
of  friendship  that  you  can  have  in  a  man — that  he  does  not 
mind  being  used  as  a  stop-gap,  if  I  may  use  the 
word.  The  Northern  Institute,  of  course,  is  respon- 
sible for  our  existence.  We  owe  it  to  that  Institute 
that  we  exist  to-day.  The  Council  of  the  Northern 
Institute  have  always  been  most  good  in  acceding 
to  our  requests,  and  helping  us;  and  I  might  take 
the  opportunity  to  bring  before  you  to-night  the  work 
which  the  Union  of  Chartered  Accountant  Student 
Societies  throughout  the  Kingdom  has  been  doing.  As  you 
know,  the  Union  of  Chartered  Accountant  Student 
Societies  was  formed  some  three  years  ago,  and  we  have 
the  honour  to-night  to  have  as  a  guest  Mr.  Herbert  Lanham, 
who  took  part  in  that  inauguration.  (Hear,  hear.) 
The  Union  was  formed  in  order  to  bind  the  Student 
Societies  together  as  a  body,  and  to  improve  the  educa- 
tional facilities  all  over  the  country.  The  Northern 
Society  has  gained  a  great  deal  of  help  from  this  Union, 
both  at  the  founding  of  the  Society  and  during  the  last  two 
years.  It  is  a  very  valuable  Institution,  and  I  may  say 
that  we  look  to  it  in  the  future  to  provide  us  with  a 
library  which  we  have  not  been  able  to  obtain  from  the 
Institute  ourselves.  The  Council  of  the  Northern  Institute 
have  been  very  kind  in  forwarding  our  request  for  a  library 
to  the  Institute  in  London,  and  have  helped  us  in  several 
other  ways,  therefore  we  owe  to  the  Northern  Institute  our 
grateful  thanks  and  support.  And  in  that  respect  might  I 
ask  the  gentlemen  who  have  been  lucky  enough  and  who 
may  be  lucky  enough  to  pass  over  that  line  which  divides 
the  student  and  the  qualified  man  not  to  forget  that  if  they 
cannot  remain  members  of  the  Students'  Society  to  join  the 
Northern  Institute,  because  if  the  students  of  the  future  do 
not  support  the  Northern  Institute  we  cannot  hope  for  a 
socie«ty  like  ours  to  grow.  We  must  have  more  support, 
and  we  must  have  more  support  from  our  honorary 
members.  In  conclusion,  gentlemen,  I  have  much  pleasure 
in  proposing  the  toast  of  "  The  Northern  Institute  of  Char- 
tered Accountants,"  coupled  with  the  name  of  Mr.  W.  C. 
Forster,  F.C.A.     (Applause.) 

Mr.  W.   C.   Forster,  F.C.A.,  in  responding,  said:    Mr. 

Chairman,  Mr.  Hugh  Bowden,  and  gentlemen,  I  thank  you 

very  much  for  the  very  kindly  way  in  which  this  toast  has 

been    proposed,    and    your    hearty ^^-^preciatiop    of    it. 
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althougli  I  rather  disclaim  the  parental  connection  Mr. 
Hugh  Bowden  saddled  me  with.  The  Council  may  be 
responsible  for  the  students,  but  I  do  not  know  whether  we 
can  take  all  the  credit  for  all  their  good  doings ;  we  take 
the  responsibility  if  any  misdeeds  are  going.  I  must  endorse 
Mr.  Hugh  Bowden's  request  that  the  gentlemen  who 
have  passed  the  examination  should  think  of  the  parent 
Society,  and  join  it.  We  have  done  our  best,  as  Mr.  Plugh 
Bowden  says,  so  far,  and  I  only  hope  that  his  wish  that 
the  much  longed  for  library  will  be  forthcoming  will  be 
accomplished.  Gentl«nen,  I  thank  you  for  this  toast. 
(Applause.) 

Mr.  F.  W.  Dendy  proposed  the  toast  of  "  The  Northern 
Chartered  Accountants  Students'  Society,"  coupled  with 
the  name  of  Mr.  Fred  V.  Spark,  the  Hon.  Secretary.  He 
said :  Mr.  Chairman  and  gentlemen,  your  kind  invitation 
to-nigbt  has  not  only  afforded  me  the  pleasure  of  meeting 
you  and  partaking  of  a  very  excellent  dinner,  but  you 
have  also  conferred  upon  me  the  honour — the  real  heart- 
felt honour— of  proposing  the  toast  of  "The  Northern 
Chartered  Accountants  Students*  Society,"  whose  annual 
dinner  we  are  celebrating  to-night.  It  is  a  fine  thing  to  be 
a  student.  It  is  much  better  to  sit  at  the  bottom  of  the 
table  and  to  be  the  youngest  man  there  than  to  sit  in  the 
place  of  honour  at  the  cross-table.  But  that  privilege  has 
also  a  responsibility.  It  is  a  pleasure  to  remember  with 
Shakespeare  that  ''things  won  are  done,  but  joy's  soul  lies 
in  the  doing."  It  is  a  pleasure  to  remember  what 
Bismarcl  said,  that  "amongst  ladies  the  most  attractive 
was  the  youngest  lady."  But  that  also  has  its  responsi- 
bilities. I  am  glad  to  see  that  this  Society  is  formed, 
then,  to  meet  the  needs  of  the  students ;  and  whilst  the 
students  of  the  Accountants'  Society  get  very  much  good, 
I  am  sure,  from  rubbing  their  wits  against  each  other,  and 
discussing  Balance  Sheets  and  hearing  lectures  on  such,  to 
me,  very  abstrust  subjects  as  Brewery  Accounts,  they  will 
get  still  more  benefit  from  just  the  simple  act  of  associating 
one  with  the  other.  Each  will  get  to  know  the  other,  and 
be  able  to  know  his  man  and  trust  his  man,  and  that  is  the 
way  in  which  business  is  done  when  you  come  into  real 
life  and  cease  to  be  students.  Now,  amongst  the  many 
political  appointments  that  have  been  rained  upon  us 
within  the  last  few  days,  the  appointment  which  specially 
interests  us  are  those  of  the  Solicitor-General  and  the 
Attorney-General.  If  you  will  allow  me  to  speak  as  a 
solicitor,  I  should  like  to  say  how  interesting  it 
is  to  know  that  they  both  passed  a  period  of 
probation  in  a  solicitor's  office.  Now,  the  account- 
ant's is  a  very  rapidly  growing  profession  indeed, 
and  I  am  not  sure  whether  it  would  not  be  a  good 
thing  for  some  solicitors  in  the  future — and  I  am  sure  it 
would  have  been  for  some  solicitors  in  the  past — ^if  they 
had  passed  a  period  of  probation  in  an  accountant's  office. 


Well,  may  your  period  of  probation  be  a  happy  one ;  may 
your  Society  flourish,  and  when  you  all  look  back  to  the 
time  when  you  were  students  yourselves,  may  you  take 
care  to  support  the  older  body  which  has  a  claim  upon 
you,  and  may  we  say  of  each  of  you,  as  I  have  no  doubt 
that  those  who  are  near  and  dear  to  you  will  say :  — 
"  Launched  on  that  wide  sea, 
Good  luck  be  with  you  ever, 
And  may  good  fortune  be 
The  mede  of  good  endeavour.'* 
I  have  to  couple  with  this  toast  the  name  of  Mr.  Fred  V. 
Spark,    the    Hon    Secretary    of    the    Students'    Society. 
(Applause.) 

Mr.  Fred  V.  Spark  responded,  and  said :  Mr.  President, 
Mr.  Dendy,  and  gentlemen :  It  gives  me  a  certain  amount 
of  pleasure  to  reply  to  this  toast.  I  think  that  the  state  of 
the  Society  at  the  present  time  is  fairly  favourable.  Since 
the  beginning  of  our  second  year,  which  commenced  on 
the  ist  April  last,  our  membership  has  increased  by  a  little 
Ihore  than  twenty.  The  majority  of  these  are  ordinary 
members— that  is,  articled  clerks— and  I  think  that  when 
we  have  an  increase  in  articled  clerks,  for  whom  this 
Society  is  mainly  intended,  it  shows  that  we  are  perform- 
ing that  which  we  set  out  to  do.  But  an  increase  in  the 
number  of  members  is  not  everything,  and  in  order  that 
this  Society  may  fulfil  its  highest  ambition  it  seems 
to  me  that  it  lies  with  the  students  themselves  to  accom- 
plish it — (hear,  hearl — ^by  attending  the  various  lectures 
and  debates  provided  by  the  Society,  and  by  taking  part 
therein ;  by  speaking  at  the  debates,  or  by  asking  questions 
after  a  lecture,  or  even  by  assuming  some  office,  if  neces- 
sary, in  the  Society.  (Hear,  hear.)  Thus  only  can  they 
do  for  the  Society  that  which  the  Society  wishes  to  do  for 
itself.  Already  we  have  had  a  very  interesting  Presidential 
Address  from  Mr.  J.  H.  Armstrong,  besides  many  interest- 
ing lectures.  The  debates  have  been  very  good,  and  the 
general  opinion  seems  to  be  that  they  are  interesting.  With 
regard  to  the  programme  for  the  early  part  of  next  year, 
seme  special  lectures  have  been  arranged,  and  the  debate 
with  the  Law  Students'  Society  has  been  fixed  up.  That 
seems  to  me  to  be  a  very  good  opportunity  for  any  of  the 
members  of  the  Society  who  are  willing  to  step  forward 
and  offer  themselves  up  on  the  altar  of  self-sacrifice. 
Coaching  classes  your  Committee  have  arranged,  and  all 
that  is  necessary  is  for  the  members  of  the  Society  to  sup- 
port these  classes  to  their  utmost  so  that  they  may  be  a 
success.  The  benefit  to  the  members  themselves  who 
attend  the  classes  is  not  the  sole  advantage  which  the 
Society  gets,  because  the  grant  from  the  parent  Society  in 
London  depends  upon  the  number  of  students  who  attend 
and  take  advantage  of  all  the  educational  facilities  offered 
by  this  Society,  either  coaching  classes  or  lectures.  In 
conclusion,  I  must  heartily  thank  Mr.  Dendy  for  the  kind 
and  eloquent  way  in  which  he  proposed  the  toast,  and  I 
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thank  you,  gentlemea,  for  the  sincere  way  in  which  you 
received  it.    (Applause.) 

Mr.  F.  R.  Dixon,  A.C.A.,  in  proposing  the  toast  of  "Our 
Guests,"  said :  Mr.  Chairman  and  gentlemen*  I  have  been 
asked  to  propose  the  toast  of  "  Out  Guests,"  and  I  rise  to 
do  so  with  much  pleasure.  I  see  that  coupled  with  the 
toast  are  the  names  of  Mr.  Frank  Marshall  and  Mr. 
Herbert  Lanham,  A.C.A.  Mr.  Marshall  is  here  with 
several  other  comrades  representing  the  legal  profession. 
I  think  this  is  a  veiy  good  opportunity  for  us  to  meet,  as 
it  furthers  the  good  feeling  which  at  present  exists  between 
the  two  professions.  We  are  indebted  to  the  legal  profes- 
sion for  a  great  deal  of  the  work  we  already  have.  Mx. 
Herbert  Lanham  is  as  well  known  to  you  as  Dicksee  on 
"Auditing"  as  the  Secretary  of  the  Union  of  Chartered 
Accountant  Student  Societies,  which  position  he  has 
only  lately  resigned.  He  did  a  great  deal  of  work  in  that 
capacity,  and  the  Working  Union  showed  their  apprecia- 
tion of  his  work  by  presenting  him  with  a  memento  in  the 
form  of  a  clock.  We  have  not  seen  the  clock  up  here,  but 
we  have  had  some  part  in  getting  that  clock.  We  trust 
that  Mr.  Lanham  will  keep  it— (laughter) — and  thereby 
remember  that  we  have  some  regard  for  the  good  services 
which  he  has  rendered  to  us.  I  have  much  pleasure  in 
asking  you  to  drink  to  the  health  of  our  guests,  coupled 
with  the  names  of  Mr.  Frank  Marshall  and  Mr.  Herbert 
Lanham.    (Applause.) 

Mr.  Frank  Marshall,  in  responding,  said:  Mr.  President, 
Mr.  Dixon,  and  gentlemen,  it  gives  me  very  great  pleasure 
on  behalf  of  the  guests  to  respond  to  this  toast,  which  has 
been  so  kindly  proposed  by  Mr.  Dixon  and  so  cordially 
received  by  you.  Mr.  Dixon  referred  to  the  fact  that  I  am 
here  as  a  representative  of  the  legal  profession  in  this  city, 
and  I  can  assure  you  that  I  reciprocate  on  behalf  of  my  pro- 
lession  the  kindly  feelings  expressed  by  Mr.  Dixon.  One 
has  heard  of  a  certain  amount  of  jealousy  existing  in 
certain  parts  of  the  country.  I  think  nothing  of  that  kind 
exists  here.  I  know  no  place  where  the  two  professions  work 
together  with  more  understanding  and  good  feeling,  and 
I  ask  you  to  keep  that  good  feeling  going.  I  would  like  to 
express  my  sympathy  with  the  Society,  as  I  have  taken  a 
considerable  intexest  in  your  Society  and  the  Law 
Students'  Society.  Mr.  Dendy  had  referred  to  the 
fact  that  it  would  be  a  good  thing  for  some  solic- 
tors if  they  had  studied  bookkeeping  and  account- 
ancy, and  he  (the  speaker)  had  to  inform  them  that 
bookkeeping  was  in  the  future  to  be  one  of  the  subjects 
in  the  Intermediate  Law  Examination,  only  there  was  not  a 
book  on  which  to  examine  them,  but  probably  Mr.  Lanham 
would  oblige.  He  thanked  them  for  the  sincere  way  in 
which  they  had  received  this  toast,  and  be  assured  them 
that  the  profession  which  he  represented  had  the  best 
feeling  towards  their  Society.    (Applause.) 


Mr.  Herbert  Lanham,  A.C.A.,  also  responded,  and  said: 
[  am  veiy  much  obliged  indeed  to  Mr.  Dixon  for  the  kind 
way  in  which  he  proposed  the  toast  of  "Our  Guests,"  and 
the  hearty  way  in  which  you  have  received  it.  I  consider 
it  a  very  great  honour ^to  be  here  this  evening.  I  suppose 
that  Mr.  Hugh  Bowden  thought  he  ought  to  get  me  down 
here,  and  it  gave  me  very  great  pleasure  indeed  to  come 
down,  the  Northern  Chartered  Accountants  Students' 
Society,  being  one  of  the  youngest  Societies,  has  first  claim 
upon  us.  I  only  hope  that  in  the  future  we  shall  find 
that  the  Union,  of  which  I  have  been  the  Secretary  for 
some  time,  until  just  lately,  will  do  some  substantial  good 
for  the  Northern  Society  in  the  way  of  finding  how  it  can 
improve  the  growing  desire  to  create  a  library,  and  I  shall 
bring  the  matter  before  the  President  especially.  I  would 
like  to  ask  for  the  co-operation  of  the  senior  Societies  of 
the  whole  Kingdom  in  the  cause  of  the  students  of  this 
country.  It  has  been  mentioned  this  evening  by  Mr.  Hugh 
Bowden  thaf  the  Institute  of  Chartered  Accountants  has 
accumulated  very  large  funds.  I  cannot  conceive  of  any 
better  way  of  disposing  of  part  of  these  funds  than  to 
assist  the  students  who  are  going  to  be  the  members  of  the 
Council— the  practitioners  of  the  future.  It  will  be  the 
business  of  the  Working  Union  of  the  Chartered  Account- 
ant Student  Societies  to  further  that  endeavour  by  the 
best  means  in  its  power.  I  assure  you,  gentlemen,  that 
we  in  London  quite  appreciate  the  fact  that  we  have  advan- 
tages which  you  do  not  all  possess  who  live  and  work  in 
the  provinces.  We  have  one  of  the  finest  libraries  in  the 
Kingdom,  and  I  think  Mr.  Bowden,  Senr.,  will  tell  you 
that  the  place  at  any  time  near  the  examinations  is  more 
or  less  flooded  with  students.  Mr.  Hugh  Bowden  men- 
tioned to  me  at  Liverpool  that  it  may  be  necessary  for 
him  to  leave  the  Students'  Society,  as  he  hopes — as 
we  all  hope— that  he  will  soon  become  an  A.C.A.,  and  he 
will  therefore  have  to  leave  the  representation  on  the 
Working  Union.  I  sincerely  hope,  gentlemen,  that  you 
will  not  remove  one  who  is  now  so  thoroughly  in  touch 
with  the  objects  of  the  Union.  It  is  very  desirable  that 
you  ha.ve  the  same  man  in  office  to  carry  on  the  policy  of 
the  future.  We  have  great  difficulty  in  the  continual 
change  of  secretaries,  and  as  you  have  beyond  doubt  men 
who  can  help  us  in  your  provincial  Societies  it  is  very 
essential  that  we  should  have  them  working  with  us.  I 
hope  you  will  see  to  that  if  you  can.  Mr.  Dendy  said  that 
it  would  have  been  well  if  certain  solicitors  whose  names 
have  been  unpleasantly  before  the  public  had  served  a  pro- 
bation in  an  accountant's  office,  and  Mr.  Marshall  has 
referred  to  the  fact  that  it  has  been  arranged  to  include 
a  paper  on  bookkeeping  in  the  1906  Intermediate  Examina- 
tion of  the  Law  Society,  which  law  students  will  have  to 
pass,  and  he  referred  to  the  difficulty  of  getting  a  book. 
and  suggested  that  I  mightLJwrite  one.  riluive  just  written 
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one,  and  I  don't  think  I  will  be  inclined,  even  if  I  had  the 
time,  to  commence  another.  There  is  scope  for  someone 
to  write  a  book  for  solicitors.  It  would  be  a  great  saving 
of  time  to  solicitors  and  accountants  alike  if  the  members 
of  the  legal  profession  understood  accounting  better  than 
they  do  at  present.  We  have  to  do  a  great  deal  of  law  work 
for  our  examinations,  but  no  sensible  accountant  would 
advise  any  clients  on  a  point  of  law;  he  simply  knows 
enough  law  to  know  when  his  client  is  running 
into  danger.  I  am  rather  thankful  that  the  ''Mock 
Shareholders*  Meeting"  was  successful.  Mr.  Dodd,  the 
new  Chairman  of  the  Union  of  Chartered  Accountant 
Students'  Societies  took  a  great  deal  of  trouble  over 
that,  and  I  will  have  much  pleasure  in  reporting  to  him 
the  satisfactory  way  in  which  it  has  gone  in  Newcastle. 
I  should  like  to  take  this  public  opportunity  of  thanking 
the  Northern  section  of  the  Students*  Societies  for  their 
share  in  contributing  to  the  motor  clock  and  barometer 
which  was  given  me  the  other  day.  I  did  not  like  to  ask 
for  a  motor,  but  that  can  follow  if  you  wish.  (Laughter.) 
At  present  I  shall  always  keep  that  clock,  although  I 
believe  one  gentleman  suggested  instead  of  books  I  should 
have  a  clock,  as  it  would  be  something  to  pawn  if  I  was 
hard  up.  Gentlemen,  I  shall  treasure  that  very  much 
indeed  as  a  memento  of  my  connection  with  you.  I  thank 
you  very  much  for  the  way  in  which  you  have  received  this 
toast. 

Mr.  G.  Atkinson  proposed  the  health  of  the  Chairman, 
and  said:  Mr.  Chairman  and  gentlemen,  I  have  the 
honotzr  to-night  to  propose  the  toast  of  "  our  worthy  Presi- 
dent, Mr.  J.  H.  Armstrong."  I  need  not  remind  the 
members  of  this  Society  how  necessary  it  is  for  us  to  obtain 
the  oonntenanoe,  not  only  of  a  qualified  member  of  the 
profession,  but  also  of  a  gentleman  who  is  as  eminent  in 
this  city  and  in  the  accountancy  world  as  Mr.  Armstrong. 
We  have  been  fortunate  enough  in  the  first  and  second 
years  of  the  life  of  our  Society  to  obtain  eminent  gentle- 
men as  our  Presidents,  and  this  fact  might  perhaps  incline 
us  to  forget  that  it  is  an  extreme  privilege  to  have  gentle- 
men like  these  as  our  Presidents.  I  had  the  pleasure  of 
being  present  and  hearing  Mr.  Armstrong's  most  interest- 
ing and  instructive  address  given  before  this  Society  at  the 
beginning  of  this  season.  Mr.  Armstrong  touched  on  so 
many  points  that  perhaps  he  had  not  time  to  dwell  upon 
the  social  side  of  such  a  Society  as  ours.  I  may  be  excused 
if  I  say  a  few  words  on  that  point.  In  the  first  place,  I 
think  it  is  of  the  utmost  value  to  a  Society  like  this  that 
we  are  able  to  meet  together — to  meet  our  contemporaries 
in  the  profession,  and  discuss  points  in  accountancy  with 
them.  Of  course,  I  know  that  lectures  are  very  useful,  but 
I  must  say  that  so  far  as  my  limited  experience  goes  I  think 
one  learns  more  by  discussing  points  in  accountancy  with 
your  contemporaries.     Then  another  ada'antage  from  the 


social  point  of  view  is  that  we  have  the  opportunity  to 
meet,  if  not  on  quite  equal  terms,  at  least  on  fairly  familiar 
terms  with  the  qualified  members  of  the  profession,  and  I 
should  like  to  point  out  that  we  shall  be  extremely  glad  if 
more  qualified  members  of  the  profession  were  to  appear  at 
our  debates.  I  have  had  the  pleasure  this  week  of  being  at 
Manchester  and  taking  part  in  a  debate  there,  and  I  must 
say  I  was  greatly  struck  by  the  fact — the  occasion  was  a 
mock  shareholders'  meeting — I  was  greatly  struck  by  the 
fact  that  the  entire  board  of  the  company  in  question  was 
composed  of  qualified  members  of  the  profession.  Some 
gentlemen  may  say  it  was  a  mistake,  but  we  must  weigh 
the  advantages  obtained  from  the  support  and  active  co- 
operation of  qualified  members  of  the  profession.  This,  I 
think,  will  not  be  denied  to  be  a  great  advantage,  although 
the  fact  that  your  principal  is  present  at  a  debate  may 
incline  you  to  be  rather  afraid  to  get  up  and  speak.  Gentle- 
men, I  ask  you  to  drink  to  the  health  of  our  worthy 
President,  Mr.  J.  H.  Armstrong. 

The  toast  was  drunk  with  musical  honours. 

Mr.  J.  H.  Armstrong,  in  responding,  said :  I  am  much 
obliged  to  you,  Mr.  Atkinson,  for  the  way  in  which  you 
proposed  my  health,  and  to  you,  gentlemen,  for  the  very 
boisterous  manner  in  which  you  have  received  it.  Before 
returning  thanks  for  your  kindness  I  am  going  to  ask  you 
to  allow  me  as  President  of  the  Students'  Society  to  say  a 
few  words  on  the  education  of  accountants,  because  I 
cannot  help  feeling,  now  that  I  know  that  the  Law  Society 
is  about  to  start  accountancy  as  one  of  the  subjects  of 
its  examinations,  and  that  very  few  people  know  of  the 
enormous  advantages  that  follow  from  such  an  education, 
this  education  is  not  only  an  excellent  one  for  the  account- 
ant himself,  instructing  him  as  it  does  in  the  various 
branches  of  his  profession,  and  thereby  securing  him  a 
living,  but  it  carries  with  it  certain  additional  advantages, 
not  only  to  the  accountant,  but  to  everyone,  whether  he  be 
a  professional  man  or  otherwise,  and  I  do  not  think  that 
the  outside  world  sufficiently  appreciates  this  fact.  I  am 
not  referring  at  this. moment  to  Xhe  brain-racking  effect  on 
the  student  of  learning  "  double  entry,"  or  to  the  troubles 
and  difficulties  which  he  meets  with  when  he  first  attempts 
to  "find  his  balance" — "finding  his  balance"  being  the 
technical  term  employed  by  accountants  for  proving  the 
double  entry  of  the  books.  No,  I  am  referring  more 
especially  to  the  higher  questions  of  accountancy;  but 
even,  pausing  for  a  moment,  this  portion  of  the  student's 
education  has  a  bearing  on  everyday  life.  How  many  of 
us  present,  when  we  have  been  attending  college  suppers 
or  other  orgies,  have  met  with  the  troubles  following 
"double,"  or  even  "treble  entree"  (the  French  word  is 
perhaps  more  applicable  under  the  circumstances),  and 
have  subsequently  experienced  the  difficulty  of  "finding 
our  balance."     (Laughter.)   -^jlg^  ^as^^^id  before,  I  am 
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referring  to  the  more  important  questions,  which  must  be 
familial  to  all  of  you — such  as  "Goodwill,"  "Deprecia- 
tion" and  "Reserve,"  "Dead  Plant,"  "Liquidation,"  and 
"General  Winding-up." 

Now,  let  us  take  the  question  of  "Goodwill."  The  fiist 
difficulty  that  an  accountant  has  to  deal  with  when  he 
comes  across  the  abstruse  and  difficult  question  of 
"  Goodwill  "  is  to  find  out  if  the  asset,  whether  it  belongs 
to  an  individual  or  whether  it  belongs  to  a  company, 
represents  its  proper  value.  I  think  that  accountants  will 
generally  bear  me  out  when  I  say  that  the  value  that  is 
placed  upon  goodwill  by  individuals  or  by  directors  of  a 
company  is,  as  a  rule,  much  in  excess  of  the  value  that  the 
accountant  places  upon  it ;  and  by  this  I  mean  the  value 
which  he  places  upon  it  as  representing  the  public.  Now, 
apply  this  to  everyday  life.  Take  the  ordinary  individual. 
Is  it  not  a  fact  that  in  almost  every  case  the  estimate  which 
he  places  upon  his  own  goodwill — and  by  the  term  "  good- 
will "  I  do  not  mean  the  goodwill  he  bears  to  others  or 
that  others  bear  to  him,  though  that  be  often  overvalues 
too ;  I  here  m«an  the  value  which  he  places  upon  himself 
and  his  individual  capabilities — is  much  in  excess  of  what 
the  world  at  large  places  upon  it?  And  thus  it  is  perhaps 
that  those  of  you  of  the  legal  profession  who  so  frequently 
come  in  contact  with  Chartered  Accountants  must  have 
observed  the  modest  demeanour  which  characterises  the 
profession,  because  they  can  appreciate  the  true  value  to 
place  upon,  their  individual  goodwills.  Let  us  take  another 
instance.  Let  us  take  that  of  "Depreciation,  and  Reserve." 
One  of  the  troubles  that  an  accountant  has  to  deal  with 
when  he  comes  in  contact  with  directors  who  are  about  to 
declare  dividends  out  of  profits  is  that,  in  the  accountant's 
opinion,  they  divide  too  much  of  the  profits.  They  do  not 
take  into  consideration  the  question  of  depreciation — ^the 
question  of  the  possibilities  of  the  future.  And  the 
accountant  attempts  to  urge  upon  the  board  in  discussing 
the  accounts  the  necessity  for  precautionary  measures  as  to 
future  depreciation.  It  is  not,  he  points  out,  the  depreciar 
tion  of  to-day — it  is  the  depreciation  of  the  future  which 
they  cannot  foresee.  And  what  is  the  reply  that  he  gets? 
The  reply  that  he  gets  is  (especially  if  it  is  a  young  com- 
pany), "There  is  no  depreciation;  our  plant  is  new  and 
"no  depreciation  has  arisen,  therefore  what  is  the  use  of 
"  writing  off  depreciation  if  there  is  none  to  write  off.  Let 
"us  have  the  full  benefit  of  our  profits  when  we  can,  and 
"as  soon  as  we  see  depreciation  has  airisen  then  we  will 
"  write  it  ofiE."  Now  apply  this  to  the  individual.  Take  the 
young  man  who  is  bent  upon  getting  as  much  out  of  life 
as  he  possibly  can,  or  is  what  is  generally  termed  "  burn- 
ing the  candle  at  both  ends."  Does  he  take  into  considera- 
tion the  question  of  depreciation  or  reserve?  His  friends 
will  tell  him,  "  You  are  going  too  fast ;  if  you  continue  to 
"go  on  as  you  are  doing  you  will  have  no  reserve  left  when 


"you  get  older  and  when  the  natural  depreciation  of  life 
"sets  in,  and  you  should  not  therefore  exhaust  your 
"energies  now."  And  what  is  the  reply  of  the  young  man? 
Ho  says,  "  I  am  a  young  man ;  there  is  no  depreciation  in 
"me.  Why  should  I  not  enjoy  life  while  I  can,  and  if  and 
"  when  I  see  the  effects  of  it,  and  that  depreciation  has  set 
'in,  then  I  will  create  a  reserve  of  energy  with  which  to 
"meet  the  future."  What  is  the  effect  on  both?  Take  the 
company  that  does  not  write  off  depreciation  or  reserve 
when  it  can.  It  waits  until  that  time  comes  when  it  sees 
the  necessity  for  such  a  course,  but  it  probably  finds  that 
the  profits  are  then  not  what  they  were,  and  are  not 
sufficient  to  pay  the  dividend  expected,  and  at  the  same 
time  to  create  a  reserve.  And  what  happens?  The  com- 
pany finally  goes  into  liquidation !  Take  the  individuars 
case.  He  waits  too  long  and  finds  that  after  the  energy 
necessary  to  keep  him  alive  he  has  none  to  spare  as  a  reserve 
for  the  future.  And  what  happens?  He,  too,  generally 
"goes  into  liquidation,"  in  the  ordinary  everyday  sense  of 
the  word — and  then  what  happens?  His  plant  becomes 
worn  out ;  his  corpus  becomes  dead ;  he  is  "  wound  up," 
usually  in  a  winding  sheet ;  he  is  placed  in  his  coffin  and 
scrapped  on  the  scrap  heap  of  the  cemetery.  Gentlemen, 
those  companies  that  "create  reserves"  in  their  earlier 
days  are  the  companies  that  are  usually  successful,  and 
are.  the  companies  that  live  the  longest.  The  young  man 
that  creates  a  reserve  when  he  is  young  is  the  most  suc- 
cessful in  business  and  lives  the  longest.  But  the  company 
has  one  great  advantage  over  the  individual ;  the  company 
can  replace  its  plant ;  the  individual  cannot.  He  may  by 
artificial  means  replace  his  grinding  plant,  but  the  natural 
plant  that  he  has  to  work  with  is  that  which  was  given 
him  when  he  was  born  (and  the  time  comes  to  all  of  us 
when  that  plant,  in  spite  even  of  whatever  "reserve  "  we 
may  create,  must  wear  out) ;  and  when  that  plant  becomes 
dead  the  individual  must  present  himself  before  the 
"  Great  Official  Receiver  "  for  his  examination  as  to  the 
manner  in  which  he  has  conducted  his  business — his  life — 
and  upon  whether  he  can  answer  the  questions  which  are 
put  to  him  satisfactorily  depends  upon  whether  he  has  it 
made  hot  for  him  hereafter  or  not.  I  might  give  you 
dozens  of  other  applications  of  how  the  accountancy  educa- 
tion is  applicable  to  everyday  life.  I  ought  caution  young 
men  as  to  the  care  which  is  necessary  in  amalgamating 
themselves  with  another  company,  especially  if  that  com- 
pany is  a  female  one.  I  might  speak  to  the  married  men, 
and  point  out  to  them  the  dangerous  result  of  creating  too 
large  stocks,  and  the  perils  of  "over-production";  or  I 
might,  again,  point  out  to  you  all  generally ,especially  those 
who  have  to  do  with  Brewery  Accounts  (I  am  referring 
now  particularly  to  Mr.  Lanham),  of  the  dangers  of  "large 
overdrafts,"  and  how  "too  generous  over-draughts" 
generally  result  in  "liquidation."    Bu^Ithink  I  have  said 
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enough  to  show  you  how  the  education  of  an  accountant  is 
applicable  to  almost  eveiy  phase  of  everyday  life.  I  am 
very  pleased  on  looking  around  roe  to  see  amongst  our 
guests  so  maniy  of  my  legal  friends  present  to-night,  and 
to  note  that  there  are  no  serious  signs  of  "  depreciation  " 
in  any  of  them,  which  shows,  no  doubt,  that  their  close 
connection  with  accountants  and  their  methods  have 
allowed  them  to  see  the  wisdom  of  creating  reserves.  There 
is  perhaps,  looking  at  their  heads,  a  certain  "falling  off 
in  turn-over,"  but  that  is  the  wear  and  tear  that  need  not 
affect  their  general  working  placit.  I  only  trust  that  when 
we  meet  again  (as  I  sincerely  hope  we  may  at  some  time  in 
the  future)  we  may  not  observe  any  more  signs  of 
depreciation  in  them  than  are  to  be  expected  by  the  genral 
wear  and  tear  of  life.  I  have  only  therefore  to  thank  you 
for  the  patient  hearing  you  have  given  me  on  this  dry 
subject,  and  also  to  thank  you  for  the  very  kind  way  in 
which  you  have  proposed  my  health  this  evening. 


IScoftfteeping  for  Ketail  (Brocers  ant) 
otber  Zvn^csmctu 


By  M.  Webster  Jen  kin  son. 


A  LECTURE  read  before  members  of  the  Sheffield  and 
District  Grocers  and  Provision  Dealers  Association  on 
Tuesday,  5  December  1905. 


There  are  certain  essentials  to  success  in  every  business. 

Primarily  there  is  needed  an  intimate  knowledge  of  the 
trade  and  the  conditions  under  which  it  is  carried  on, 
together  with  a  certain  amount  of  foresight  as  to  the 
requirenaents  of  the  public. 

Sufficient  capital  is  also  indispensable,  so  that  goods  may 
be  purchased  in  the  best  markets,  and  the  trader  not  handi- 
capped in  his  choice  through  being  compelled  to  deal 
with  certain  large  creditors,  who  otherwise  would  press 
for  immediate  payment;  whilst  among  the  other  factors 
which  contribute  to  the  attainment  of  the  object  in  view  a 
foremost  place  must  be  accorded  the  system  upon  which 
the  books  are  kept. 

The  law  of  many  countries  makes  it  imperative  for 
traders  to  keep  proper  books  of  account,  but  the  Legis- 
lature of  this  country  practically  leaves  the  matter  to  the 
discretion  of  those  engaged  in  business,  with  a  result  that 
a  large  proportion  of  traders  are  never  in  a  position  to 
ascertain  their  financial  position  until  too  late,  for,  as  the 
Inspector-General  in  Bankruptcy  stated  in  a  recent  Report, 
nearly  70  per  cent,  of  bankrupts  who  apply  for  their  dis- 
charge ha:ve  not  kept  any  proper  record  of  their  business 


dealings.  Perhaps  the  desire  to  keep  down  expenses  is  the 
cause  of  this  negligence  in  accounting,  as  traders  do  not 
care  to  incur  any  cost  for  which  a  direct  advantage  is  not 
immediately  apparent,  but  if  the  books  be  originally 
framed  in  a  systematic  and  correct  manner,  the  little 
extra  labour  involved  will  be  more  than  repaid  by  the 
beneficial  results  obtained. 

The  system  should  be  such  that  a  complete  and  correct 
record  may  be  obtained  of  every  transaction,  so  that  refer- 
ence may  easily  be  made  on  subsequent  occasions ;  whilst 
it  is  essential  that  the  trader  may  know  not  only  the  result 
of  his  trading  for  one  particular  period,  but  also  kow  the 
profit  made  has  been  earned,  or  where  the  loss  incurred 
has  taken  place.  He  must  also  be  able  to  ascertain  the 
true  position  of  affairs,  so  that  he  may  know  the  extent  of 
his  liabilities  and  the  amount  of  capital  at  his  command 
for  enlarging  the  scope  of  his  operations. 

Of  course,  it  is  not  possible  to  lay  down  any  hard  and 
fast  rules,  as  the  system  adopted  will  vary  according  to 
the  particular  requirements  of  each  case,  but  it  must  be  as 
simple  as  possible,  for  books  are  to  be  framed  for  the  busi- 
ness, and  not  businesses  for  a  set  of  books. 

Nevertheless,  the  value  and  importance  of  accurate 
bookkeeping  cannot  be  overstated,  as  it  is  the  only  way 
whereby  a  proper  check  can  be  kept  on  employes,  or  mis- 
takes in  the  conduct  of  the  business  localised  and  remedied 
for  the  future,  and  without  a  thorough  knowledge  of  the 
details  it  is  impossible  to  cut  down  expenses  on  anything 
like  a  systematic  and  proper  basis. 

Among  the  many  benefits  to  be  gained  may  be  mentioned 
the  following:  — 

(i)  The  advantage  of  knowing  the  exact  financial 
position  from,  time  to  time,  and  the  detection  of 
leakages. 

(2)  The  possibility  df  preparing  proper  accounts  for  the 

Surveyor  of  Taxes,  and  thus  avoiding  an  over 
assessment  of  income-tax. 

(3)  The    ability    to    present    reliable    accounts    to    an 

intending  purchaser  of  the  business,  who  naturally 
is  willing  to  pay  a  better  price  if  assured  that  the 
profit  earned  is  actually  as  much  as  stated. 

(4)  The  prevention  of  errors,  thus  avoiding  sales  being 

made  and  not  charged  to  the  customer,  or  accounts 
being  paid  twice  over. 

(5)  The  advantage  to  be  derived  from  a  complete  record 

of  transactions,  thus  facilitating  references  as  to 
prices,  &c. 

(6)  The  benefits  of  an  analysis  of  expenditure  that  will 

indicate  where  economies  can  best  be  effected, 
and  the  advantages  to  be  gained  from  the  ability 
to  compare  the  expenditure  of  one  year  with  that 
of  another.  Digitized  by  GoOgk 
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In  devising  accounts  for  a  grocer  and  provision  dealer 
it  is  necessary  to  formulate  two  distinct  systems,  the  one 
being  especially  suitable  for  the  requirements  of  the  trader 
who  has  only  one  shop  and  keeps  his  own  books,  and  the 
other  being  adapted  for  larger  concerns  with  branch 
establishments. 

On  the  present  occasion  it  is  only  intended  to  deal  with 
the  accounts  of  the  former,  and  consequently  the  strictest 
economy  of  labour  will  be  aimed  at  in  the  system  to  be 
described.  Alternative  modes  of  recording  the  transactions 
will  be  given,  and  the  trader  must  himsef  select  the 
method  which  he  considers  most  convenient  for  his  require- 
ments, but  this  is  merely  a  question  of  detail,  and  in 
nowise  affects  the  ultimate  results  to  be  obtained. 
Sales. 

The  orthodox  method  is  to  enter  each  sale  in  a  Day 
Book  and  post  the  entry  to  the  account  of  the  customer 
in  the  Sales  Ledger,  the  pages  being  added  to  ascertain 
the  total  sales  for  the  week  or  month. 

This  system  is,  however,  laborious  if  the  transactions 
are  numerous,  and  there  are  various  ways  in  which  a 
saving  of  clerical  work  can  be  effected. 

The  Duplicate  Invoice  System  is  very  suitable  for  a  busi- 
ness doing  a  fair  amount  of  credit  trade. 

A  carbon  duplicate  is  obtained  of  every  invoice,  thus 
obviating  the  necessity  of  copying  the  details  into  the  Day 
Book,  and  the  posting  to  the  Ledger  is  made  direct  from 
the  duplicates,  which  are  numbered  consecutively. 

Each  day  the  total  of  each  invoice  is  entered  in  a  Sum- 
mary Book,  which  enables  the  total  sales  to  be  ascertained. 

If  any  classification  of  the  sales  be  desired  the  various 
items  can  be  dissected  by  means  of  analytical  columns 
in  the  Summary  Book. 

I'or  small  tradesmen,  however,  who  only  have  a  few 
credit  sales,  most  of  which  will  probably  be  paid  at  the 
end  of  the  week,  a  simple  and  economical  device,  called 
the  "  Small  Accounts  Keeper,"  has  recently  been  produced 
by  the  Trading  and  Manufacturing  Co.,  Lim.,  Temple  Bar 
House,  Fleet  Street,  E.C.,  of  which  an  illustration  is  here 
given. 


It  consists  of  a  substantially  made  file,  having  a  patent 
swing  twin-arch  clip,  fixed  on  a  wood  back,  with  indexing 
divisional  sheets  for  each  letter. 

At  the  beginning  of  the  week,  when,  say.  Smith  obtains 
some  goods,  the  particulars  are  entered  on  a  bill  the  same 
size  as  the  file,  and  preferably  in  duplicate,  and  the  file 
04)ened  at  letter  "  S,"  and  the  bill  put  in. 

When  Smith  orders  further  goods  an  additional  entry 
is  made  on  the  bill  without  removing  it  from  the  file ; 
and  when  he  desires  to  pay,  the  account  is  ready,  and  can 
be  removed  and  presented  to  him  immediately,  the  dupli- 
cate remaining  to  afford  particulars  of  the  sale. 

The  totals  are  then  entered  in  a  Summary  Book,  as 
already  described. 

Combined  Day  Book  and  Ledger. — Another  method  by 
which  the  posting  from  the  Day  Book  to  the  Ledger  can  be 
avoided  is  to  enter  all  transactions  direct  into  the  Ledger, 
full  details  of  the  entries  being  there  given. 

This  system  is  particularly  convenient  for  a  Pass  Book 
trade,  as  the  items  can  be  copied  into  the   Pass  Book  . 
without  the  labour  involved  in  turning  up  the  items  in  a 
Day  Book. 

Form  No.  i  is  adapted  for  weekly  customers,  the 
accounts  of,  say,  three  persons  being  shown  on  one  page, 
which  is  headed  with  the  week,  and  space  provided  for  the 
transactions  of  each  day.  The  amount  of  each  invoice  is 
entered  in  the  Amount  column  when  the  goods  are  sent 
out,  full  particulars  being  given,  and  any  cash  received  is 
posted  from  the  Cash  Boo^jfj5e^gy(l^(c)j^0|^ 
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Form  I. 


Combined  Day  Book  and  Lbdgbr. 


(One  Paffe  for  each  Week.) 


THOMAS  SMITH, 

16  Victoria  Avenue. 


Terms  Weekly. 
Limit  £3. 


Mrs.   SARAH  JOHNSON, 

10  Lemon  Lane. 


Date 


190S 
Nov.  18 
20 


Particulars 


Balance  Fo.  SI    . . 
I    lb.    Tea    1110, 

Cheese  6d. 
Eggs  11;  Bacon  116 


Cash 

Sultana  Cake 
Flour  616,  Coffulh 
Pickles   11',    Lard 

6d 

F.ges  11;  Biscuits 


BaUmce      carried 
forward ., 


TotalSulesforWeek 


Details 


£  sd 


0  2  4 
0  2  6 


0  7  6 
0  1  6 
0  2  6 


Fo. 


Amount 


16    4 


0    4  to 
0*1    8 


0  11    6 


£1  U    4 


0  18    0 


"o-l    gUSrS 


Date 


16 


£  «    d 


0  16    4 


0  16    4 
0  18    0 


1  14    4 


Particulars 


Details !    Amount 


Fo. 


Cash  or 
Returns 


£  s    d  I        £  s    d 


&c.  &c. 


At  the  end  of  the  week  each  account  is  added  and  the 
balance  transferred  to  another  page,  the  total  sales  for  the 
week  being  shown  at  the  bottom  of  the  page  and  entered 
in  a  Summary  Book. 

Tf  the  accounts  are  numerous,  the  labour  iriyoWed  in 
transferring  the  weekly  balances  makes  the  system  too 
cumbrous,  and  in  such  cases  Form  2  is  more  suitable,  a 
separate  page  being   used   for   each   customer,   and   the 


transfer  to  the  Summary  Book  being  only  made  monthly 
or  quarterly. 

Each  transaction  is  entered  in  detail,  the  balance  being 
extended  so  that  the  total  amount  owing  by  each  customer 
may  be  seen  at  a  glance  from  time  to  time. 

The  total  of  the  Sales  column  shows  the  sales  for  the 
month  or  quarter,  and  this  amount  is  transferred  to  the 
Summary  Book,  the  balance  owin|;  being  carried  down  to 
the  next  month  or  quarter. 


Form  a. 

Terms  Monthly.    Limit  £2. 


Combined   Day  Book  and  Ledger. 
Thomas    Smith,     16    Victoria    Avenue. 


Date 


Particulars 


Nov.  I 

2 


Balance  from  Fo.  96 
Flour  4/6,  Tea  3/8  •  • 
Bacon  3/-,  Cheese  i/- 
Eggs  6d.,  Butter  2/-,  Lard  6d. 

Cash       

'    Tins  Returned 

Tea  i/xo,  Coffee  1/6,  Cocoa  i/- 
B««» 


9 
30 


Dee.  z 


Returned  Cocoa 
Tea 


Balance  brought  down 


Details 


Amount  of 
Invoice 


0 

0 
0 

8 
3 
3 

2 
0 
0 

0 
0 

4 
0 

t 

0 

I 

TO 

£     s     d 


o    14     2 


O       I      10 


£1       O     10 


Fo. 


Cash  or 
Returns 


R.B.  14 


Sum- 


SS 


Bool 


£     s      d 


o    16     o 
004 


£0  17 


Balance 


^  i  ^ 

o    16     4 


z    10     6 
o    14      2 


o    Z9     o 
o    z8     o 


o    Z9    zo 


o    zg    zo 
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The  Summary  Book  would  be  ruled  as  follows:  — 

Form  3. 

Summary  for  month  ending  30  November  1905. 


Fo.  1            Name 

Balance  at 

com'ence- 

ment   of 

month 

Total  Sales 

for 

Month 

Cash   and 
Returns 

Balances 
Carried 
Forward 

13  1  Thomas  Smith  . . 

14  John  Brown 

16     H.  Adams    ..     .. 
&c.  &c. 

£    s    d 

0  z6    4 

1  5    0 
3    4    9 

£     s    d 
z    0  10 

I  10    0 

268 

£    s  d 

0  17  4 

1  5   0 
300 

£    s    d 

0  19  zo 

1  10    0 

2 II  5 

£84  10    8 

£iai    3    6 

£"4  9  " 

£91    4    3 

G.L.  II 

1 

The  total  sales  for  the  month  would  be  posted  to  the 
credit  of  Sales  Account  in  the  General  Ledger,  as  explained 
hereafter. 


If  the  first  two  columns  be  added  together,  the  total  will 
agree  with  that  of  the  two  other  columns,  thus  proving  the 
clerical  accuracy  of  the  Sales  Book  ;  whilst  another  advan- 
tage of  extracting  the  balances  as  well  as  the  sales  is  to 
furnish  the  trader  with  the  amount  outstanding  at  the  end 
of  each  month,  and  the  individual  liability  of  each  of  his 
customers,  so  that  he  may  see  if  any  accounts  are  growing 
too  large,  and  be  able  to  press  for  payment  where 
necessary. 

Cash  Book. 

In  every  system  of  bookkeeping  the  Cash  Book  plays  the 
most  important  part,  and  therefore  it  is  very  necessary  that 
it  be  properly  written  up  and  regularly  balanced,  if  errors 
are  to  be  avoided. 

If  the  transactions  are  numerous,  in  order  to  facilitate 
the  writing  up,  a  Rough  Cash  Book  or  Till  Book  will  be 
kept,  in  which  all  accounts  received  will  be  entered  at 
the  time,  being  copied  into  the  General  Cash  Book  at  the 
end  of  the  day. 


Form  4. 


Cash  Book. 


Receipts 

Payments. 

Date 

Particulars 

Fo. 

1 
Discount  1     Cash 

Bank 

Date 

Particulars 

Fo.  Discount 

Cash 

Bank 

£    s    d     £    s    d 

1 

1 

1 

£    8    d 

1 

£    s    d 

£    s    d 

Form  5. 

Rkcbipts. 


Petty  Cash  Book. 

Payments. 


Date       ><=9  6 

Amount 

Date 

Particulars 

k 

Amount 

Cash 
Purchases 

Carriage 

Incidental 
Expenses 

Postages 
Telegrams 

Stable 
Expenses 

Other  Payments 

Received  |Ufa 

Name  of  A/c  '  Fo. 

Amount 

1 
1 

£    s    d 

£      8      d 

£    s    d 

£    s    d 

£    s    d 

£    s    d 

£    s    d 

£    s    J 

Form  4  is  a  convenient  ruling  for  a  General  Cash  Book, 
columns  being  provided  for  Discount,  Cash,  and  Bank, 
thus  obviating  the  necessity  of  posting  the  bank  transac- 
tions to  a  Ledger  Account. 

A  Petty  Cash  Book  would  also  be  kept,  the  petty  cashier 
being  started  with  a  round  sum  at  the  commencement, 
and  a  cheque  drawn  each  week  for  the  actual  amount  of 
the  disbursements. 


For  a  small  business,  however,  the  Cash  Book  can  be 
so  ruled  to  show  at  a  glance  the  analysis  of  the  receipts 
and  payments,  and  if  this  form  be  adopted  it  is  not  neces- 
sary to  post  the  various  items  to  Ledger  Accounts,  the 
totals  only  of  the  various  columns  being  transferred  to 
the  General  Ledger  at  the  end  of  each  month  or  quarter. 

The  rulings  can  be  altered  according  to  requirements, 
but  the  follovdng  pattern  will  explain  the  method:  — 
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Form  6. 


Cash   Book. 
Recbipts. 


I 

" 

3 

4 

5 

6 

1 

Particulars 

Folio 

Customers'  Accounts 

Cash  Sales 

CASH 

Date 

Discount   1 

BANK 

Allo^wancesj       ^^^^ 

1905 

£    s    d    1     £    s    d 

i    s    d 

i    s    d 

i    s    d 

Oct,    2 

To  Cash  in  hand  and  at  Bank 

20 

6  10    0 

124    0    0 

^ 

.    Cash  Sales          

V 

1 

8  10    0 

8  10    0 

3 

•    Jones.  Account 

.    Smith 

Lr.41 

013          a  10    0 

• 

•    51 

060,      610 

• 

.    CashSales 

V 

19  10    0 

28    I    0 

4 

•      Do.  to  Bank 

C. 

36  II    0 

,    Brown,  Account 

71 

140 

■ 

.    Cash  Sales          

V 

, , 

14    0    0 

15    4    0 

5 

.        Do.                   

V 

26    0    0 

26    0    0 

6 

.    Cash  to  Bank 

c. 

. . 

41    4    0 

^ 

,    Smith.  Account 

5' 

004         0  16   0 

• 

.    CashSales          

V 

. . 

5  10    0 

660 

7 

,      Do.  to  Bank 

c. 

. . 

660 

.      Do.  Sales           

V 

; 

42    0    0 

42    0    0 

9 

.    Bank-Cash        

c. 

1 

20    0    0 

1 

£152  II    0 

1905 
Oct.    7 

To  Cash  in  hand 

c. 

49    3    0 

Left-hoMd  side  0/  page.^ 


These  columns  would  be  added  Monthly. 


Payments. 


Date    I 


1905 
Oct.  2 


9 

10 

11 

12 

Analysis  of  Ex 

PENDITURE. 

6 

1 

0 

13         !     14     '     15 

16 

.7 

18        1 

19 

20 

Particulars 

CASH 

BANK 

fS^vfL      Cash      Trade 

Wages 

Horse- 
Ex- 

Rent, 1 

Rates, 

Insur'e.  1 

Gas  and, 

Draw- 
ings 

Other  Accounts 

Pur-    1     Ex- 
chases    penses 

Name  of 

Fo.  1  Amount 

> 

Fo. 

Amount , 

1 

penses 

Water  \ 

Account 

£  sd 

£  sd 

£   sd!    £  sd'    £  sd 

£sd 

£  sd 

£  sdl 

£  sd 

1      \  £  ^^ 

3y  Rice  &  Co.— Cheque  . . 

14    10  0    21 

14  10  0  1                ' 

1 

' 

-    Eggs       

100 

1    .  . 

1    I  0  0 

1      , 

.    Bank 

36  II  0 

1 

1 

.    District  and  Poor  Rate 

to  25th  Mar.— Cheque 

650.. 

1               ' 

..      1      .. 

650 

1 

;    Rent  to  29th  Sept.  Do. 

10     CO     .  . 

10  0  0, 

.    Bank 

41   4  0 

1 

.    Grind  &  Mix.  Lim.— 

1 

Cheque 

•  • 

21     4  0    36 

21     4  0 

' 

.    Bank 

660 

1 

.    Yeast 

0  10  0 

0  10  0 

•    Cash  from  Bank 

20    0  0 

1      ' 

«    Sundry    Payments   as 

.    W^es    .. 

.    Self       

1 

I  16  0 

0  16  0 

100 

13    I  0 
300 

.. 

13   I   0 

300 

,    Cash  in  hand— 

1 

£42    0    0 

' 

730 

i 

1 

£ 

1  49   30 

1 
1 

1 
1 

■ 

'152  11  0 

1 

These  Columns  would  be  added  Monthly. 


{RinM'hand  side  of  paj^e. 


The  two  Cash  columns  (Nos.  6  and  ii)  show  the  total 
cash  received  and  paid  away,  and  the  Bank  columns  (7 
and  12)  record  the  payments  into  and  out  of  bank. 

The  first  entry  will  be  the  amount  of  cash  actually  in 
hand  and  at  bank. 


As  the  Sales  Accounts  are  received  from  customers  the 
amount  is  entered  in  the  Cash  column  under  "Customers' 
Accounts,"  the  discount  being  shown  in  the  column  pro- 
vided for  the  purpose.  Any  returns  can  also  be  put 
through  the  "Discounts"  column,  but,Jf  numerous,  it  is 
better  to  use  a  separate  Returns  BooIi^jjQOQIC 
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At  the  end  of  the  day  the  Cash  Sales  will  be  entered 
(Column  5)  and  the  total  amount  taken  placed  in  the  Cash 
column,  together  with  any  private  receipts,  which  will  be 
entered  separately. 

It  is  by  far  the  best  plan  to  pay  the  whole  of  the  takings 
direct  into  the  bank,  Cash  being  credited  and  Bank  debited 
with  the  sum  paid  in. 

Payments  out  of  cash  will  be  entered  in  the  Cash 
column,  a  record  being  kept  in  a  memorandum  book  of 
petty  disbursements — ^such  as  Carriage,  Stamps,  &c.,  the 
totals  being  passed  through  the  Cash  Book  we^ly. 

Any  cheques  given  in  payment  of  accounts  are  placed 
direct  to  the  credit  of  the  bank,  and  cheques  drawn  for 
<'  Selves  "  will  be  credited  to  the  Bank  and  debited  to  Cash. 

At  the  end  of  the  week  the  Cash  columns  are  added,  and 
the  balance,  which  must  agree  with  the  amount  actually 
in  hand,  carried  down.  It  is  usual  to  only  balance  the 
Bank  columns  monthly  or  half-yearly. 

The  payments,  instead  of  being  posted  to  Ledger 
Accounts,  will  be  analysed  under  their  respective  head- 
ings, the  posting  to  the  Bought  Book  being  made  from 
Column  13. 

These  analytical  columns  will  be  added  monthly  and 
posted  to  the  General  Ledger,  as  explained  hereafter. 

If  a  large  credit  trade  is  done«  the  Duplicate  Receipt 
Book  can  be  made  to  serve  the  purpose  of  an  Accounts 
Received  Book.  Each  receipt  will  be  numbered  consecu- 
tively, and  a  carbon  duplicate  obtained,  the  postings  to 
the  Ledger  being  made  from  these  duplicates,  and  the 
total  amount  only  of  each  day's  takings  entered  in  the 
Cash  Book. 

The  following  form  will  explain  the  idea  :  — 

Form  7*  Original  Rbcbifts. 

{10  on  a  page.) 


Duplicate. 


Discount      Cash 


Discount      Cash 


No,  56 

.  Received  from 

pound            shillings 
pence. 

No.  51 

21st  November  1905 

Received    from    Mr.    Smith 
One  (lound  six  shillings  and  two 
pence. 

Piscount  1     Cash     ,      - 

£    s    d|  £    s    d  1 

! 
1 

Discount 
£    s    d 

0    I    6 

Cash 
£     s    d 

I     6     2 

1^0.  57 

No.  52 

56 

1 

© 

St 

2Ut 

i    '  '  '      1 

\Novembe,r         \ 

1^*       1'   ■  1 

^•m,^^ 

One 

1 
1 

i 

i 

/..<,' 

,    1 

r    1 

'1]  0  : 1  6 

1 

57 

1 

1 
1 

1 
1 
1 

1 

i 

1 

1 

1 

/u!fo\ 

52 

Two 

22nd 
1  Jon 

Nov 

es 

four 

0 

em 

2 

be 

1 

1 

r    1 
eighl 

8 

All  cash  payments  should,  if  possible,  be  made  out  of 
a  round  sum  kept  in  hand,  and  not  out  of  the  till,  all 
takings  being  paid  direct  into  the  bank,  and  accounts  paid 
by  cheque  wherever  psacticable. 

It  is  a  very  wise  precaution  to  balance  the  cash  daily, 
the  amount  being  entered  in  a  book  kept  for  the  purpose, 
so  that,  if  the  cash  at  the  end  of  the  week  does  not  balance, 
the  errors  can  be  more  easily  traced. 

Purchases, 

Invoices  for  goods  purchased  should,  when  received, 
be  checked  off  with  the  goods,  prices  compared,  and 
initialled,  any  overcharges  or  trade  discounts  being 
deducted  in  red  ink. 

It  is  also  very  desirable  that  a  Goods  Inwards  Book  be 
used,  and  particulars  of  all  goods  received  entered 
in^jnediately  upon  receipt. 

In  a  large  business  a  Purchase  Journal  (Form  8)  should 
be  kept,  in  which  will  be  entered  not  only  the  invoices  for 
goods,  but  also  those  for  expenses,  an  account  being 
opened  for  each  creditor  in  the  Bought  Ledger,  to  which 
the  various  amounts  will  be  credited,  the  items  being 
analysed  in  the  Purchase  Journal  in  the  respective  columns 
to  which  they  belong. 
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Form  8. 


Purchase    Journal. 


Date 


S 


« 


From  whom  Purchased 


I 


Particulars 


Amount  ["oS 

to  be     ;  <5  o 

Credited  izjj 


Groceries!    ^^^^ 


£    s    d  I 


I 


£   s  d  :  £  s  d 


Other  Accounts 


Horsek  p 

Other  and      i  ■ 

Goods       Stable  Name  of  '  p 

Expenses  I  Account    r°" 


Amount 


£    s    d     £    8    d 


£    s    d 


The  invoices  should  be  numbered  and  filed*  or  posted  in 
a  Guard  Book  in  numerical  order. 
Sometimes  the  use  of  the  Journal  is  dispensed  with,  the 


posting  being  made  direct  from  the  invoice,  the  various 
accounts  being  analysed  on  the  opposite  page  of  the  Guard 
Book. 


Porni  9. 


Guard    Book. 


I 


Fo. 


Invoxcb 


Invoice 


Bought 
Ledier 


£     s     d 


Analysis 


Invoice 


&c. 


For  a  small  business,  however,  where  the  analysed  form 
of  Cash  Book  is  adopted,  it  is  only  necessary  to  pass 
invoices  for  goods  through  the  Goods  Bought  Book,  and 
this  can  be  made  to  serve  the  purpose  of  both  Journal 
and  Ledger. 

All  invoices  should  be  filed  immediately  on  receipt, 


and  at  the  end  of  the  month,  or  earlier,  if  paid  before  that 
time,  the  whole  of  each  firm's  invoices  should  be  fastened 
together  with  a  pa^r  dip  and  the  statement  attached. 

The  total  amount  can  then  be  entered  in  the  Goods 
Bought  Book,  the  following  being  a  convenient  ruling  for 
a  moderately  sized  retail  business. 


Form   10. 

Goods  Bought  Book. 

0  8 

'       Sacks 

Sacks  Allowed  | 

Date 

From  whom  Bought 

Particulars  | 

N^w 

Details 

Amount 

Date 
Paid 

*|       Cash 

Discount 

Total 

So 

Bal- 

Char- 

Uhi 

No. 

Amount 

1  ance 

ged 

— 

1905 

85 

£    s    d      f.    s    d 

£    s    d 

£    s    d 

£    s    d      £    s    d 

Nov.  3 

lA 

Seed&Co 

20  Blue      . 

90 

16    0    0 

10 

IB 

Do 

Do 

10  Yellow  . 
10  Red 

10 
10 

I    3    4 
6  10    0 

Nov.  16 

6z    10    0    0 
62   10    0    0 

i 

17 

Do 

10  Blue     . 

10 

800 

..        1            as 

62  115    0    0 

25 

Do 

30  Yellow . 

20 

14    6    8 

5a    0    0  1            ?o 

62   12  10    0 

90 

4  10    0  1  52    0    0 

4 

Sweet  &  Bitters,  Lim. 

Lump 

5  10    0 

18 

61  1  5    5    0 

050 

1    5  10    0 

7 

Pott  &  Co 

Tea.. 

^    1    ° 
2  z8    0 

10 

60     4    5    01 
Ga     1  18    oj 

»9 

Do 

Tea.. 

730 

30 

•• 

•• 

•    7    3    0 

M 

Scrubb,  Lim. 

Soap 

760 

] 

10 

Chum  &  Co. 

Butter 

150 

. 

17 

Do 

Do. 

X    10     0 

1 

*4 

Do 

Do. 

150 

400 

1 

' 

(^ 

r>             1    T 
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Although  a  little  more  work,  it  is  better  to  show  the 
amount  of  each  invoice,  this  being  given  in  the  Details 
column,  and  the  total  carried  out  into  the  Amount  column. 

When  paid,  the  cash  will  be  posted  from  the  Cash  Book 
(Form  6,  Column  13),  any  discount  or  allowance  being 
shown  in  the  column  provided. 

At  the  end  of  the  month  the  Amount  column  is  added 
to  ascertain  the  total  goods  purchased,  whilst  the  amount 
owing  is,  of  course,  apparent  from  day  to  day. 

If  an  analysis  of  the  purchases  be  desired,  columns 
similar  to  those  in  Form  8  can  be  added  and  the  invoices 
dissected. 

Returns  should  be  eutered  in  red  ink  in  the  Cash 
column,  and  deducted  from  the  total  purchases  at  the  end 
of  the  month. 

Sacks, 

If  sacks  are  charged  and  not  allowed  for  until  the  Sack 
Tickets  are  presented,  by  means  of  the  columns  provided 
in  the  form  given  a  continuous  check  can  be  kept. 

The  total  amount  of  the  invoice,  including  the  charge 
for  sacks,  will  be  entered  in  the  Amount  column,  and  the 
number  of  sacks  in  the  "Sacks  now  charged  "  column. 

When  returned,  the  number  sent  back  should  be  entered 
in  a  Memorandum  Book,  a  page  being  used  for  each 
miller,  and  the  number  of  the  Sack  Ticket  also  given. 

When  allowed  for,  the  total  amount  of  the  tickets  and 
number  of  sacks  should  be  crossed  off  in  the  Memorandum 
Book  and  entered  in  the  Sacks  Allowed  column,  being  part 
of  the  credit  that  settles  the  corresponding  invoices. 

The  balance  should  then  be  carried  forward  to  the  next 
invoice  in  the  Sacks-Balance  column. 

This  balance  will  consist  of  sacks  in  hand,  sent  to 
customers,  or  returned  and  not  allowed  for,  and  in  this 
way  it  is  possible  to  tell  if  any  are  missing,  effectually 
preventing  Sack  Tickets  being  lost  and  never  claimed. 

If  an  ordinary  Bought  Ledger  be  used,  the  best  manner 
to  deal  with  sacks  is  to  place  the  number  charged  in  an 
inside  column  on  the  credit  side  of  the  Ledger  Account, 
and  the  number  returned  in  an  inside  column  on  the 
debit ;  then,  when  allowed  for,  mark  off  against  the  sacks 
returned  the  date  when  allowed  by  the  miller. 

By  this  method  any  sacks  in  the  inner  column  not 
marked  off  have  to  be  allowed  at  the  next  settlement,  the 
difference  between  the  two  columns  giving  the  number 
of  sacks  in  hand. 

For  a  small  retail  trader  the  only  books  required  in 
addition  to  a  General  Ledger  are,  therefore — 

(i)  Analysed  Cash  Book  (Form  6), 

(2)  Goods  Bought  Book  (Form  10), 
unless  he  sells  on  credit,  when  he  must  adopt  some  system 
to  record  his  sales. 

For  a  larger  business  the  following  books  will  be 
needed :  — 


(i)  Sales  Day  Book  and  Ledger  (or  some  alternative 
method  of  recording  sales.  See  pp.  6  to  12, 
and  Forms  i,  2,  and  3^ 

(2)  Purchase  Journal   and   Ledger,   or   combined   book 

(Forms  8,  9,  and  10). 

(3)  General  Cash  Book  (Form  4). 

(4)  Petty  Cash  Book  (Form  5). 

The  trader  who  adopts  one  of  these  systems  is  then  in 
a  position  to  ascertain  at  any  time — 
(i)  Total  Credit  Sales,  from  Day  Book  or  Summary. 

(2)  Total  Cash  Sales,  from  Cash  Book. 

(3)  Total  Allowances  to  Customers,  from  Returns  Book 

or  Cash  Book. 

(4)  Total  Goods  Purchased,  from  Purchase  Journal  or 

Goods  Bought  Book. 

(5)  Total  Allowances  by  Creditors  from  Cash  Book  or 

Goods  Bought  Book,  if  Form  10  be  adopted. 

(6)  Total   Expenses,   sub-divided  according  to   require- 

ments from  Analysed  Cash  Book,  or,  in  case  of 
larger  trader,  from  Purchase  Journal  and  Cash 
Book. 

(7)  Total  Debts  due  by  Customers,  from  Sales  Ledger. 

(8)  Total   Creditors,    from    Bought    Ledger    or  Goods 

Bought  Book. 

(9)  Total  Drawings,  from  Cash  Book. 

(10)  Cash  at  Bank  or  in  hand,  from  Cash  Book. 

Stock  should  be  taken  every  year,  and  in  some  cases  it 
is  desirable  to  keep  a  Stock  Book,  all  goods  bought  being 
shown  at  both  cost  and  selling  prices. 

Then  if  the  Purchases,  less  Returns,  calculated  at  selling 
prices,  be  added  to  the  stock  at  the  commencement,  also 
taken  at  selling  price,  and  the  actual  sales  deducted,  the 
balance  should  equal  the  stock  on  hand  valued  on  the 
same  basis. 

As,  however,  goods  are  not  sold  at  a  uniform  price,  this 
method  is  by  no  means  an  infallible  check,  but  after  it  has 
been  in  operation  for  some  time  an  average  rate  of  differ- 
ences is  obtained,  and  when  this  discrepancy  is  allowed  for 
the  results  will  prove  better  than  theoretically  would 
appear  at  first  sight. 

We  will  now  assume  that  the  trader  obtains  the  neces- 
sary books,  and  desires  to  commence  the  new  system  on 
the  I  St  January. 

The  first  step  is  to  take  stock,  or  estimate  the  value  at 
the  31st  December,  after  which  he  must  prepare  schedules 
of  his  assets  and  liabilities. 

Lists  will  be  made  of — 

(i)  Stock-in-trade  as  taken  or  estimated. 

(2)  Fixtures  and  Fittings. 

(3)  Horses,  Carts,  and  Harness. 

(4)  Sundry  Debtors,  showing  any  doubtful  debts. 

(5)  Balance  at  bank  and  Cash  in  hand. 

(6)  Sundry  Creditors. 

(7)  Apportionments  of  payments  in  advance  or  provision 

for  expenses  accrued  due. 

Having  obtained  these  particulars  an  opening  Balance 
Sheet  will  be  prepared  in  the  General  Ledger,  the  balance 
of  which  represents  the  capital  of  the  trader  at  the 
31st  December. 

This  Balance  Sheet  may  be  assumed  to  be  as  follows :  — 
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Form  II. 

Balance  Sheet,  ist  January  1905. 

General  Ledger  Fo.  75. 

Liabilitus. 

Sundry  Creditors,  as  per  List 
Provision  /or  Expense*  accrued  due- 

Rent,  3  month;; 

Gas 

Water        

Capital  


Assets. 

Fixtures  and  Fittings 

Horses,  Carts,  and  Harness 
Siock-tn-Trade— 

Goods      

Paper  and  Stores        

Sundry  Debtors 

Less  Provision  for  Doubtful  Debts 

Pay  men's  in  advance — 

Kates,  3  months  

Insurance,  6  months 

Telephone,  2  months 

Cash- 

At  Bank 

In  Hind 


G.  L. 
15 


25 
25 

S.  L. 

G.  L. 

160 

G.  L. 
145 
145 
145 

C.  B. 


£    s    d 


305    6    8 
500 


106    4    o 

I 
5    o    o  I 


300 

0  10     o 

1  6    8 


264  10    o 

350 


£  s  d 

120    o    o 
40    o    o 


310    6  8 

loi    4  o 

4  16  8 

267  15  o 


£844    2    4 


The  General  Ledger  will  be  divided  into  two  parts, 
separate    books    being    often    used,    and    the    following 
accounts  Will  be  opened  :  — 
l^vate  Ledger  portion — 

G.L.  (x)  Capital  Account. 
(10)  Drawings  Account. 
(15)  Fixtures  and  Fittings. 
(20)  Horses,  Carts,  and  Harness, 
(as)  Stock-in-Trade. 
Nominal  Ledger  portion — 
G.L.  (100)  Credit  Sales, 
(no)  Cash  Sales. 
(120)  Goods  Purchased. 
(130)  Salaries  and  Wages. 
{135)  Carriage. 

(140)  Horse  Keep  and  Stable  Expenses. 
(145)  Rent,  Rates,  Insurance,  Gas,  and  Water. 
(150)  Trade  Expenses. 
(155)  Discounts  and  Allowances. 
(160)  Bad  Debts. 

(165)  Bank  Interest  and  Commission. 
(170)  Income-tax. 
Strictly  speaking,  a  Journal  should  be  used  for  the  open- 
ing entries,  but  this  may  be  dispensed  with,  and  transfers 
made  direct   to  the  various  accounts  from  the  opening 
Balance  Sheet.    For  example  :  — 

Fixtures  and  Fittings. 


»9«^ 
Jan.  I 


To  value  at 
this  date  as 
estimated, 
transferred  , 
from  Open- 
ing Balaxice 
Sheet 


Fo.,   £    s   d 


75  !  110   o   0 


I 


Fo. 


£    s   d 


Similar  entries  will  be  made  in  their  respective  accounts 
for  Horses,  Carts,  and  Harness,  and  Stock-in-Trade. 


The  amount  of  Sundry  Debtors  will  equal  the  various 
balances  in  the  Sales  Ledger,  and  the  same  applies  to  the 
Sundry  Creditors,  which  will  be  shown  in  detail  in  the 
Bought  Ledger. 

The  Cash  at  bank  and  in  hand  are  the  opening  entries 
in  the  Cash  Book. 

It  will  be  observed  that  provision  has  been  made  for 
Rent,  Gas,  and  Water  accrued  due,  and  these  amounts 
must  be  credited  to  the  Ledger  Account,  being  a  set-off 
against  the  amounts  subsequently  paid. 

The  Rates,  Insurance,  and  Telephone  Rent  have,  how- 
aver,  been  paid  in  advance,  and  the  proportion  unexpired 
has  to  be  debited,  as  the  benefit  will  be  received  during 
the  coming  year. 

The  provision  for  Doubtful  Debts  is  credited  to  Bad 
Debts  Account,  so  that  if  these  amounts  are  not  recovered 
the  loss  can  be  charged  against  the  sum  provided. 

Having  completed  these  entries,  the  Capital  Account 
will  be  credited  with  the  surplus  of  assets  over  liabilities, 
as  shown  by  the  Balance  Sheet. 

The  various  accounts  in  the  Nominal  Ledger  portion  of 
the  General  Ledger  are  practically  summaries  of  the 
different  items  of  income  and  expenditure  composing  the 
Trading  Account,  to  which  the  totals  of  the  analytical 
columns  are  posted.  The  following  table  indicates  the 
account  to  which  the  items  will  be  posted. 


Nature  of 
Item 


Book  from  which 
posting  made 


I 


Credit  Sales 


Cash  Salfs 
Allowances    t 
Customers 


Sales  Day  Book  or 
Sales  Summary 
Book 

Cash  Book 

Cash  Book 


Debit 

or 
Credit 


Credit 


Credit 
Debit 


Account 


Credit  Sales 


Cash  Sales 
Discounts 

I     and  Allow- 

I     ances 


When 
Posted 


Weekly 

Weeklv 
Monthly 


Note:— If  a  Return  Book  be  used,  the  total  returns  would  be  _ 
posted  to  the  debit  of  Sales  Account.  ^^ 
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Nature  of 

Book  from  which 

Debit 

Account 

When 

Item 

posting  made 

Credit 

posted 

Goods        Pur- 

Bought    Book      or 

Debit 

Goods    Pur- 

Monthly 

chased 

Purchase  Journal 

chased 

Cash  Purchases 

Cash  Book 

Debit 

Goods    Pur- 
chased 

Monthly 

or 
Quart'rly 
Monthly 

Discounts  and 

Goods  Bought  Book 

Credit 

Discounts 

Allowances 

or     Cash      Book 

and  Allow- 

made      by 

(Form  4) 

ances 

Creditors 

Sacks  returned 

Goods  Bought  Book 
or  Returns   Book 

Credit 

Goods  Pur- 
chased 

Monthly 

I'.xpenses 

♦Cash  Book 

Debit 

Various  Ac- 
counts  in 
Nominal 
Ledger 
according 
to   nature 

♦M'nthly 

or 
Quart'rly 

Drawings 

Cash  Book 

Debit 

Drawings 
Account 

Monthly 

or 
Quart'rly 

*  Noti ;— If  a  General  Cash  Book  (Form  4)  and  Purchase  Journal 
(Form  8)  were  used,  the  Expenses  Accounts  would  be 
posted  from  the  separate  items  in  the  Cash  Book,  and 
the  totals  of  the  analytical  columns  in  the  Purchase 
Journal  and  Petty  Cash  Book  (Form  5). 

All  additions  having  been  made  and  postings  completed. 


at  the  end  of  the  year  the  various  debit  and  credit  balances 
will  be  extracted^  and  if  no  clerical  errors  have  crept  in 
tha  totals  will  agree. 

Adjustments  are  then  necessary  for  expenses  accrued 
due  and  payments  in  advance.  Some  prefer  to  open 
Suspense  Accounts  and  transfer  these  items,  but  the  more 
simple  method  is  to  merely  debit  or  credit  the  amount 
and  bring  it  down  as  a  balance.  Any  debts  absolutely 
irrecoverable  should  be  written  off  to  Bad  Debts  Account, 
whilst  a  provision  ought  to  be  made  for  any  balances 
which  are  doubtful. 

Depreciation  has  also  to  be  provided  for,  the  amount 
being  credited  to  the  asset  and  debited  to  the  Trading 
Account. 

After  these  adjustments  have  been  effected,  the  various 
balances  in  the  Nominal  Ledger  can  be  transferred  to  the 
Trading  and  Profit  and  Loss  Accounts,  and  a  Balance 
Sheet  prepared. 

The  following  specimen  accounts  will  explain  the 
method  described. 


Form  13. 


Credit  Sales  Account. 


1905 
Dec.  31     To  Returns 

w   Trading  Account 


ax 
P. 


£    s    d 

14    6    8 

799  16    6 


JC814    3    2 


1905 
Jan. 31 
Feb.  28 
Mar.  3 1 


By  Sales  for  Month 


&c.  &c. 


61 

£      8     d 
61    0    4 
49    3    a 
71    5    3 

£814    3    2 

Form  13. 


Rent,  Rates,  Insurance,  Gas,  and  Water. 


1905 

Jan.    I 


Mar.  31 
|une3o 
Sep.  30 
Dec.  31 


1905 
Dec.  31 


To  Payments  in  Advance — 

Rates £300 

Insurance       ..        ..  o  10    o 

Telephone       ..  168 

•    Sundries,  as  per  Cash  Book  . . 


,    Provision- 
Rent     £10    o    o 

Gas 300 

Water 070 

To  Payments  in  Advance 


P.  75 


32 

41 


£   s  d 


4  16  8 
19  3  6 
iS  o  8 
13  o  4 
16    o  10 


13    7    o 


£84    9    o 


4  zi    8 


1905 
Jan.    I 


Dec.31 


1905 
Dec.31 


By  Provision- 
Rent  

Gas 

Water 

,    Payments  in  Advance- 
Rates  

Insurance    . . 
Telephone   .. 


Trading  Account 


By  Provision. 


£10  o  o 
2  o  o 
060 


£2  15    o 

0  10    o 

1  6    8 


P.  75 


C. 
P.  50 


C. 


£     &    d 


12  16    o 


4  II     8 
67    I     4 


£84    9    O 


13    7    o 


The  Drawings  Account  will  be  transferred  to  the  debit 
of  the  Capital  Account,  to  which  the  profit  earned  as 
shown  by  the  Profit  and  Loss  Account  is  credited.  The 
Stock  at  the  ist  January  ii  debited  to  Trading  Account, 


the  Stock  as  taken  on  3i8t  December  1905  being  debited 
to  Stock  Account  and  credited  to  the  Trading  Account. 

The    Trading    and    Profit    and    Loss    Accounts    and 
Balance  Sheet  will  then^be^.M^fgll^^Qgl^ 
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Form  14. 


Trading  Account  for  the  Year  ending  31st  December  1905. 


General  I^.  Fo.  50. 


1905 

Jan.     I 
l)ec.3i 


To  Stock  at  this  date 
«    Goods  Purehased 


G.  L. 

..I      25 


Lesi    Stock,    31st 
December  1905     . . 

Cost  of  Goods  Sold 
G  ross  Profit  carried  down 


I 


1905 
Dec.  31 


To  Salaries  and  Wages    . . 

»   Carriage 

^  Horse  Keep  and  Stable 
Expenses        ..        .. 

•  Rent,  Rates,  Insurance, 
Gas,  and  Water 

«    Trade  Expenses 

»  Discounts  and  Allow- 
ances      

.    Bad  Debts 

«    Bank  Charges  .. 

,   Dt^eciation — 

Fixtures  and  Fittings 
Horses,     Carts,    and 
Harness 

»  Balance  trans/erred  to 
Profit  &  Loss  Account 


£    s    d 
310    6    8  I 
2,210  16    3 


G.  L, 
25 


c. 


G.  L. 
130 
135 

140 

145 
150 

155 

160 
165 

G.  L.  I 
15 


65 


61 
6 


26    o 


£     s   d 


|a.52i    3 
385    4 


Z905 
Dec.  31     By  SaUs— 
Credit 
Cash 


G.  L. 
100 
no 


£   s   d| 


799  16 
1,663    8 


6| 
9 


2,135  18  II 
327    6    4 

£2,463    5    3    I 


1    67 

1 

4l 

1  '* 

2 

3 

;     5 

6 

8 

1      z 

0 

6 

1     ° 

17 

6 

1 

1905   1 

Dec.31     By  Gross  Profit  brought 
I  down 


181  12    3 


ol' 


133 

4 

I  1 

£327 

6 

*l 

■* 

^m 

—I 

c. 


£     s   d 


2.463    5    3 


£2,463    5    3 


327    6    4 


£327    6    4 


Profit  and  Loss  Account. 


1905 
Dcc.31 


To  Income  Tax 
»   Transfer  to  Capital  Ac- 
coont,     being     Net 
Profit  for  the  Year  . . 


By  Balance  from  Trading 

A  ccount 
«    Bank  Interest  . . 


G.  L. 

50 
165 


£    8    d 


133    4    1 
4  10    2 


£137  14    3 


Form  15. 


Balance  Sheet,   31st   December  1905. 


LiabiliHes 

Sundry  Creditors  as  per  list 

Provision  for  Expenses  accrued- 
Kent     

Gas 

Water 


Capital  Account— 

As  at  ist  January  1905 
Add  Profit  for  the  year 


I.ess  Drawings . 


£    s   d 


300 


0  7 

0 

655  12 
134  4 

1 
3 
3 

789  16 
121  4 

6 

£     8     d 


Assets 

140    6    5  '  Fixtures  and  Fittings  . . 

I  Less  Depreciation  written  o£f 

Horses,  Carts,  and  Harness 

Less  Depreciation  written  off 

13    7    o  I    Stock-in-Trade— 

Goods        

Paper  &  Stores 

'    Sundry  Debtors.. 

Less  Provision  for  Doubtful  Debts 

668  II    9       Payments  in  Advance— 

Rates  

I  Insurance  

Telephone 

Cash— 

At  Bank 

i  In  Hand 


£822    5    2 


I 


Digitized  by 


£  s  d 


I20  0 

7  10 

0 
0 

40  0 
5  0 

0 
0 

'It 

2 
0 

131  2 
4  0 

0 
0 

2  15 

0  10 

1  6 

0 

0 
8 

155  5 

2  12 

4 
0 

GoO' 


£    »  d 

112  10  O 

35  o  o 

385  4  2 

127  2  O 

4  11  8 

157  17  4 


£822  5  2 
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Ifuome-iax. 

The  neglect  to  keep  proper  accounts  is,  generally  speak- 
ing, the  chief  reason  why  so  many  traders  are  over 
assessed,  for  the  Surveyors  are  always  willing  to  treat  the 
taxpayer  in  the  fairest  possible  manner  if  returns  are 
furnished  that  can  be  relied  upon  as  correct. 

The  Government  year  for  income-tax  purposes  ends  on 
the  5th  April,  and  the  basis  of  assessment  is  the  average 
profit  of  three  years  preceding  that  date,  so  that  if  the 
trader  makes  up  his  books  to  the  31st  December  the  return 
for  1905-6  will  be  the  average  profit  for  the  three  years 
ending  31st  December  1902,  1903,  and  1904. 

If  the  business  has  been  commenced  within  the  three 
years  an  average  is  taken  from  the  date  of  commencing 
same. 

It  must  always  be  remembered  that  certain  deductions 
which  are  made  before  the  profit  earned  by  a  business  can 
be  ascertained,  are  not  allowed  by  the  Commissioners. 

This,  at  first  sight,  may  seem  strange,  but  it  must  be 
borne  in  mind  that  it  is  the  income  of  the  individual^  and 
not  of  the  business,  that  is  really  taxed,  the  income  of  the 
business  being  assessed  in  order  that  the  principle  of 
taxing  income  at  its  source  may  be  carried  out. 

If  the  following  list  of  deductions  not  allowed  be 
examined  the  equity  of  this  arrangement  will  be  apparent, 
as  to  allow  such  deductions  would  be  unfair  to  taxpayers 
whose  incomes  were  derived  from  other  sources. 

The  deductions  not  allowable  are : — 

(1)  Any  loss  not  connected  with  or  arising  out  of  trade, 

such  as  losses  made  through  speculations  in  shares 
or  property. 

(2)  Withdrawals  of  Capital  or  Investments. 

(3)  Expenditure  on  improvements,  or  sums  written  ofi 

for  depreciation,  although  an  amount  generally 
not  exceeding  5  per  cent.,  will  as  a  rule  be  allowed 
for  wear  and  tear  of  plant  and  machinery,  whilst 
all  repairs  are  chargeable. 

(4)  Disbursements  not  connected  with  trade,  such  as 

voluntary  subscriptions. 

(5)  Interest  on  Capital,  or  annual  interests  or  payments 

out  of  profits  on  which  tax  should  be  deducted  on 
making  the  payment. 

(6)  Partners'  Salaries,  as  these  are  part  of  the  income 

of  the  partners. 

(7)  Reserves  for  Bad  Debts,   although   debts  actually 

bad  or  doubtful  may  be  charged. 

(8)  Losses  recoverable  under  a  contract  of  insurance. 

(9)  Household  Expenses. 

(10)  Income-tax. 

(11)  Losses  by  fire,  excepting  damage  to  stock. 

(12)  Preliminary  Expenses  incurred  in  the  flotation  of  a 

company. 
If  the  taxpayer  resides  on  his  business  premises  he  can 


only  charge  two-thirds  of  the  net  annual  value  as  rent,  and 
the  rates,  gas,  and  water  must  also  be  apportioned. 

If,  however,  he  is  occupier  of  his  own  premises,  he  is 
entitled  to  charge  the  net  assessment  under  Schedule  A,  or 
two-thirds  of  such  amount  if  he  resides  on  the  premises. 

In  the  case  of  a  firm  it  is  often  desirable  for  the  partners 
to  be  separately  assessed,  so  that  they  may  obtain  the 
benefits  of  the  abatements  on  incomes  under  ;£7oo,  whilst 
claim  can  also  be  made  for  life  insurance  premiums  pay- 
able to  a  British  office  not  exceeding  one-sixth  of  the  total 
assessable  income,  although  this  latter  does  not  reduce  the 
income  for  the  purpose  of  obtaining  abatement. 

The  exemptions  and  abatements  made  are  as  follow :  — 


Income 


If  the    Income   from  all   sources 
does  not  exceed  jfifc  per  annum 

Exceeding  j^i6o  and  under  £400   . . 

,  400         ,  500   .. 

«  500         »  600   .. 

I,            600         •            700   .. 
Over  £700        


Abatement 


[  No  Tax  payable. 

£160. 

150. 

120. 
70. 
No  Abatement. 


The  income  from  all  sources,  whether  taxed  or  not, 
must  be  stated  in  the  form  to  be  filled  up  claiming  abate- 
ment, and  the  income  of  the  wife  must  be  included,  unless 
she  carries  on  a  business  separate  from  her  husband  and 
the  total  joint  earnings  do  not  exceed  ;f  500,  in  which  case 
they  may  claim  to  be  separately  assessed. 

If  the  taxpayer  does  not  make  a  return,  or  if  the  Com- 
missioners are  dissatisfied  with  the  amount  of  his  return^ 
the  Commissioners  will  themselves  assess  him  at  the 
amount  they  consider  reasonable. 

In  that  case  the  taxpayer,  as  soon  as  he  receives  notice 
of  the  assessment,  should,  if  he  so  wishes,  appeal  at  once, 
by  giving  notice  of  his  intention  to  the  Surveyor  of  Taxes 
within  ten  days,  and  must  then  appear  before  the  Com- 
missioners at  the  time  and  place  fixed  for  the  hearing  of 
the  appeal,  and  produce  a  detailed  statement  of  accounts 
to  substantiate  his  claim. 

Usually  if  the  taxpayer  calls  upon  the  Surveyor  and 
submits  accounts  the  assessment  will  be  reduced  to  the 
correct  amount,  and  attendance  before  the  Conmiissioners 
excused. 

If,  however,  notice  of  appeal  be  not  given  within  the 
requisite  time,  or  if  at  the  end  of  the  year  the  trader  finds 
his  profits  have  fallen  short,  he  may  claim  repayment  of 
the  tax  overpaid.  Claims  for  repayment  under  Schedule 
D  must  be  made  within,  or  at  the  end  of,  the  year  of  assess- 
ment, although  claims  for  repayment  where  tax  has  been 
paid  by  deduction,  and  the  taxpayer  is  entitled  to  exemp- 
tion or  abatement,  or  for  life  insurance  premiums,  may  be 
made  within  three  years  after  the  end  of  the  year  in  respect 
of  which  the  tax  was  paid.     In  the  case  of  claims  under 
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Section  133  of  the  1842  Act,  repaynaent  will  only  be  made 
if  the  profits  of  the  year  of  assessment  are  less  than  the 
profits  for  one  year  on  a  three  years'  average,  including  the 
year  of  assessment. 

Strictly  speaking,  if  the  new  average  is  less  than  the 
actual  profits  earned,  no  claim  can  be  made,  but  in  practice 
the  authorities  make  a  concession,  and  allow  the  assess- 
ment to  be  reduced  either  to  the  actual  profit  or  the  new 
average,  whichever  is  the  greater.  I 

Further  relief  is  also  granted  under  Section  23  of  the 
Customs  and  Inland  Revenue  Act,  1890,  for  the  taxpayer 
can,  by  giving  notice  of  appeal  within  six  months  after  the 
year  of  assessment,  set  off  any  loss  under  one  schedule,  or 
in  one  business,  against  a  profit  under  another  schedule  or 
in  another  business,  and  can  claim  repayment  where  neces- 
sary to  the  extent  of  the  loss,  provided  such  claim  does 
not  exceed  the  tax  paid. 

Income-tax  is  generally  unpopular,  but  the  taxpayer  is 
the  one  who  is  most  to  blame.  The  Surveyor  is  usually 
regarded  as  an  enemy  instead  of  a  friend ;  and  if  the 
persons  called  upon  to  bear  their  burden  of  State  expendi- 
ture would  only  take  him  into  their  confidence,  and  supply 
him  with  the  accounts  he  requires,  they  would  find  him 
only  too  willing  to  settle  the  assessment  at  the  correct 
figure. 

The  taxpayer  who  has  not  submitted  accounts  has  no 
real  cause  to  grumble  if  the  Commissioners  will  not 
accept  his  return,  for  the  provisions  of  the  income-tax 
laws  are  so  complicated  that  a  great  number  of  persons  who 
honestly  believe  they  have  made  correct  returns  have 
failed  to  do  so  from  wrong  ideas  of  what  deductions  can 
legally  be  made  from  the  gross  income. 

And.  on  the  other  hand,  many  traders  to-day  are  paying 
far  more  than  their  fair  shure  of  the  tax,  merely  through 
neglect  to  keep  proper  books. 

May  such   as  are  numbered   among  the  latter  be  now 
reminded  of  the  old  adage,  "It's  never  too  late  to  mend." 
Conclusion, 

In  these  days  of  keen  competition  no  trader  can  afford 
n*it  to  keep  proper  books. 

If,  as  he  hopes,  his  business  is  to  increase,  he  must 
know  his  financial  position  before  be  can  launch  out  in  a 
larger  way. 

Unless  he  can  prepare  a  Trading  Account  he  is  also 
unable  to  tell  whether  he  is  making  the  gross  profit  which 
he  thinks  he  ought  to  earn ;  whilst  without  a  systematic 
record  of  expenses  it  is  often  difficult  to  know  where  to 
efiect  economies. 

The  method  described  is  only  intended  for  a  small  or 
moderately  si2}ed  shop.  The  larger  trader  must  have 
further  details ;  he  must  departmentalise,  so  that  he  can 
locale  weak  spots ;  he  must  prepare  statistical  records,  so 
that  he  can  compare  the  percentages  of  one  period  with 


another ;  he  must  be  able  by  means  of  his  system  of  book- 
keeping to  check  the  various  employees  who  are  not  always 
under  his  personal  supervision. 

To  such  as  these  the  paper  will  prove  of  but  little 
interest ;  but  those  who  have  not  yet  attempted  to  keep 
proper  books  may,  perhaps,  from  these  notes  obtain  some 
information  that  will  help  them  to  mend  their  ways. 

The  primitive  man  recorded  his  transactions  by  notches 
on  a  stick ;  the  traders  of  Babylon,  3,600  B.C.,  kept  their 
accounts  on  clay  slabs,  writing  the  same  with  a  stylus; 
in  latter  days  a  Scotchman  has  been  known  to  drop  pebbles 
into  various  bottles,  each  receptacle  representing  a 
customer  and  each  pebble  a  shilling. 

The  trader  of  the  twentieth  century  can  adopt  more 
efficient  methods  than  these,  and  although  a  properly  ruled 
set  of  books  may  entail  a  little  extra  cost  at  the  outset,  yet 
this  should  not  deter  any  business  man  from  spending  a 
few  shillings  on  books  that  may  save  him  pounds. 

Tliere  is  no  need  to  purchase  the  ponderous  volumes 
with  fantastic  decorative  lacings  on  their  costly  vellum 
covers  that  delighted  the  hearts  of  the  bookkeepers  of 
bygone  days ;  what  is  required  are  books  to  suit  the 
business. 

The  trader  who  has  to  post  up  his  transactions  after  he 
hao  closed  his  shop  for  the  day  has  not  time  for  elaborate 
methods  of  accounting ;  he  must  be  able  to  obtain  the 
best  possible  results  with  the  minimum  of  labour. 

1  know  it  is  easy  to  say  how  books  should  be  kept ;   1 

know  it  is  not  always  so  easy  to  find  time  to  keep  them. 

I  have  not  forgotten  that 

"  The  toad  beneath  the  harrow  knows 
Exactly  where  each  tooth-i>oint  goes. 
The  butterfly  upon  the  road 
Preaches  contentment  to  the  toad." 


Aancbester  Cbartered  Hccountants 
Students'  Soctetfi* 


Mock  Shareholders'  Meeting:. 


At  the  meeting  of  this  Society  on  Monday,  the  nth 
December  1905,  Mr.  Frank  Halsall,  A.C.A.  (in  the 
unavoidable  absence  of  the  President  in  the  chair), 
announced  that  the  proceedings  would  take  the  form  of  a 
mock  shareholders'  meeting,  and  called  upon  Mr.  H.  S. 
Fergusson,  A.C.A. ,  as  chairman  of  the  company  (The 
F.mpire  Sugar  Estates  (1900),  Lim.),  to  preside  over  the 
shareholders  assembled,  being  members  of  the  Manchester 
Students'  Society,  with  three  representatives  from  the 
Newcastle  Society. 

Mr.  Fergusson  first  called  upon  the  Secretary,  per- 
sonated   by    Mr.    II.    Julius    Lunt,    to    read    the    notice 
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convening   the  meeting,   after  which   he   addressed  the 

compSiny  on  the  difficulties  overcome  during  the  year,  but 

expressed  the  hope  that  the  business  of  the  meeting  would 

be  speedily  transacted  as  a  sign  of  confidence  in  the  board. 

The  auditor  (Mr.  R.  N.  Carter,  F.C.A.),  in  his  report, 

drew  attention  to  certain  features  of  the  Balance  Sheet, 

amongst  whidh  were  the  following :  — 

(i)  That  the  uncalled  capital  was  treated  as  an  asset,  the 

total  capital  issued  being  stated  as  a  liability,  instead 

of  the  net  amount  of  capital  p>aid-up  only   being 

regarded  as  a  liability. 

(2)  That  the  principal  assets  of  the  company,  comprising 
Freehold  and  Leasehold  Land,  Buildings,  Machinery, 
Factories,  and  Goodwill,  were  stated  at  a  lump  sum 
of  ;£26o,ooo,  which  the  directors  said  they  were 
unable  to  sub-divide,  and  hence  the  auditor  could 
not  express  any  opinion  as  to  the  adequacy  of  the 
amounts  set  aside  for  lease  renewal,  obsolescence,  or 
general  deterioration  in  value. 

(3)  That  a  dividend  could  not  properly  be  declared  until 
a  loss  incurred  in  trading  in  the  year  1903  had  been 
extinguished. 

(4)  That  ;£'3.75o  discount  on  debentures  had  been 
treated  as  part  of  the  General  Contingencies  Fund. 

(5)  That  the  greater  part  of  the  Cash  in  hand  consisted 
of  post-dated  cheques,  promissory  notes,  and  notes  of 
hand. 

Discussion  chiefly  centred  round  the  second  of  the  above 
items,  indignant  shareholders  demanding  more  informa- 
tion, on  the  grounds  that  they  were  entitled  to  know  what 
had  been  paid  for  goodwill,  whether  the  assets  were  really 
worth  the  sum  stated,  and  whether  sufficient  depreciation 
had  been  written  off.  General  dissatisfaction  was 
expressed  with  the  accounts  submitted,  and  in  the  course 
of  the  debate,  to  which  Messrs.  John  Hamer,  A.C.A.  (the 
managing  director),  Joseph  Bell,  A.C.A.  (the  solicitor), 
Brewis,  Brown,  Dry  den,  Phillips,  Plant,  Porter,  and 
Rowntree,  of  Manchester,  and  Messrs.  Atkinson,  Sinclair, 
and  Spark,  of  Newcastle,  contributed,  many  points  in  the 
accounts  requiring  explanation  were  brought  to  light. 
Finally  is  was  resolved — 

"  That  the  report  and  accounts  be  referred  back,  and 
that  a  Committee  of  Inspection  be  appointed  to  investi- 
gate the  position  of  affairs   and  report  to  a  future 
meeting." 
On  this  motion  being  carried,  the  Chairman  announced 
his  determination  not  to  offer  himself  for  re-election  to  the 
board. 


IRevtews. 


Harmsworth  ENCYCLOPiBDiA.  —  Parts  21  and  22,  just 
issued,  are  the  first  two  numbers  of  Volume  5.  Each  number 
consists  of  160  pages,  profusely  illustrated  and  well  maintains 
th«  excellent  standard  of  the  preceding  parts. 


The  Chartered  Institute  of  Secretaries' 
Year  Book,  1905-6. 


Price  2s. 
The  Year-Book  of  the  Chartered  Institute  of  Secretaries, 
which  held  its  14th  annual  general  meeting  on  the  i6th 
October  last,  has  now  been  issued,  and  includes  Royal 
Charter.  Bye-laws,  and  Rules  for  Examinations,  as  well  as 
alphabetical  and  topographical  lists  of  members.  The  total 
membership  is  now  3,347.  of  whom  1,545,  or  nearly  one-half , 
are  in  London,  Manchester  coming  second  with  104 
members,  and  Birmingham  third  with  72. 


Wllllii8:'8  Press  Quide  for  1906. 


James  Willing,  Junr.,  Lim.,  125  Strand,  W.C.      Price  is. 

The  33rd  annual  issue  of  this  well-known  handbook 
is  upon  the  lines  which  have  characterised  previous  editions, 
and  earned  for  the  annual  the  reputation  which  it  now 
enjoys.  It  contains  a  remarkable  amount  of  reliable 
information,  which  will  prove  valuable  to  all  classes  of 
advertisers. 


Mathlesons'  Handbook  for  Investors  for  1906. 


Effingham  Wilson,  54  Threadneedle  Street,  E.C. 
Price  2S.  6d.  net. 
This  well-known  handbook  provides,  in  a  convenient 
pocket  form,  a  record  of  Stock  Exchange  prices  and 
dividends  for  the  past  ten  years  in  all  the  more  important 
securities  dealt  with  on  'Change.  The  particulars  have 
been  brought  down  to  November  1905,  and  are  therefore  as 
up-to-date  as  it  is  possible  for  any  publication  of  this 
description  to  be. 


The  Unlspect  System  of  Bookkeeping:. 


By  Alex.  T.  Hunter,  C.A. 


Edinburgh,  1905 :  Gordon  Wilson,  47-49  Thistle  Street. 
Price  6d. 
This  little  pamphlet — for  we  can  hardly  call  it  a  book — 
aims  at  describing  a  system  of  accounting  suitable  for  the 
smaller  class  of  retail  traders.  The  desirability  of  avoiding 
the  undue  multiplication  of  separate  books  of  account  is 
duly  appreciated,  but  in  the  effort  to  reduce  the  number  to 
a  minimum  those  retained  have  been  elaborated  to  an  extent 
that  makes  it  out  of  the  question  to  expect  that  any  average 
retail  tradesman  would  be  able,  still  less  willing,  to  keep 
them  upon  the  lines  suggested.    While  duly  appreciating 
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the  difficulties  of  the  problem  that  Mr.  Hunter  has  set 
himself,  we  cannot  say  that  we  think  these  difficulties  have 
been  very  successfully  surmounted. 


personaL 


Mr.  Philip  H.  Darbyshirb,  Chartered  Accountant* 
announces  that  he  has  commenced  to  practise  at  17  Albert 
Road,  Middlesbrough. 

Messrs.  John  Frederic  Titchmarsh  and  Isaac  L. 
Ensor,  Chartered  Accountants,  announce  that  the  partner- 
ship hitherto  existing  between  them  has  been  dissolved  by 
effluxion  of  time.  Mr.  TrrcH marsh  will  continue  to  practise 
at  17  Museum  Street,  and  Mr.  Ensor  will  practise  at 
30  Museum  Street,  Ipswich. 

Mr.  Richard  H.  Grant,  A.C.A.,  and  Mr.  Alan  E. 
WiGFiSLD,  A.C.A.,  announce  that  they  have  entered  into 
partnership,  and  are  now  carrying  on  business  as  Chartered 
Accountants  at  Consett  Chambers,  Pilgrim  Street,  New- 
caistle-upon-Tyne.  under  the  style  of  Grant  &  Wigfield. 

Messrs.  Norman  Hurtley,  A.C.A.,  and  Charles  E. 
Clark,  A.C.A.,  announce  that  they  have  commenced  to 
practise  at  24  Bond  Street,  Leeds,  under  the  style  of 
Hurtlby  &  Clark. 


Wb  Dousefieepino  accounts  at  Xelt>oit* 


Records  of  monetary  disbursements  are  generally  regarded 
as  a  subject  of  too  serious  a  nature  to  jest  upon.  Nor  does 
a  household  account  book  often  afford  much  amusement  to 
the  reader.  One  might,  indeed,  wonder  why  not,  for  it 
must  be  generally  as  sincere  a  record  of  personal  tastes  and 
character  as  the  diary  of  Pepys  or  the  autobiography  of 
Franklin  ;  and  when  it  has  been  kept  by  hands  which  have 
been  stilled  in  death  for  centuries,  it  becomes  in  its  way  a 
national  rather  than  a  personal  record.  These  £acts  are 
strikingly  illustrated  in  a  series  of  household  accounts  pre- 
served at  Belvoir  Castle  by  the  Duke  of  Rutland,  and  now 
published  by  the  Historical  Manuscripts  Commission.  The 
accounts  extend  from  the  first  quarter  of  the  sixteenth  to  the 
last  year  of  the  seventeenth  century,  and  throw  a  flood  of 
light  on  the  expenses  of  a  great  house  under  the  Tudors,  the 
Stuarts,  and  William  III.  Business  and  pleasure  are 
curiously  mingled  in  the  records,  payments  in  connection 
with  bull  baiting,  dog-fighting,  purchases  of  tobacco  and 
pipes,  and  food  and  drink,  and  the  settlement  of  doctors' 
Inils  and  travelling  expenses  being  all  duly  recorded. 

In  1541  one  finds  entries  indicating  that  high  festival  was 
bdsg  kept  at  Belvoir,  thus : — 


"  Item,  the  xxij  dey  of  Janjrver,  to  Mr.  Tomsyn  servaunte 
whiche  brought  his  buulles  and  horse  to  Belvoier  and  was 
there  beyted,  iijs.  iiijd." 

"  Item,  the  xxiijti.  dey  of  Janyver,  to  the  keper  servaunte 
that  kepes  ij  of  the  Queue's  Graces  beres  whiche  was  bay  ted 
at  the  Castell  of  Belvoier  xxd." 

The  sixth  Earl  of  Rutland  was  a  believer  in  the  efficacy 
of  precious  stones  as  a  protection  against  poison,  and  in 
December  1598  pays  "vj.li"  for  two  stones  accordingly. 
The  seventh  Earl,  in  1641,  however,  is  more  discreet  in  the 
matter,  as  is  revealed  when  he  is  buying  two  stones  to  cure 
an  internal  complaint.  For  these  *'  I  have  payd  3  li  5.  s, 
and  am  to  have  a  twelv  moneths'  tryall,  and  yf  I  do  not  like 
them,  I  shall  have  40s.  for  them  againe.*'  Night  caps 
appear  to  have  been  a  somewhat  expensive  luxury,  for  in 
November  1596  there  is  paid  for  **ij  night  cappes  wrought 
with  gold  xliiijs."  Smoking  was  evidently  much  indulged 
in  in  the  Earl's  retinue.  In  1600  **  two  pound  of  tobacco  " 
cost  "xxxijs.,  and  tobacco  pipes  xvlljd."  In  1669  the 
possession  of  an  elaborate  tobacco  box  seems  to  have  been  a 
matter  in  which  one  would  try  to  go  one  better  than  one's 
neighbour,  for  there  appears  this  entry  in  the  accounts  for 
that  year : — 

**  Paid  Mr.  Pickett's  bill  for  new  making  his  Lordship's 
tobacco  box,  adding  in  weight  and  goodness  of  gold  4  oz. 
sterling,  the  box  waighes  now}  of  an  oz.  troy,  and  id.  wt. 
more  than  Lord  Exeter's  box,  6  li  5s." 

Probably  tobacco  taken  from  a  plebeian  pouch  would  taste 
just  as  fragrant  as  that  kept  in  this  glorified  **  bacca  box.*' 


Xife  amonfi  Xepers. 


Mr.  W.  H.  p.  Anderson,  the  Canadian  Accountant 
(whose  lecture  on  "  Manufacturing  Costs  "  appeared  in  our 
issue  of  November  4  1905),  who  gave  up  a  prosperous  career 
to  devote  his  life  to  work  among  lepers  in  India,  writes  to 
Mr.  John  Jackson,  of  the  Leper  Mission,  Exeter  Hall, 
W.C.  :— 

"I  arrived  in  Chandkuri  on  Sunday  morning,  November 
26.  Just  as  we  entered  the  village  we  were  met  by  the 
Leper  Asylum  band.  These  poor  fellows,  with  their  simple 
means  of  making  music,  were  a  pathetic  sight.  Over  the 
road  the  word  "  Welcome  "  appeared  in  the  form  of  an  arch. 
The  bungalow  had  been  decorated,  and  the  untainted 
children  of  the  lepers,  to  the  number  of  about  100,  had 
assembled,  all  neatly  dressed,  the  girls  especially  looking 
quite  picturesque.  The  tainted  children  from  the  asylum 
were  also  there.  The  boys  and  girls  sang  hymns  in  Hindi, 
and  many  salaams  were  given  to  the  new  sahib." 
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ObcctinQ  tot  tl>e  eneutno  TRIleefi* 

Thursday  —  Institute    of    Chartered    Accountants. — 
Investigation  Committee,  at  3  p.m. 

failures  anD  XtHs  of  Sale  in  England 
and  TISlaled* 


According  to  Kemp's  Mercantile  Gaxetie,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  Jan.  12th,  was  145,  viz. ; — 
New  Bankruptcy  Proceedings  published  in  the  London  GaMette, 
93 ;  Deeds  of  Arrangement  registered,  52.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were  : 
Bankruptcies,  82 ;  Deeds  of  Arrangement,  76  —total,  158 ; 
being  a  decrease  of  13.  The  total  number  of  commercial 
failures  recorded  during  the  2  weeks  of  the  present  year  is 
273 ;  the  total  number  recorded  in  the  corresponding  2 
weeks  of  last  year  was  323,  showing  a  decrease  of  50. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday. 
Jan.  1 2th,  was  148.  The  number  in  the  corresponding  week 
of  last  year  was  172,  showing  a  decrease  of  24.  The  total 
number  filed  during  the  2  weeks  of  the  present  year  is 
250 ;  the  total  number  filed  in  the  corresponding  2  weeks 
of  last  year  was  291,  showing  a  decrease  of  41 . 


Debentures. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week 
ending  Friday,  Jan.  12th.  amounted  to  /2, 450, 120,  by  way 
of  addition  to  ^2,070,993,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ;^6ii,i22.  showing  an  increase  of 
;f 1. 838,998.  The  total  amount  registered  during  the  2 
weeks  of  the  present  year  was  ;^3, 465,5 12  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  /3t590,209  for  the  corresponding  2  weeks 
in  1905,  showing  a  decrease  of  ;f  124,697. 


The  Profession  in  Scotland. 


Personal. 

Mr.  James  13.  Sutherland,  C.A.,  and  Mr.  Francis  A. 
Downes,  C.A.,  intimate  that  they  have  beguii  the  practice 
of  their  profession  at  156  St.  Vincent  Street,  Glasgow, 
under  the  firm- name  of  Sutherland  &  Downes. 


the  end  of  March :— Arithmetic  and  Algebra,  conducted 
by  Mr.  Vyvyan  Marr,  F.F.A.,  F.I.A.,  on  Thursday  even- 
ings at  8.  This  class  is  intended  for  apprentices  in  their 
first  or  second  year. 

Actuarial  Science,  conducted  by  Mr.  Vyvyan  Marr, 
F.F.A.,  F.I. A.,  on  Tuesday  evenings,  at  8. 

I>aw  of  Scotland  (covering  Bankruptcy,  Arbitrations. 
Insurance,  and  Fee  and  Liferent),  conducted  by  Mr. 
W.  Kinniburgh  Morton,  B.L.,  S.S.C,  on  Wednesday 
evenings  at  8. 

Political  Economy,  conducted  by  Mr.  Archibald  B. 
Clark,  M.A.,  on  Monday  evenings,  at  8. 

The  last  three  classes  are  intended  for  apprentices  who 
have  passed  the  Intermediate  Examination. 


COURT    OF    SESSION. 


Edinburgh— First  DivisioD. 


The  EdinbuFgh  Boelety  of  Acoonntaiitg.  | 

A  librarian  has  been  attached  to  the  rooms  of  the  Edin-  ' 
burgh  Society  of  Accountants,  at  27  Queen  Street,  ' 
Edinburgh.  ' 

The  following  evening  classes  for  apprentices  are  being 
conducted  at  27  Queen  Street,  and  will  meet  weekly  until  I 


(Before   the    Lord-Prksident   and    Lords    McLarkn, 
KiNNKAR,  and  Pearson.) 
January  9. 
R.N.— Wm.  H.  Murray  and  others  (Sir  George 
Warrender*8  Trastees)  v.  Lord  Advocate. 
Estate  Duty — Deduction  in  respect  of  Sum  contained  in  Bond 
and  Disposition  opposed  by  Crown  in  respect  that  there  had 
been  no  consideration  in  Money  or  Money's  tuorth. 

In  this  action  a  claim  was  made  by  the  Crown  in 
respect  of  property  passing  on  the  death  of  the  late  Sir 
George  Warrendor  of  I^chend,  Bart.  Sir  (leorge  died  on 
13th  June  1901.  As  shown  by  inventory  given  up  in 
August  1 901  by  the  defenders,  his  trustees,  the  aggregate 
net  value  of  his  estate,  heritable  and  moveable,  was 
;^i,o7i,387,  implying  payment  of  estate  duty  at  the  rate  of 
8  per  cent.  Payment  was  then  made  of  the  estate  duty 
leviable  in  respect  of  the  moveable  property,  leaving  the 
duty  on  the  heritable  estate  to  be  separately  accounted  for. 
On  13th  June  1902  the  defenders  paid  a  sum  of  ;f  18,341  to 
account  of  the  estate  duties  leviable  in  respect  of  the 
heritable  estate  leaving  accounts  adjusting  the  amount  uf 
the  duties  to  be  subsequently  lodged.  In  the  accounts 
which  were  so  lodged  the  defenders,  in  bringing  out  the 
net  principal  value  of  the  heritage  liable  to  duty,  claimed 
the  right  to  deduct  the  sum  of  ;f  30,000  contained  in  a  bond 
and  disposition  in  security  granted  by  Sir  George  over  his 
estates  of  Brownisfield  and  others  in  favour  of  the  trustees 
under  the  marriage  contract  of  his  son,  the  present  baronet. 
The  question  in  the  case  was  whether  the  deduction  made 
by  the  defenders  in  account  of  the  sum  of  ;f  30,000  was  per- 
missible under  the  Finance  Act  of  1894.  The  Crown 
objected  to  the  deduction,  on  the  ground  that  the  bond  for 
;^3o,ooo  was  not  in  fact  the  debt  incurred  by  Sir  George 
or  an  incumbrance  created  by  him  bond  fide  for  full  con- 
sideration in  money  or  money's  worth  wholly  for  his  own 
use  and  benefit.    The  defenders,  on  the  other  hand,  main- 
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tair.ed  that  for  the  ;f 30,000  Sir  George  received  full  con- 
sideration la  money's  worth  in  respect  of  his  son's  discharge 
of  the  right  of  legitim.  It  was  said  that  on  Sir  George's 
death  his  son's  claim  in  name  of  legitim  would  have 
amounted  to  ov«r  ;^25o,ooo.  In  the  Outer  House  Lord 
Pearson  decided  in  favour  of  the  Crown,  holding  that  no 
deduction  could  be  allowed  in  respect  of  the  ;£'3o,ooo,  as 
the  burden  had  not  been  created  for  full  consideration  in 
money's  worth  and  wholly  for  Sir  George's  own  use  and 
beoefit.  The  defenders  were  found  liable  in  expenses.  The 
defenders  reclaimed. 

The  Court,  without  calling  on  counsel  for  the  Crown, 
adhered  to  the  judgment  of  the  Lord  Ordinary,  and  found 
the  Crown  entitled  to  expenses. 


(Before  the  I^rd-Pkesident   and   Lords   McLaken   and 
Pearson.) 

January  10. 

R.N.— Robert  Lang  t.  John  Hair. 

Arrestment — Seller  entitled  to  Cancel  Sale  by  Buyer* s  Misrepre- 
sentation and  Concealment—Creditors*  Arrestment  Invalid. 

In  this  action  John  Muir,  farmer,  Ilaggs,  Kirknewton, 
sued  Alexander  Rankin,  Kirkintilloch  ;  Robert  Lang,  grain 
merchant,  Larbert;  and  the  Caledonian  Railway  Com- 
pany for  a  decree  that  a  purchase  of  oats  made  by  Rankin 
from  the  pursuer  in  April  1904  was  not  valid,  and  that  the 
arrestment  thereof  by  the  defender  Lang  in  the  hands  of 
the  railway  company  was  of  no  legal  force.  Lang  only 
defended  the  action.  After  a  proof  the  Lord  Ordinary 
gave  judgment  holding  that  the  pursuer  was  entitled  in  the 
circumstances  proved  to  cancel  the  sale,  and  that  the 
arrestment  of  the  defender  Lan^  was  of  no  avail.  The 
oats  were  never  paid  for.  When  Rankin  purchased  the 
oats  they  were  dispatched  to  him,  in  accordance  with  his 
request,  by  raid  to  the  station  of  the  Caledonian  Railway 
at  Buchanan  Street,  Glasgow.  There  they  were  arrested 
by  the  defender  Lang,  a  creditor  of  Rankin.  At  the  time 
of  the  purchase  Rankin  represented  himself  to  be  a  man 
of  means,  doing  a  large  business,  but  he  concealed  the 
fact  that  in  ^farch  1903  he  had  granted  a  trust  deed  for 
behoof  of  his  creditors,  his  estate  yielding  only  is.  4d.  in 
the  £.  The  proof  disclosed,  in  the  opinion  of  the  Lord 
Ordinary,  such  misrepresentation  and  concealment  on  the 
part  of  Rankin  as  amounted  to  fraud,  giving  cause  to  the 
contract  and  without  which  the  pursuer  would  not  have 
contracted.  The  pursuer  was  therefore  entitled  to  rescind 
the  sale  in  a  question  with  Lang,  the  arrester,  who  was  in 
no  higher  or  better  position  than  Rankin  himself.  The 
pursuer  was  found  entitled  to  expenses.  Against  this 
judgment  the  defender  Lang  reclaimed. 

The  Court,  without  calling  on  counsel  for  the 
respondent,  acttiered  to  the  judgment  oi  the  Lord  Ordinary, 
on  the  same  grounds,  and  found  the  reclaimer  liable  in 
expenses. 


Edinbupgh— Second  Divition. 


(Before  the  Lord  Justice- Clerk  and  Lords  Kvllachv, 

Stormonth-Darling,  and  Low.) 

January  12. 

Case  for  James  Walker  on  Appeal  under  Taxes 

Management  Aet 

A  Peculiar  Income-Tax  Question. 

The  question  in  this  rase  was  whether  the  appellant, 
James  Walker,  of  R.  &  J.  Dick,  3  M*Phail  Street,  (Uasgow. 
was  bound  to  pay  income-tax  on  i)rofits  put  to  his  credit 
in  the  firm*s  books  for  the  purpose  of  paying  out  the 
capital  of  the  late  James  Dick,  a  member  of  the  firm.  The 
Commissioners  of  Inland  Revenue  decided  that  he  was, 
and  so  assessed  him. 

The  Court  reversed  the  determination  of  the  Commis- 
sioners, on  grounds  explained  by  Lord  Stormonth-Darling. 
who  gave  the  opinion  of  the  Court,  and  found  the 
appellant  entitled  to  expenses. 

Lord  Stormonth-Darling  said  that  case  arose  on  a  claim 
by  the  appellant  for  abatement  of  income-tax  which  the 
Commissioners  had  refused  to  allow.  The  claim  was  made 
on  the  ground  that  the  appellant's  total  income  from  all 
sources  for  the  year  of  assessment,  though  exceeding 
;£i6o,  did  not  exceed  ;£6oo,  and  he  was  therefore  entitled  to 
relief  equal  to  the  income-tax  upon  ;£'i2o.  His  precise 
income  he  stated  at  ;f56i,  made  up  of  £31^  of  salary  (the 
immediate  subject  of  assessment)  and  £24$  which  had 
already  borne  tax.  It  was  conceded  by  the  Crown  that 
that  sum  of  £s^^  was  all  the  income  of  which  he  had  the 
actual  enjoyment,  but  they  contended  that  his  income  from 
all  sources  amounted  to  ^£'2,000  a  year,  if  account  were 
taken,  not  only  of  10  per  cent,  of  the  profits  of  the  busi- 
ness of  R.  &  J.  Dick  paid  to  him  in  cash,  but  of  the  balance 
of  those  profits  credited  to  his  account  in  the  books  of 
R.  &  J.  Dick  in  accordance  with  a  certain  deed  of  arrange- 
ment granted  by  the  late  Mr.  James  Dick  on  4th  March 
1902.  The  question  for  decision  was  whether  that  balance 
of  profits  was  part  of  the  appellant^s  income  for  the  year 
of  assessment,  and  that  depended  on  the  just  construction 
of  the  deed  of  arrangement.  The  late  Mr.  Dick,  who  was 
the  grantor  of  it,  was  the  sole  proprietor  of  a  large  and 
lucrative  business  in  Glasgow  as  a  b<x>t,  shoe,  and  belt 
manufacturer,  and  be  seemed  to  have  conceived  the  idea 
that  the  best  means  of  achieving  the  double  purpose  of 
getting  payment  of  his  large  capital  out  of  the  business 
after  his  death,  and  at  the  same  time  benefiting  the  heads 
of  the  various  departments  of  his  business,  was  to  give 
them  a  prospective  interest  in  the  profits,  and  power  ulti- 
mately to  acquire  the  business  itself.  Accordingly  by  the 
first  article  of  the  deed  he  named  fifteen  employees  (of 
whom  the  appellant  was  one),  and  he  allocated  to  each  of 
them  a  number  of  shares,  varying  in  number  from  ten  to 
two,  and  making  in  all  one  hundred  shares,  with  a  declara- 
tion that  the  provisions  of  the  deed  in  their  faixour  should 
not  become  vested  interests  until  the  whole  of  his  capital 
and  interest  bad  been  paid  out,  and  tkat  it  should  not  be 
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competent  for  them  on  any  ground  whatever  to  dispose  of 
their  interest  in  the  profits  or  in  the  business  itself.  Ten 
per  cent,  of  the  profits  of  the  business  were  to  be  paid 
over  to  these  employees  in  cash,  and  the  remaining  profits 
were  to  be  credited  to  their  respective  accounts  in  the 
books  .of  R.  &  J.  Dick,  uniil  the  whole  of  Mr.  Dick's 
capital  and  interest  was  paid  out.  As  if  to  emphasise 
that  the  interest  of  the  employees  in  their  profits  was  to  be 
contingent  on  Mr.  Dick's  own  capital  being  paid  out,  there 
was  a  declaration  that  the  **  said  remaining  profits  allotted 
*^  to  the  employees  as  aforesaid  shall  be  accumulated  with- 
"out  adding  interest,  and  form* a  fund  available  for  the 
Spaying  out  of  my  capital  from  the  business."  Although 
the  employees  were  to  cany  on  the  business  Mr.  Dick's 
trustees  were  placed  in  a  position  of  absolute  control,  until 
the  whole  of  Mr.  Dick's  capital  and  interest  had  been  fully 
paid  to  them.  At  the  date  of  Mr.  Dick's  death,  on  7th 
March  1902,  his  capital  in  the  business  amounted  to 
£zS^iSS^'  -At  the  same  time  the  firm  of  R.  &  J.  Dick  had 
an  overdraft  of  ;f  1431 177  from  the  bank.  It  was  arranged 
between  the  trustees  and  the  employees  that  the  overdraft 
should  be  liquidated  by  the  employees  before  they  began 
to  pay  out  Mr.  Dick's  capital,  and  by  31st  December  1903, 
so  prosperous  had  the  business  been  that  the  overdraft  had 
been  reduced  by  ;f93,209;  accordingly  ait  31st  December 
1903  the  debt  to  the  bank  stood  at  ;£49,968 ;  the  debt  to 
Mr.  Dick's  trustees  stood  at  its  original  figure  of  /351.550 ; 
and  the  acciunulated  90  per  cent,  of  the  profits  of  the  busi- 
ness credited  to  the  employees  in  the  books  of  the  firm 
amounted  to  ;f 72,076  17s.  id.  The  assessable  profits  of 
the  business  for  the  year  ending  5th  April  1905  were 
;^43,44i,  for  which  an  assessment  had  been  made  on 
R.  &  J.  Dick,  and  paid.  What  was  the  effect  of  the  deed 
of  arrangement  on  the  legal  position  of  these  employees 
until  the  time  arrived  for  Mr.  Dick's  trustees  making  a 
conveyance  of  the  business  in  their  favour?  Were  they 
still  only  employees  with  a  right  to  salary  and  immediate 
payment  of  a  small  percentage  on  profits,  together 
with  a  prospective  and  contingent  interest  in  the 
business  itself?  Or  were  they  a  purchasing  partner- 
ship, with  immediate  entry  to  the  business,  but  with  a 
postponement  of  the  obligation  to  pay  the  price,  and  only 
such  limitations  on  their  right  of  property  as  were  neces- 
sary to  give  the  seller  security  for  the  price?  His  Lord- 
ship had  no  hesitation  in  adopting  the  first  of  these 
alternatives  and  rejecting  the  second.  The  entire  deed 
seemed  to  him  redolent  of  the  granter's  desire  to  keep  the 
business  under  the  control  of  his  trustees  until  the  whole 
of  his  capital  and  interest  had  been  paid  out.  Till  then 
the  employees  were  not  to  touch  a  shilling  of  the  profits 
except  the  small  percentage,  which  was  much  more  appro- 
priate to  active  mianagement  by  a  servant  than  to  the 
position  of  a  principal.  In  short  the  business  was  to  be 
in  law  and  in  fact  the  property  of  the  trustees  until  the 
conditions  were  fulfilled  for  their  conveying  it  to  the 
employees.  If  so,  it  was  impossible  to  predicate  of  the 
appellant  that  his  share  of  the  90  per  cent,  of  profits  was  a 
part  of  his  income  for  the  year  of  assessment.    It  was  no 


doubt  carried  to  his  credit  as  a  book  entry,  but  it  was 
primarily  to  form  a  fund  available  for  the  paying  out  of 
Mr.  Dick's  capital,  and  it  might  never  be  the  property  of 
the  appellant  at  all.  The  King  had  had  his  tax  upon  it  in 
the  hands  of  R.  &  J.  Dick,  and  when  the  Crown  demanded 
that  the  appellant's  presumptive  share  of  their  profits 
should  be  reckoned  as  part  of  his  individual  income,  the 
Crown  must  show  that  the  share  was  not  presumptively  or 
contingently,  but  actually  and  indefeasibly  his.  In  that 
the  Crown  had  failed. 
The  other  Judges  concurred. 
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Bztnet  from  AudtNng,  hy  LAwmsMCS  R.  Dicksbb,  F.CA. 
{Pagt  f«0) 
L4uns$d  HoMSM  present  some  rather  special  features.  The  goodwill 
attacfaiiig  to  the  license  gives  the  lease  or  freehold  of  licensed  premises 
a  market  value  greatly  in  excess  of  their  real  value  as  buildings.  To 
be  pcoperly  ooostdered,  the  value  of  the  premises  and  the  license  must 
be  sqwrated.  The  former  should  be  depreciated  in  the  usual  way, 
leaving  the  Ueense  alone  to  be  considered.  A  license  on  freehold  pr»- 
miaes  does  not  depreciate,  but  a  license  on  leasehold  premises  passes 
away  with  the  premises  and  must  therefore  be  depreciated  like  a  lease. 
A  Hoenae  may  at  any  time  be  lost— either  for  misconduct  or  for  no  rea- 
son—but  this  is  a  contingency  outside  the  scope  of  depreciation.  It 
«ay,  bowevei,  be  provided  against  by  Insuianoe,  which  wonld  appear 
'ahe  a  moat  prudent  course  to  adopt. 

For  feU  partienlan  as  to  U0EI8B8  II8URAIGH  apply  to- 

Iha  LICENSES  INSURANCE  CORPORATION 

AND  GUARANTEE  FUND,  Limitad, 

24  MOORQATE  STREET,  LOHDOh. 


SxeliisiT^  BoAxneM 


Licensed  Property- 


Uceofles  Insored  and  Loans  and  Debentures  on 
Licensed  Property  of  every  description  sruaranteed. 


The  Capltaiiwd  Value  of  the  QoodwIII  of  a  Licensed  Business 
/« the  falue  of  the  iloense,  and  may  be  estimated  upon  a  mere 
Uberal  basis  If  the  license  Is  InsurwI. 


BOROUGH  OF  EILINO. 


APPOINTMENT  OF  AUDITOR. 

'f  HE  Corporation  invite  applications  from  Members  of 
the  Institute  of  Chartered  Accountants,  or  of  the  Incor- 
porated Society  of  Accountants,  to  audit  the  accounts  of  the 
Corporation  in  such  manner  as  the  Corporation  direct  in 
addition  to  the  Auditors  appointed  under  the  Municipal 
Corporations  Acts. 

The  duties  will  be  left  to  the  discretion  of  the  person 
appointed,  but  he  will  be  required  to  report  half-yearly  on 
the  audit  of  each  half-year's  accounts,  and  to  report,  as  and 
when  occasion  shall  require,  on  any  matters  which  shall  have 
come  under  his  notice  which  he  considers  require  mentioning 
in  the  interests  of  the  Borough,  or  which  may  be  referred  to 
him  by  the  Council. 

The  salary  offered  is  fifty  guineas  per  annum,  and  the 
appointment  will  be  made  in  the  first  instance  for  one  year. 

Applications,  with  copies  of  not  more  than  three  recent 
testimonials,  must  reach  me  on  or  before  Monday,  the 
29th  inst.,  addressed  to  me  at  the  Town  Hall,  Ealing, 
London,  W.,  endorsed  outside  "  Re  Auditor." 

Canvassing  members  of  the  Council  will  disqualify. 
GEO.  E.  BRYDGES, 

i«A  JamMvy  1906.  Town  Clerk. 


Wheatley  Kirk,  Price  &  Co., 

(ESTABLISHED   185O) 

VALUERS,  AUCTIONEERS  ft  ARBITRATORS 

OF    EVERY    DESCRIPTION    OF 

WORKS,  PLANT,  MACHINERY,  ft  8T0GIL 


PERIODICAL   VALUATIO.SS  AT  SPECIAL   RATES 

ANNUAL     INSPECTIONS      FOR     DEPRECIATION. 

SALES  OF  WORKS   BY   PRIVATE  TREATY. 

FARTNERSNIPS    IN    ENOINEERINO    PROFESSION     ARRANOBD. 


46   Watling    Street,    London,  E.G. 

and   ALBERT    SQUARE,    MANCHESTER. 
TSLSPHONB  5,077  Bank.       Telegrams— ••  INDICES,  LONDON.' 


B«td.  IS9I. 


GUARDIAN 

ASSURANCE    COMPANY,    Limited. 


FIRE, 


LIFE,     ACCIDENT, 
AND    BURGLARY 


INSURANCE 


Total  Funds  over  £5,000,000. 


Hbad  Office:— 11  LOMBARD  STREET,    LONDON. 
Law   Courts    Branch  :— 21    FLEET    STREET. 


XeaMtid  Bttfcles. 

Receivers  and  Advances. 


A  FULLER  consideration  of  the  decision  oi 
^  the  Court  of  Appeal  in  In  re  The  Glasdir 
Copper  Mines,  Lim,,  which  appeared  on  p.  48 
of  the  last  volume  of  our  Law  Reports,  serves 
to  even  further  emphasise  its  importance  from 
the  point  of  view  of  those  of  our  readers  who 
from  time  to  time  have  occasion  to  act  as 
receivers,  or  as  receivers  and  managers.  It 
may  now,  we  think,  ^e.^talf^n (^(settled  law 
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that  while  a  receiver  appointed  by  the  Court 
to  carry  on  a  business  will  be  personally 
responsible  to  the  creditors  of  the  business  for 
goods  supplied  to  his  order,  and  services 
rendered  upon  his  instructions  (subject,  of 
course,  to  his  right  to  be  indemnified  out  of 
the  estate),  the  position  of  the  receiver  towards 
creditors  for  advances  made  to  him  is  a  little 
more  complicated.  Advances  made  to  a 
receiver  which  have  not  been  authorised 
by  an  order  of  the  Court  would,  we  are  of 
opinion,  be  due  to  the  person  making  such 
advances  by  the  receiver  personally.  Strictly 
speaking,  his  right  to  be  indemnified  out 
of  the  estate  is  in  such  cases  open  to 
question,  as  theoretically  a  receiver  ought  not 
to  borrow  without  the  leave  of  the  Court,  but 
in  practice  such  borrowings  are  frequently 
necessary  owing  to  the  delay  that  usually 
occurs  before  leave  can  be  obtained;  and, 
assuming  that  the  receiver  had  acted  reason- 
ably, there  can  be  little  doubt  that  he  would 
be  all6wed  such  payments  as  he  might 
have  made  out  of  the  moneys  so  advanced  to 
him,  and  would  thus  pro  tanto  be  covered  so 
long  as  sufficient  assets  were  realised. 

In  the  case  of  moneys  borrowed  in  pursuance 
of  an  order  of  Court  it  is  very  usual  for  a 
formal  charge  to  be  executed  by  the  receiver 
upon  the  assets  in  favour  of  the  lender,  and 
generally  such  charge  contains  an  express  pro- 
viso releasing  the  receiver  from  personal 
liability,  and  requiring  the  lender  to  look 
wholly  to  the  estate  for  repayment.  In  such  a 
case  the  exact  measure  of  the  receiver's  liability 
has  been  clearly  defined  by  express  contract. 
Where  no  such  charge  has  been  executed, 
no  special  agreement  has  been  come  to 
between  the  receiver  and  the  lender,  the  terms 
of  the  order,  so  far  as  they  apply,  would  govern 


the  relationship  between  the  parties,  but  under 
normal  circumstances  the  personal  liability  of 
the  receiver  would  continue.  It  frequently 
happens,  however,  in  receivership  actions,  that 
the  lender  is  the  plaintiff,  or  one  of  the  plain- 
tiffs, and  then,  as  in  In  re  Glasdir  Copper  Mines, 
Lim.y  a  question  arises,  in  the  event  of  there 
not  being  sufficient  assets  realised  to  repay 
advances  and  expenses  of  the  receiver  in  full,  as 
to  which  is  entitled  to  priority.  The  Court  of 
Appeal  has  held  that  the  claims  of  the  receiver 
to  be  reimbursed  his  expenses  and  paid  a  fair 
remuneration,  come,  in  the  event  of  a  deficiency 
of  assets,  before  the  claims  of  the  plaintiff  in 
the  action  to  be  paid  even  for  advances  to  such 
receiver — that  is  to  say,  it  is  held,  in  effect, 
that  such  advances  are,  under  these  circum- 
stances, not  repayable  out  of  the  first  moneys 
received  by  the  receiver,  but  are  merely  repay- 
able first  out  of  whatever  balance  may  remain 
in  hand  to  the  credit  of  the  receivership  action 
after  the  claims  of  the  receiver  have  been 
satisfied.  At  first,  the  reason  for  this  some- 
what important  differentiation  between  the 
right  of  a  plaintiff  lender  and  an  outside  lender 
may  seem  a  little  obscure.  When,  however, 
it  is  recollected  that  in  the  event  of  a 
deficiency  of  assets  the  plaintiff  is  always 
liable  to  pay  the  proper  costs  of  his  own 
side,  the  apparent  anomaly  becomes  at  once 
intelligible.  Obviously  there  would  be  nothing 
to  be  gained  by  holding  that  a  plaintiff 
lender  was  entitled  to  be  repaid  advances  in 
preference  to  the  receiver,  if  the  effect  of  such 
ruling  was  to  leave  the  receiver  in  the  position 
of  having  to  at  once  call  upon  the  plaintiff  to 
pay  him  all  proper  charges  incurred  which 
the  estate  proved  insufficient  to  provide  for. 

From  the  point  of  view  of  our  readers,  it  will 
be  seen  that  in  all  cases  practicable  it  is  in  the 
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interest  of  the  receiver  that  he  should  borrow 
such  moneys  as  may  be  necessary,  if  possible, 
from  the  plaintiff,  and  that  the  plaintiffs  in  the 
receivership  action  should  from  choice  be  men  of 
substance,  who  will  be  able  to  pay  all  proper 
charges  incurred  in  the  event  of  the  assets 
proving  insufficient. 


The  Auditor's  Certificate  and    Report  under 
tlie  Act  of   1900. 


I  N  spite  of  the  voluminous  discussion  as  to 
^  the  true  meaning  of  Section  23  of  the  Com- 
panies Act,  1900,  which  has  been  continued  in 
these  columns  almost  without  cessation  during 
the  past  five  years,  the  paper  read  by  Mr. 
Fred.  A.  Jenkins,  F.C.A.,  at  a  recent  meeting 
of  the  Bristol  Chartered  Accountants*  Society 
contains  several  points  which  make  it  worthy 
of  careful  consideration.  This  paper,  which 
was  reproduced  in  our  issue  of  the  30th  ult., 
was  one  of  three  read  at  a  meeting  of  the 
Society  at  which  Mr.  W.  B.  Peat,  F.C.A.,  the 
Vice-President  of  the  Institute  presided,  and 
was  in  every  way  worthy  of  the  occasion. 

The  lecturer  takes  as  his  starting  point  the 
statement  that  We  need  no  Act  of  Parlia- 
ment to  define  our  duties,  which  are  the 
same  now  as  they  ever  have  been,  neither 
can  any  Act  alter  or  affect  the  discharge  of 
those  duties.  This  statement  in  general 
terms  is  a  little  startling,  and  if  literally  inter- 
preted could  only  lead  to  the  greatest  possible 
confusion,  while  possibly  subjecting  some  of 
its  supporters  to  very  serious  legal  responsibili- 
ties. By  defining  that  responsibility  it  can 
certainly  help  to  educate  public  opinion,  and 
thus  indirectly  reduce  the  measure  even  of 
moral  responsibility  by  making  absolutely  clear 
the  full  extent  of  that  which  the  client  can  in 


reason  expect.  But,  even  if  we  assent  to  the 
proposition  that  the  true  measure  of  the  respon- 
sibility of  a  professional  man  cannot  be  whittled 
down  by  Act  of  Parliament,  we  must  at  all 
events  admit  the  right  of  the  Legislature  to 
impose  new  duties,  which ,  even  when  they  clash 
with  previously  conceived  notions,  must  be 
duly  discharged.  The  auditor  may  say  he 
requires  no  Act  of  Parliament  to  tell  him  when 
he  has  discharged  his  duty  to  his  client,  but, 
for  all  that,  it  is  insufficient  for  him  to  make 
his  own  conscience  his  sole  guide.  It  is  necessary 
that  his  duties  should  be  discharged  in  whatever 
manner  may  have  been  prescribed  by  the  Legis- 
lature ;  and  although  the  deficiencies  of  statutory 
prescription  may  be — and  indeed,  of  course, 
should  be — supplemented,  such  regulations  as 
may  have  been  imposed  by  Act  of  Parliament 
must  in  all  cases  be  respected,  even  supposing 
they  should  seem  to  be  directly  opposed  to 
what  individual  practitioners  may  consider  to 
be  wise  or  prudent.  The  point  has,  perhaps, 
not  been  so  clearly  stated  before,  but  there 
can,  we  think,  be  little  doubt  that  the  great 
divergence  of  practice  in  connection  with 
auditors'  certificates,  except  in  so  far  as  it  is 
based  upon  mere  thoughtlessness,  results  from 
practitioners  seeking  to  set  up  their  own 
methods  as  being  better  for  the  client  than  the 
statutory  methods,  and  therefore  to  be  pre- 
ferred. It  seems  to  us  unnecessarily  quixotic 
for  an  accountant  to  voluntarily  run  serious 
pecuniary  risks  in  such  a  case ;  and  certainly  it 
would  seem  unwise  unless  he  is  absolutely  con- 
vinced, not  merely  that  his  own  methods  are 
the  better,  but  also  that  the  statutory  methods 
are  bad. 

The  point  which  those  who  differ  from  us 
seem  to  overlook  is  that  the  Act  has  prescribed 
an  entirely  sufficient  ^jn^ani^^oQ^^gJ^he 
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auditor  to  communicate  his  views  to  those  who 
are  alone  interested  in  the  matter — namely, 
those  shareholders  who  attend  the  general 
meeting,  pass  the  accounts,  and  vote  the  divi- 
dend. It  is  only  for  the  purpose  of  these 
resolutions  that  the  least  necessity  exists  for 
acquainting  shareholders  with  the  true  position 
of  affairs,  and  those  shareholders  who  take 
matters  seriously  may  fairly  be  expected  to 
attend  the  general  meeting,  either  personally 
or  by  proxy.  It  is  possible  that  in  isolated 
cases  information  which  is  limited  to  the 
general  meeting  may  be  kept  back  from  some 
few  shareholders  to  whom  it  would  have  been 
of  legitimate  interest  and  advantage  ;  but  this 
is  as  nothing  compared  with  the  great  benefit 
to  be  derived  from  the  statutory  provision 
enabling  an  auditor  to  freely  communicate  his 
views  to  the  shareholders  without  having  all 
the  time  to  keep  an  eye  upon  the  general — and 
perhaps  hostile — public.  A  report  that  can 
without  detriment  to  the  company  be  seen  by 
the  whole  world  must  in  the  nature  of  things 
be  one  which,  without  detriment  to  the  share- 
holders' interests,  might  equally  well  have  been 
suppressed  altogether. 

If  the  whole  question  were  merely  one  as  to 
whether  auditors  ought  not,  in  the  due  discharge 
of  their  professional  duties,  to  give  their  clients 
more  than  the  bare  minimum  amount  of  infor- 
mation that  the  law  required,  there  would  be 
very  much  to  be  said  in  favour  of  the  full 
publication  of  the  report.  But  when,  as  it  seems 
to  us  is  the  case,  the  whole  policy  of  the  Act  is 
against  the  publication  of  the  report,  so  as 
to  ensure  that  the  auditor  may  be  free  to 
make  whatever  communications  he  thinks 
fit  without  any  thought  of  consequences,  we 
certainly  do  not  agree  that  no  Act  of  Parlia- 
ment can  alter  the  manner  in  which  an  auditor 


should  discharge  his  duties.  Mr.  Jenkins 
i  appears  to  take  his  stand  upon  the  assertion 
that  the  spirit  of  the  Act  is  that  the  share- 
holders as  a  body  shall  be  made  acquainted 
with  the  report,  and  that  anything  that  can 
legitimately  be  done  to  further  this  end  should 
be  welcomed.  Our  retort  is  that  the  spirit  of 
the  Act  is  that  the  auditors'  report  to  the 
shareholders  shall  be  seen  only  by  them,  and 
that  therefore  any  steps  which  may  result  in 
the  report  being  disclosed  to  persons  other 
than  shareholders  are  directly  in  opposi- 
tion to  the  spirit  of  the  Act,  as  they  make  it 
impossible  for  the  auditor  to  word  his  report 
with  that  entire  freedom  which  is  absolutely 
necessary  if  the  best  interests  of  the  company 
I  are  to  be  considered. 

Another  point,  however,  to  which  attention 
is  drawn — which,  we  agree  with  the  lecturer, 
is  far  more  serious — is  the  indefensible  practice 
which  has  grown  up  in  certain  quarters  of 
I  appending  what  appears  to  be  a  report  to  the 
I  certificate  at  the  foot  of  the  published  Balance 
I  Sheet  and  simultaneously  forwarding  an  un- 
published report  to  the  shareholders  in  general 
meeting  in  entirely  different  terms.  We  have 
no  hesitation  in  saying  that  such  a  practice  is 
seriously  likely  to  mislead,  and  quite  apart  from 
its  undesirability  from  a  professional  point  of 
view  is,  we  think,  fraught  with  the  very  gravest 
danger  to  the  auditor  if  questions  affecting  his 
legal  responsibility  should  arise.  This  point 
was  raised  in  a  letter  which  appeared  recently 
in  the  columns  of  The  Financial  News.  In 
view  of  its  importance  we  make  no  apology 
for  reproducing  it  in  full,  only  suppressing 
names,  which  for  our  present  purposes  are 
immaterial  : — 

Sir,— At  the  annual  general  meeting  of  a  company,  held 
recently,  a  point  was  raised  with  regard  to^e  auditors' 
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r^x>it  on  the  Balance  Sheet,  which  appears  to  me  to  be 
a  very  interestini^  one,  from,  a  shareholder's  point  of 
view.  In  the  ordinary  course,  at  the  annual  general 
meeting,  when  accounts  are  presented  to  the  share- 
holders,  the  secretary  is  called  upon  to  read  the  notice 
convening  the  meeting  and  also  the  auditors'  report. 
At  the  meeting  to  which  I  refer  the  auditors'  report, 
printed  at  the  foot  of  the  Balance  Sheet,  was,  by  a 
clear  oversight,  omitted  to  be  read.  A  shareholder 
present,  having  noted  the  omission,  pointed  it  out  to 
the  chairman,  who  directed  the  report  to  be  read  to  the 
meeting,  whereupon  I  was  surprised  to  find  that  the 
auditors^  report,  as  then  read,  contained  further,  to 
my  mind,  relevant  information  regarding  the  accounts 
to  that  printed  at  the  foot  of  the  Balance  Sheet. 

A  representative  of  the  auditors,  who  was  present, 
on  my  referring  to  the  matter,  informed  the  share- 
holders that  it  had  never  properly  been  decided  as  to 
the  exact  form  in  which  the  auditors'  report  should  be 
made.  My  contention,  however,  is  that,  inasmuch  as 
the  auditors  are  appointed  by  the  shareholders,  and 
not  by  the  board,  any  report  which  they  may  make 
regarding  the  annual  accounts  should  be  com- 
municated to  the  shareholders  in  extenso  at  the  foot 
of  the  Balance  Sheet  issued  to  the  shareholders.  I 
would  respectfully  submit  that  the  point  I  raise  is  one 
worthy  of  consideration,  and  therefore  hope  you  may 
see  your  way  to  find  space  in  your  valuable  paper  to 
insert  this  letter. — ^Yours  faithfully. 

Shareholder. 

The  writer  of  the  above  letter  clearly  does  not 

understand  that  the  Legislature  lias  provided 

how  an  auditor  shall  report  to  the  shareholders, 

but   his  protest    against   the   real   (statutory) 

report   and    the    printed    report    differing   in 

material   particulars    cannot   be   too   strongly 

supported.   Of  course,  the  only  possible  remedy 

is  to  omit  everything  in  the  nature  of  a  report 

from  the  printed  certificate. 


Meelilfi  notes. 


YiM  taUway  ^^'^  ^^^  Journal  points  out  that  it  is 
Firtt  Act.  very  unusual  for  an  Act  of  Parliament 
to  be  suspended  from  coming  into  operation  until  two 
and  a-half  years  after  it  has  become  law.  The  Railway 
Fires  Act,  1905  (wLich  is  the  case  in  point),  received  the 
Royal  Assent  on  4th  August  last,  yet  will  not  take  effect 
until  January  ist  1908 !  The  measure  provides,  super- 
seding the  rule  in  Vaughan  v.  The  Taff  Vale  Railway 
Company^  but  applying  that  in  Fletcher  v.  Ry lands,  that 


where  damage  is  caused  to  agricultural  land  or  crops  by 
fire  arising  from  sparks  or  cinders  emitted  from  a 
locomotive,  the  fact  that  the  engine  was  used  under 
statutory  authority  shall  not  affect  liability  for  damages. 
The  railway  companies  cannot  complain  that  they  have 
not  time  within  which  to  look  round,  and  meantime, 
doubtless,  inventors  will  be  busy  seeking  new  devices. 


National  Bank  The  Berne  correspondent  of  the  Frank- 
of  SwiUorland.  fUrter  Zcitung  gives  some  interesting 
particulars  regarding  the  new  Swiss  National  Bank, 
which  has  now  received  the  final  approval  of  the 
Federal  Parliament.  The  bank  is  established  merely 
for  the  issue  of  notes  and  the  discounting  of  bills.  It 
is  a  compromise  between  a  State  bank  and  a  private 
bank  in  the  capitalisation  of  which  the  Cantons  par- 
ticipate as  to  two-fifths,  the  hitherto  existing  banks  of 
issue  as  to  one-ftfth,  and  private  capital  as  to  the 
remainder  of  the  shares.  It  is  managed  under  the 
co-operation  and  supervision  of  the  Federal  Govern- 
ment. The  metal  reserve  is  fixed  at  40  per  cent,  of^the 
value  of  the  notes  in  circulation.  Arrangements  are 
made  for  the  Federal  Government  to  share  in  the 
profits  after  4  per  cent,  has  been  paid.  The  duration 
of  the  charter  is  twenty  years,  and  the  bank  is  respon- 
sible to — 

The  General  Assembly  of  Shareholders. 
The  Bank  Council. 
(40  members,  15  of  whom  are  appointed  by  the 
General  Assembly,  aud  25   by  the    Federal 
Council,  for  a  period  of  four  years.) 
The  Bank  Commitlee. 
The  Local  Committee. 
The  Committee  of  Revision ;  and 
The  Directorate. 
Most  continental  banks  make  quite  a  feature  of  the 
flotation  and  management  of  industrial  concerns  and 
stockbroking,  &c.,  but  the  Swiss  institution  seems  to 
have  been  conceived  on  British  lines. 


American  The  recent  revelations  in  insurance 
iniuranoe  Reform,  methods  as  they  are  understood  in  the 
United  States  have  been  followed  with  much  interest 
in  this  country,  and  the  appended  reported  recommend- 
ations of  the  Armstrong  Investigating  Committee  are 
worthy  of  notice : — 

(i)  That  policy-holders  have  an  effective  voice  in  the 
i  government  of  the  companies. 

(2)  That  there  be  full  publicity  to  the  policy-holders  in 
'  regard  to  the  management  of  the  company's  afiairs. 
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(3)  That  a  uniform  system  of  aadits  and  accounts  be 
prescribed  by  the  State  Insurance  Department. 

(4)  That  policies  be  limited  to  certain  standard  forms. 

(5)  That  policies  be  safeguarded  further  than  at  present 
against  forfeiture. 

(6)  That  deferred  dividend  policies  be  either  prohibited 
or  greatly  restricted. 

(7)  That  the  companies  be  obliged  to  make  an  equitable 
distribution  of  the  surplus  to  policy-holders  at  stated 
periods. 

(8)  That  the  companies  make  larger  investments  in  real 
estate  bonds  and  mortgages. 

(9)  That  the  control  of  subsidiary  companies  be  pro- 
hibited. 

(10)  That  investment  in  corporate  bonds  be  regulated  so 
as  to  prevent  speculation  and  losses  in  attempts  to 
float  doubtful  enterprises. 

(11)  That  deposits  with  or  loans  to  moneyed  corporations 
be  suitably  restricted. 

(12)  That  the  discretion  of  the  directors  be  subject  to 
judicial  and  administrative  review. 

The  details  of  workiog  out  these  recommendatioos  in  a 
practical  manner  will  necessarily  take  time,  and  may 
involve  a  slight  change  of  basis  from  the  original  ideas, 
but  it  seems  fairly  certain  that  the  ultimate  object  is 
to  prevent  insurance  directors  from  serving  conflicting 
interests,  and  it  is  by  no  means  unlikely  that  a  Bill 
will  be  put  forward  prohibiting  the  control  by  a  life 
assurance  company  of  any  subsidiary.  Where  so  much 
that  is  undesirable  exists,  the  reformers  will  do  well  to 
clear  away  the  wreckage  before  commencing  to  rebuild. 


-  -  .^j  We  understand  that  an  Association  of 
of  EleotlYe  Elective  Auditors  has  been  organised, 
Aaditorg.  ^^^  jjg^g  its  headquarters  at  Hadfield. 
At  a  time  like  the  present,  when  there  seems  every 
likelihood  of  elective  auditors  being  at  last  improved 
out  of  existence,  it  seems  a  little  late  in  the  day  for 
them  to  attempt  to  organise.  Possibly,  however,  the 
object  of  the  movement  is  to  protect  its  members 
against  this  threatened  extinction.  If  so,  it  may  very 
likely  work  up  a  fair  membership  among  the  class  of 
individuals  who — some  by  their  incompetence,  and 
others  by  their  excessive  zeal — have  brought  municipal 
auditing  into  contempt  during  the  past  24  years,  but  we 
venture  to  think  that  outside  support  is  not  likely  to 
be  very  considerable. 


The  Local         '^^®  names  of  the  Departmental  Corn- 
Authorities*       mittee  appointed  to  inquire  into  the 
Accoanto  Inquiry,  accounts   of    Local   Authorities  have 
now  been  announced.       They   are   as    follow : — Mr. 
"Mter  Runciman,  M.P.  (chairman),  Mr.  J.  Bromley, 


C.B.,  Mr.  T.  Pitts,  C.B.,  Mr.  R.  Barrow,  Mr.  E.  P. 
Burd,  Mr.  J.  J.  Burnley,  Mr.  J.  Gane,  and  Mr.  Merri- 
field.  Mr.  G.  R.  Snowdon,  of  the  Local  Government 
Board,  will  act  as  secretary.  From  the  above  list  it 
will  be  seen  that  the  President  of  the  Board  is 
not  acting  upon  the  recommendation  of  the  Joint 
Parliamentary  Committee  of  1903,  for  that  Committee 
suggested  an  inquiry  by  representatives  of  each  of  the 
leading  societies  of  professional  accountants.  Under 
the  circumstances  there  is,  of  course,  considerable  risk 
that,  whatever  the  finding  of  the  Committee,  it  will 
not  meet  with  general  acceptance.  It  is,  however, 
only  fair  to  await  its  report  before  expressing  any 
opinion  with  regard  to  the  matter  one  way  or 
the  other. 


The  Uoemployed   At  a  meeting  of  the  central  body  for 
Fond.  London  under  the  Unemployed  Work- 

men's Act,  1905,  which  was  held  last  week,  it  was 
reported  that  ;f 42,91 2  had  been  received  from  the 
Queen's  Fund,  and  that  ;f 4,650  had  been  expended  to 
date.  It  was  decided  to  engage  an  outside  professional 
accountant,  at  a  salary  of  ;f  150  a  year,  to  be  responsible 
for  the  keeping  of  the  accounts.  This  proposition  did 
not,  of  course,  suit  the  mors  progressive  members,  but 
bearing  in  mind  that  whatever  course  it  pursues  the 
central  body  is  fairly  sure  to  come  in  for  a  good  deal  of 
criticism,  it  has  no  doubt  acted  wisely  in  narrowing  the 
issue  by  at  all  events  making  the  accuracy  of  its  stated 
accounts  a  matter  beyond  discussion. 


«...    -.X  At  a  meeting  of  the  Court  of  Common 

The  City  ** 

Corporation       Council  held  last  week  it  was  unani- 

Finanoei.         mously  resolved  :  "  That  the  thanks  of 

"  the  Court  be  tendered  to  Mr.  Harvey  Preen,  F.C.A., 

"  whose  expert  services  as  Chairman  of  the  Coal  and 

"  Corn  and  Finance  Committee  during  the  years  1904-5 

**have  ensured  a  proper  adjustment  of  expenditure  to 

"  income,  and  demonstrated  beyond  doubt  the  efficacy 

**  of  the  budget  system  as  a  controlling  influence  on  the 

"  finances  of  the   Corporation."      In    proposing    the 

resolution,  Mr.  Deputy  Ellis  stated  that  the  result   of 

Mr.  Harvey  Preen's  first  year's  work  was  the  showing 

of  a  surplus  of  ;C  15,000,  and  that    last    year  would 

probably  produce  a  surplus  largely  in  excess  of  ;f6,ooo. 

These  excellent  results  of  skilled  financial  control  are 

as  satisfactory  as  is  the  Council's  appreciation  of  the 

fact  that  they  are  directly  due  to  the  chairmanship  of 

a  member  of  the  accountancy  professioiy/^QJp 
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All  Old  At  the  Burton  County  Court  on  the 

Bankraptoy.       lyth  inst.  his  Honour  Judge  Lindley 
ordered  that  a  sum  of  about  ;f  300  be  divided  among 
the  creditors  of  one  Scattergood,  who  failed  at  Burton- 
on-Trent  26  years  ago  and  afterwards  proceeded  to  the 
States  without  obtaining  his  discharge.    The  creditors 
only  received  is.  3d.  in  the  £  at  the  time,  but  a  relative 
of  the  bankrupt  subsequently  died  leaving  him  ;^2oo  in 
an  English  bank,  which  has  since  increased  by  accumu- 
lation of  the  interest  to  something  like  jf30o.    The 
creditors,  if  they  are  still  to  be  found,  are  to  be  con- 
gratulated   upon    their   good    fortune,  but    that  Ihe 
interest   should  have  accumulated  to  50  per  cent,  of 
the  original  amount  while  the  money  was  awaiting  a 
claimant  does  not  speak  very  well  for  the  vigilance  of 
the  officials  whose  duty  it  is  to  look  after  the  interests 
of  the  creditors  of  undischarged  bankrupts  after  the 
trustee  has  obtained  his  release.    The  question  is  one 
that  certainly  merits  more  attention  than  it  has  hitherto 
received,  inasmuch  as  the  Bankruptcy  Discharge  and 
Closure   Act    makes    it    impossible    under  any  such 
circumstances  for  the  creditors  to  appoint  a  profes- 
sional trustee  to  look  after  them. 


A  DtMctor's  ^i"*  Justice  Warrington  had  an  appli- 
QoAlilleaiioiu  cation  before  him  last  week  in  the 
matter  of  The  City  of  London  Bond  and  Debenture  Cor- 
poratum^  Lim.j  which  demonstrates  the  need  for  a  more 
reasonable  appreciation  of  their  position  and  duties  on 
the  part  of  directors  generally,  to  which  we  drew 
attention  when  commenting  recently  on  a  paper  read 
by  Mr.  Francis  W.  Fixley,  F.C.A.,  at  a  meeting  of  the 
Institute  of  Directors.  In  this  case  the  application 
was  for  an  order  that  the  liquidator's  certificate  and 
list  of  contributories  should  be  varied  by  excluding  the 
applicant's  name  as  a  holder  of  ten  ;f5o  ordinary 
shares  in  the  company.  It  was  alleged  that  the  appli- 
cant's name  as  a  director  of  the  company  had  been 
placed  upon  the  prospectus  without  his  authority,  but 
it  W2LS  admitted  that  he  had  subsequently  attended 
meetings  of  the  board  and  also  the  statutory  meeting 
of  the  company,  and  that  the  promoter  had  promised 
to  give  him  his  qualifying  shares,  although  he  had 
never  done  so.  Under  these  circumstances  his  Lord- 
ship had  no  alternative  but  to  hold  that  the  applicant 
had  withdrawn  or  waived  any  objection  that  he  might 
have  raised  to  the  statement  that  he  was  a  director, 
and  that,  as  he  had  not  qualified,  the  liquidator  was 
justified  in  putting  bis  name  on  the  list  of  contributories 
for  the  amount  of  bis  qualification  shares.    It  is  little 


short  of  extraordinary  how  many  otherwise  excellent 
persons  seem  to  be  under  the  impression  that  they  can 
properly  embark  upon  their  duties  as  the  director  of 
a  company  with  the  acceptance  of  a  secret  present 
from  one  of  the  very  persons  from  whom,  should  the 
need  arise,  they  are  expected  to  protect  the  share- 
holders. 


Manicipal  Auditi  Our  contemporary  The  Municipal 
Bo-oaUed.  Journal,  in  its  issue  of  last  week, 
attempts  to  deal  with  our  article  of  the  13th  inst.,  in 
which  we  stated  that  the  only  possible  objections  that 
could  be  raised  to  any  form  of  audit  are  (i)  that  those 
responsible  for  the  business  management  do  not  desire 
the  true  state  of  affairs  to  be  generally  known,  or  (2) 
that  they  do  not  admit  the  competence  of  those 
deputed  to  perform  the  audit  to  discharge  their  duties. 
Our  contemporary  says  "  The  Accountant  exists  to  serve 
"  the  interests  of  those  professionals  who  make  money 
"  out  of  the  audit  of  accounts.  They  are  an  admirable 
*'  body  of  gentlemen  who,  as  financiers,  are  head  and 
"  shoulders  above  the  auditors  of  the  Local  Government 
'*  Board,  This,  however,  is  not  a  question  of  mere 
*'  finance.  Provisions  for  depreciation  and  obsolescence, 
"  the  methods  of  charging,  the  allocation  of  profits,  and 
"  other  considerations  that  are  political — not,  of  course, 
"  using  the  word  in  its  party  sense — and  scientific, 
"  enter  into  the  problem."  It  would  indeed  be  interest- 
ing to  know  what  all  this  has  to  do  with  the  subject  at 
issue.  We,  of  course,  grant  that  what  our  contem- 
porary describes  as  the  political  aspect  of  the  problem 
is  entirely  outside  the  scope  of  any  audit  properly 
so-called,  and  it  certainly  would  not  be  infringed  upon 
by  professional  auditors,  who  at  least  may  be  relied 
upon  to  know  what  an  audit  is  and  what  it  is  not.  If 
any  scheme  of  financial  control  by  a  central  body  is  to 
be  formulated,  such  control  should  certainly  not  be 
exercised  through  professional  auditors.  Our  point  is, 
however,  that  before  any  control  can  be  exercised,  or 
even  any  criticism  —  favourable  or  otherwise  —  be 
offered,  the  facts  must  be  ascertained.  A  professional 
audit  would  reveal  those  facts,  which  at  present  are 
unfortunately  frequently  obscure,  and  it  is  to  be  feared 
not  infrequently  intentionally  obscured.  Possibly 
we  do  exist  to  serve  the  interests  of  those  who 
make  money  out  of  the  audit  of  accounts,  but,  be  that 
as  it  may,  the  political  aspect  of  the  matter  is  not  that 
which  interests  us,  nor  is  it*  the  reason  why  we  con- 
sistently advocate  the  importance  of  a  proper  profes- 
sional audit.  Among  the  ranks  (^.professional 
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accountants  there  are  probably  quite  as  many 
advocates  of  municipal  progressiveness  as  among  any 
other  class  of  educated  men,  but  these  at  least 
know  that  a  cause  worth  pursuing  was  never  yet 
hindered  by  straightforwardness  and  truth.  We  have 
no  hesitation  in  saying  that  those  who  seek  to  conceal 
what  is  being  done  by  our  local  authorities  are  the  real 
enemies  of  municipal  progress. 


Correspondence  and  Bnqutries^ 

All  commanlcatlons  to  the  Editor  «lioald  bo 
by  letter  only. 

[We  art  at  all  times  ready  to  insert  correspondence  on 
matters  of  interest  to  the  Profession^  hut  we  do  not  of  course 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended 
for  curr&it  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents,  not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faith,"] 

Income  Tax. 

(To  the  Editor  of  The  Accountant.) 

Sir, — I  should  be  glad  to  have  your  views  upon  the 
following  case : — 

A.  B.  carried  on  business,  and  was  assessed  under 
Schedule  D.  His  son,  C.  D.,  was  not  a  partner,  but  an 
employee  of  the  business  at  a  salary.  This  salary  was 
assessed  under  Schedule  D.  On  August  ist  1905 
A.  B.  retired  from  the  business,  and  handed  it  over  to 
C.  D.  When  C.  D.  became  proprietor  of  the  business 
his  salary  ceased  to  be  an  expense  chargeable  against 
the  profits,  at  least  for  the  purpose  of  assessment. 

The  returns  were  made,  and  the  assessments  com- 
pleted, before  these  arrangements  were  effected. 

C.  D.  claims  to  have  the  assessment  on  his  salary 
reduced  to  one-third — i.e.,  four  months  from  April  5th 
to  August  I  St. 

The  Surveyor  of  Taxes  does  not  agree  to  this,  and 
claims  tax  on  a  full  year's  salary  to  April  5th  1906. 

I  submit  that  an  income  can  only  be  taxed  for  the 
time  during  which  it  is  actually  received. 

Yours  respectfully, 

I'jth  January  1906.  C.  W. 

Directors  v.  Auditors. 

(To  the  Editor  of  The  Accountant.) 
Sir, — We  have  observed  in  your  issue  of  the  13th 
inst.  an  article,  under  the  heading  of  "  Directors  v. 
Auditors/'  in  which  reference  is  made  to  ourselves. 


In  that  article  you  state  that  the  investments  in 
question  "  might  conceivably  represent  a  legitimate 
Secret  Reserve."  This  strikes  us  as  an  extremely 
dangerous  principle  to  take  up  and  defend. 

We,  for  our  part,  fail  to  see  how  an  auditor  who 
gives  an  unqualified  certificate  in  accordance  with  the 
Companies  Act,  1900,  could  justify  the  exclusion  of 
any  asset  from  the  company's  Balance  Sheet  of  which 
he  had  knowledge. 

With  regard  to  your  criticism  of  the  fact  that  our 
report  was  printed  at  the  foot  of  the  Balance  Sheet,  we 
would  point  out  that  the  Balance  Sheet  is  printed  and 
published  by  the  Board  and  not  by  ourselves,  and  had 
the  Board  wished  to  do  so  they  could  have  printed  the 
certificate  only,  relying  on  the  fact  that  the  Act  would 
give  them  justification. 

While  in  principle  we  are  entirely  in  accord  with 
your  view  that  the  report  is  a  confidential  document 
which  should  be  read  only  to  those  shareholders  who 
are  present  at  the  meeting,  this  is  a  course  which  is 
now  very  rarely  followed  in  practice.  A  certain 
number  of  firms,  including  ourselves,  adopted  this 
when  the  Act  came  into  force,  but  it  was  found  that 
shareholders  generally  objected  to  it,  preferring  to 
have  the  report  in  full  with  the  Balance  Sheet. 

With  regard  to  other  matters  in  your  article,  we  do 
not  feel,  owing  to  our  position  in  the  matter,  at  liberty 
to  comment  freely. 

We  should  like,  however,  to  say  in  conclusion  that 
in  giving  you  the  facts  we  had  not  in  mind  the  airing 
of  a  grievance  of  our  own,  but  a  desire  to  call  the 
attention  of  the  profession  to  the  unsatisfactory  nature 
of  their  tenure  of   office,  with    a  view   to  its  being 

remedied. 

Yours  faithfully, 
CREWDSON,  YOUATT  &  HOWARD. 
London f  iSth  January  1906. 
[See  our  leading  article  this  week. — Ed.  Acct,] 


Colliery  Shortworklngs. 

(To  the  Editor  of  The  Accountant.) 

Sir, — In  reply  to  your  correspondent's — "  Tonnage 

Rent " — interesting   letter    on  colliery  shdrtworkings, 

he  makes  out  a  very  good  case  for  the  charging  of  the 

actual    rent    payable,    regardless   of    short  workings 

annually  against  Revenue,  but  where  the  excess   of 

minimum  rent  over  royalties  earned  is  treated  as  an 

asset  every  precaution  should  be — and  doubtless  is — 

taken  to  see  that  it  is  only  so  treated  when  there  is  no 

practical  uncertainty  as  to  it  being  recouped  out  ot 

subsequent  workings.  {^^  ^^  ^^  ^T  ^ 
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In  my  opinion  also,  the  position  of  present  share- 
holders mast  be  considered ;  and  why  should  future 
shareholders  benefit  at  their  expense,  as  they  undoubt- 
edly would  if  shortworkings  were  dealt  with  on 
"  Tonnage  Rent's "  system  ?  I  do  not  see  sufficient 
danger  in  the  system  against  which  your  correspondent 
argues  to  justify  his  contention ;  and  it  seems  to  me  the 
correct  way  is  to  charge  agaiast  each  year's  workings 
the  actual  royalties  on  such  workings,  and  to  carry 
forward  the  difference  between  the  minimum  rent  and 
the  royalties  payable  as  a  payment  in  advance  on 
future  workings  :  provided  always  that  there  is  reason- 
able cause  for  the  belief  that  the  future  "  get "  will 
allow  of  this,  and  at  the  same  time  having  regard  to 
any  restrictions  the  lease  may  impose. 

I  am,  Sir,  yours  faithfully, 

J7tk  January  1906.  ROYALTY. 


Co-operative  Dairies. 

(To  (he  Editor  of  The  Accountant.) 
Sir, — I  shall  be  pleased  if  any  of  your  readers  can 
inform  me  if  and  where  any  literature  od  the  formation 
and  development  of  a  Farmers'  Co-operative  Dairy  can 
be  obtained. 

Yours  faithfully, 

19/A  January  1906.  STUDENT. 


Form  of  Balance  Sheets. 

(To  the  Editor  of  The  Accountant.) 
Sir, — With  regard  to  the  paper  in  this  month's  issue 
of  ThA  Accountants"  Journal  dealing  with  the  criticism 
of  a  Balance  Sheet,  the  author  states,  under  the  head- 
ing of  **  Debentures  and  Mortgages,"  that  the  liability 
of  the  company  upon  debentures  should  be  shown  at 
the  fall  amomit,  less  ike  discount,  if  they  have  been  so 
issaed.  Is  this  not  incorrect,  as  the  company's 
liability  is  the  par  value  of  the  debentures  and  should 
be  stated  at  that  amount,  the  discount  being  included 
on  the  asset  side  of  the  Balance  Sheet  under  some 
heading  such  as  "  Discount  on  Issue  of  Debeatures  "  ? 
I  am  very  pleased  to  see  that  the  suggestion  I  made  to 
The  Accountant  some  time  ago  has  been  acted  upon  by 
Mr.  M.  Webster  Jenkinson,  and  I  trust  that  the  column 
entitled  "Overheard  in  the  Office"  will  be  in  the 
future  one  of  the  prominent  features  of  your  very 
interesting  paper. 

Yours  faithfully, 

COUNTRY  PRACTITIONER. 
iqHh  January  1906. 


Receipt  Stamps—EvaAion. 

(To  the  Editor  of  The  Accountant.) 
Sir, — I  shall  be  obliged  if  you  can  inform  me 
whether  a  firm  which  has  received  a  cheque  week  by 
week  in  payment  of  its  weekly  accounts  can  legally 
give  a  collective  receipt  for  a  number  of  the  cheques, 
by  putting  all  the  weekly  accounts  on  one  statement 
and  affixing  one  penny  stamp  to  the  statement  instead 
of  giving  a  separate  stamped  receipt  for  each  amount, 
which  has  been  over  £z  in  each  case. 

Could  you  also  give  me  the  date  and  reference  of  an 
action.  The  Attorney -General  v.  Carlton  Bank^  Lim.^  for 
the  recovery  of  a  considerable  sum  byway  of  penalties, 
by  reason  of  an  officer  of  the  bank  having  received 
moneys  from  another  officer  of  the  company  (who  had 
collected  such  moneys  on  behalf  of  the  bank),  giving 
the  latter  initialled  documents  as  an  acknowledgment 
he  had  received  the  amounts  shown  on  such  document 
without  giving  stamped  receipts. 

Yours  faithfully. 


20th  January  1906. 


ENQUIRER. 


[For  reports  of  this  case,  A  ttorney -General  v.  Carlton 
Bank,  Lim.,  see  25  Accountant  Law  Reports,  pp.  68-g8.— 
Ed.  Acct,] 


Licensing  Act  and  Income  Tax. 

(To  the  Editor  of  The  Accountant.) 
Sir, — Ttie  following  memorandum    issued    by   the 
Brewers'  Society  to  its  members  in  December  last,  will, 
no  doubt,  be  of  interest  to  "  License,"  whose  inquiry 
appeared  in  your  issue  of  the  20th  inst. ; — 

"The  amount  of  the  levy  can  be  deducted  in  the 
Schedule  D  returns  of  a  brewer  in  respect  of  licensed 
houses  which  he  occupies  by  a  manager,  but  not  in 
respect  of  houses  let  to  tied  tenants.  This  view  is 
based  on  the  opinion  of  Mr.  Danckwerts,  K.C., 
recently  taken,  and  he  bases  his  view  on  the  decision 
in  Brickwood  v.  Reynolds,  decided  on  the  analogous 
case  of  repairs  to  licensed  houses.  The  basis  of  the 
decision  is  that  only  such  matters  may  be  deducted 
as  relate  exclusively  to  the  business  of  the  brewer, 
whereas  the  business  carried  on  in  a  tied  house  is 
essentially  the  business  of  the  tenant  and  only 
indirectly  the  business  of  the  bre^rer," 

Yours  faithfully, 

J.  W.  STEAD,  F.C.I.S. 

Leeds,  January  22nd  1906.  /^ r\r\n\o 
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Accountants  Touting  for  Business. 

(To  the  Editor  of  The  Accountant.) 
Sir, — Referring  to  the  letter  under  title  "  Accoun- 
tants Touting  for  Business  "  in  the  last  number  of  your 
valuable  paper,  may  I  suggest  to  your  correspondent 
that  the  reply  given  by  Dr.  Samuel  Johnson  to  the 
question,  "  Should  lawyers  solicit  employment  ?  "  is 
applicable  to  the  case  under  consideration.  I  give 
below  the  extract  as  it  appears  in  Boswell's  Life. 

BoswelL^*'  You  would  not  solicit  employment,  sir,  if 
you  were  a  lawyer  ? " 

Johnson, — "  No,  sir ;  but  not  because  I  should  think 
it  wrong,  but  because  I  should  disdain  it.  However,  I 
would  not  have  a  lawyer  to  be  wanting  to  himself  in 
using  fair  means.  I  would  have  him  to  inject  a  little 
hint  now  and  then  to  prevent  his  being  overlooked." 


I  am,  yours  faithfully, 


22nd  January  1906. 


FREDERIC  DIXON. 


Zbc  5n0tttute  of  Cbartere^  accountants 
in  £ndlan&  an&  Males* 


The  following  is  a  list  of  applicants,  admitted  at  the 
Council  meeting  held  on  the  loth  January  1906,  who  com- 
pleted their  membership  before  the  25th  inst. :  — 

Associates  elected  Fellows. 

Ashford,  Harcourt  (Gibson  &  Ashford),  39  Waterloo  Street, 

Birmingham  ;  and  at  London. 
Dangerfield,  Athelstan,  56  Cannon  Street,  E.C. 

Fletcher,  Ernest  Heming  (Den man  &  Fletcher),  Bank 
Chambers,  Yeovil. 

Frith,  Ernest  Henry  (E.  H.  Frith  &  Co.),  Rood  Lane 
Chambers,  E.C. 

Halsey,  Laurence  Edward  (Price,  Waterhouse  &  Co.), 
3  Frederick's  Place,  Old  Jewr}',  E.C. 

Ilovey,   Charles  Howell   (C.   H.    Nevill,   Hovey   &   Co.), 

I  &  2  Great  Winchester  Street,  E.C. 

Thurgood,    Harry     Voce     (Drury,     Thurgood     &    Co.), 

II  Queen  Victoria  Street,  E.C;  and  at  Guildford. 

Whittaker,  Arthur,  Parr's  Bank  Buildings,  3  York  Street, 
Manchester. 

Admitted  as  a  Fellow. 

Riches,  Henry  (Frank  Hyland  &  Riches),  81  Cannon 
Street,  E.C. ;  and  at  Ashford,  Folkestone,  Hastings,  and 
Maidstone. 


Admitted  as  Associates  in  Practice, 
Barron,  Arthur  Henry,  13  New  Street,  York. 
Costello,  James  Edward,  90  Cannon  Street,  E.C. 


Aeetind0  tor  tbe  ensuind  TRIleeli* 


Monday  —  Institute  of  Chartered  Accountants. — 
Library  and  Publication  Committee,  at  3  p.m. 

Tuesday  —  Institute  of  Chartered  Accountants.  — 
General  Purposes  Committee,  at  3  p.m. 

Students  Societies'  Grants  Committee,  after  above 
Committee. 

Thursday — Edinburgh  Chartered  Accountants  Students' 
Society.— Lecture,  *'The  Valuation  of  Public  Under- 
takings in  Scotland  for  Assessment  Purposes,"  by 
Mr.  Robert  Jackson,  H.M.  Assessor  of  Railways  and 
Canals  in  Scotland,  at  the  Hall  of  the  Society  of 
Accountants,  27  Queen  Street,  at  8  p.m. 

Friday — Institute  of  Chartered  Accountants. — Parlia- 
mentary and  Law  Committee,  at  3  p.m. 


1tepfew0* 


A  Guide  to  Income  and  Property  Tax  Assessment 

and  Recovery,  Complete  with  Forms  and 

Fuli  Instructions  for  Taxpayers. 


By  H.  Theobald,  Incorporated  Accountant. 


London,  1905 :  The  Pioneer  Press.    Price  3s.  6d.  net. 

This  little  work  contains  a  great  deal  of  useful  information 
arranged  in  a  popular  manner.  The  author  has  boldly 
discarded  the  method  of  the  Income  Tax  Acts,  and  classifies 
his  subject,  not  according  to  the  nature  of  the  property  taxed, 
but  according  to  the  description  of  the  taxpayer.  Thus  we 
find  the  familiar  Schedules  A,  B,  D,  dealt  with  under  such 
heads  as  *' Property  Owners,"  •*  Farmers,"  *•  Traders," 
*' Professional  Men,"  &c.,  "Clergy,"  and  "Ministers." 
From  the  popular  point  of  view  such  an  arrangement  has 
its  advantages,  but  it  is  one  a  little  difficult  to  consistently 
adhere  to,  a  difficulty  apparently  felt  by  Mr.  Theobald  in 
dealing  with  Schedules  C  and  £.  Tbe  te«Uis  divided|Up  into 
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articles,  for  each  of  which  authority  is  given,  and  so  far  as  the 
statutory  authorities  are  concerned  they  are  for  the  most  part 
correct,  though  one  or  two  slips  occur.  The  case  references 
are,  however,  unfortunately  practically  useless,  no  known 
system  of  reference  being  adopted. 


A  Treatise  on  the  Power  and  Duty  of  an  Arbitrator, 
and  the  Law  of  Submissions  and  Awards. 


By  Francis  Russell,  M.A. 


Ninth  Edition  by  Edward  Pollock  and  Harold  Warren 
Pollock.  B.A, 


London,  1906 :  Stevens  &  Sons,  Lim.;  Sweet  &  Maxwell,  Lim. 
Price  30s. 

The  ninth  edition  of  this  standard  work  on  the  Law  of 
Arbitration  presents  no  new  feature  of  importance  calling  for 
any  lengthy  remarks  at  our  hands,  but  the  extension  of  the 
jurisdiction  of  the  Masters  under  Order  XIV.,  R.  7,  of  the 
R.  S.  C,  whereby  on  an  application  for  judgment  under  that 
order  an  order  may  be  made,  with  the  consent  of  the  parties, 
referring  the  action  to  a  Master  as  a  referee  under  the 
Arbitration  Act,  1889,  Section  14,  is  duly  noticed,  as  well  as 
several  alterations  made  in  some  of  the  statutes  containing 
provisions  for  arbitration,  notably  by  the  Agricultural  Hold- 
ings Act,  1900,  and  the  Factory  and  Workshop  Act,  igoi. 


Some  |>oint0  tii  Municipal  Hccountanc)?. 


By  George  Swainson,  Esq.,  F.S.A.A.,  F.L.S. 
(Borough  Treasurer  of  Bolton). 


A  pafex  read  before  the  Lancashire  Students^  Society 
on  November  25  1905. 

Your  Secretary  has  pressed  me  very  much  to  give  you  a 
paper,  so  I  thought  I  would  adopt  as  a  title  something  , 
ihat    would    give    us    a    chat    round    the    question    of  < 
Municipal  Accounts. 

In  the  first  place,  I  want  to  speak  to  you  about  our 
methods  in  Bolton  as  to  the  use  of  the  Journal.  Perhaps 
as  a  preliminary  I  had  better  read  to  you  a  short  article  1 
wrote  in  January  1898,  entitled  "The  Journal  in  Relation 
to  Corporate  Bookkeeping  "  :  — 

*'  Practical  hard-headed  Englishmen  kick  against  the 
practice  of  journalising  as  elaborated  on  the  Continent. 
They  want  to  be  able  at  any  moment  to  turn  up  a 


Ledger  Account  and  find  at  a  glance  all  the  informa- 
tion they  seek  for.  This  is  one  of  the  most  cogent 
arguments  against  considerable  prominence  being  given 
to  a  Journal  in  English  accountancy,  since  the  Journal 
cannot  possibly  be  complete  in  itself,  as  the  Ledger 
may  be.  The  tendency  of  the  old  style  of  bookkeeping 
was  for  all  the  detailed  explanations  in  the  accounts 
to  be  only  found  in  the  Journal,  the  Ledger  postings 
being  reduced  to  the  veriest  minimum  of  labour. 
With  this  condition  of  things  the  principal  of  the  firm 
would  only  look  to  his  I^edger  for  the  balance  of  each 
account,  and  all  particulars,  if  needed,  must  be 
hunted  up  in  detail  through  the  Journal.  Now,  this  is 
not  a  satisfactory  state  of  affairs  to  occur  in  municipal 
bookkeeping,  for  no  intelligent  idea  can  be  formed  at 
a  glance  as  to  what  such  summarised  items  really 
mean  ;  and  a  chairman  of  a  finance  committee  or  town 
councillor  would  obtain  from  such  Ledger  little  more 
insight  into  the  yearns  detailed  proceedings  than  if  he 
were  studying  a  column  of  hieroglyphics  on  Cleopatra^s 
Needle. 

But  the  Journal  has  its  uses ;  it  is  against  the 
exaggerated  abuse  and  the  summarising  of  entries  in  a 
Corporation  Ledger  that  I  protest. 

Fortunately,  in  England  there  is  no  law  for  the  com- 
pulsory use  of  a  Journal  as  there  is  on  the  Continent, 
and  therefore,  however  valuable  and  economical  the 
before-described  method  of  posting  may  be  found  in 
large  commercial  undertakings,  where  the  chief  object 
is  to  get  out  the  profit  or  loss  as  quickly  as  possible  on 
each  item  of  trade  or  departmental  section,  it  is  very 
much  out  of  place  where  these  results  are  of  little  or 
no  moment,  but  where  the  detailed  items  of  expendi- 
ture showing  where  the  ratepayers'  money  has  gone 
are  of  every  importance. 

On  the  other  hand,  in  some  corporation  offices  the 
accountancy  staff  is  cut  down  to  the  lowest  possible 
limit,  and  it  is  natural  in  these  cases  for  the  accountant 
to  fall  into  the  temptation  of  posting  his  Ledger  from 
his  Journal  or  Summarised  Invoice  Book  without 
detail,  and  we  know  that  this  has  been  carried  to  such 
an  extent  in  some  large  towns  that  the  Impersonal 
Ledger  is  little  more  than  an  index  to  the  Journal  or 
Invoice  Book,  the  Ledger  Account  being  ruled  in 
columns  with  all  the  requisite  headings,  which  will 
enable  the  accountant  at  the  close  of  the  year  to 
prepare  and  print  his  Abstract  of  Accounts  with  little 
or  no  trouble. 

This  may  be  all  very  well  if  the  printed  Abstract  of 
Accounts  is  everything;  we  know  it  is  practically 
adopted  by  the  accountants  to  the  railway  companies, 
but  this  closes  the  door  to  any  examination  of  the 
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Ledgers  by  any  but  experts.  Should  this  be  the  goal 
which  corporate  accountants  should  strive  to  attain, 
or  is  it  not  rather  to  be  desired  that  '  he  who  runs  may 
read '  the  Impersonal  Ledger  wherever  it  may  be 
opened?  We  have  no  doubt  this  will  be  the  desire  of 
most  town  councillors  if  the  two  cases  were  fairly  laid 
before  them. 

I  was  led  into  this  train  of  thought  and  argument 
from  a  re-study  of  the  late  Government  auditor's  (Mr. 
Meredyth  Evans)  '  Exemplification  of  the  Accounts  of 
Local  Authorities,'  and  especially  the  elaborated 
Journal  entries  which  he  recommended  to  be  entered 
up  through  the  Minute  Book  of  the  authority,  as  this 
alone  would  be  binding  upon  them.  This  is  the  old 
Poor  Law  Board  system,  which  is  enforced  in  all 
Union  Accounts,  as  I  remember  well  when  at 
Accrington,  and  it  is  no  doubt  the  Local  Government 
Board's  equivalent  to  the  Continental  legal  prescrip- 
tion  to  enter  everything  in  a  Journal ;  but  we  must 
not  have  any  law  of  this  kind,  however,  effective  in 
Germany,  thrust  upon  us.  This,  of  course,  goes  to  the 
opposite  extreme,  and  could  only  be  adopted  in  small 
subordinate  accounts  like  those  kept  by  clerks  to 
guardians  and  small  local  authorities.  The  immense 
municipal  concerns  of  gasworks,  waterworks,  tram- 
ways, and  electricity,  now  undertaken  by  all  the  large 
boroughs,  would  veto  this  peremptorily,  and  time 
would  not  allow  of  the  reading  of  such  minutes,  and 
no  town  clerk's  staff  would  be  equal  to  the  journalising 
ability  required  for  the  purpose.  In  my  opinion,  in 
corporation  bookkeeping  the  invoices  should  be  kept 
indexed  and  largely  used  in  place  of  Personal  Ledgers. 

The  expenditure  contained  in  these  accounts  can  be 
posted  in  the  Impersonal  Ledger  in  full  detail,  and 
Personal  Accounts  obviated  except  in  cases  of  con- 
tracts, and  these  may  be  kept  in  subsidiary  Ledgers. 
It  must  not  be  forgotten  that  the  monthly  accounts, 
when  accepted  by  the  committees,  are  at  once  paid  in 
cash,  so  that  the  entries  may  be  posted  into  the  Cash 
Books  from  the  Schedules  of  Accounts  voted  or  from 
the  invoices,  for  these  have  no  right  to  be  posted  in  the 
Ledgers  until  they  have  been  so  approved  and 
accepted  by  the  Council. 

It  is  after  the  ordinary  Cash  Book  postings  have  been 
made  tha*  the  Journal  becomes  of  any  real   use  in 
Corporation  Accounts  ;  in  the  numerous  transfers  from 
stocks  and  the  dividing  up  of  the  wages  and  other  ! 
expenditure    among    the    various    departments,     the  ' 
writing  down  of  capital  and  accumulation  of  surplus  ' 
assets,  all  of  which  are  merely  matters  of  account,  i 
But  I  would  severely  restrict  the  use  of  the  Journal  to 
these   entries   alone,   and,   of  course,   for   all   Ledger 
transfers,  so  that  the  Journal  in  corporate  bookkeep-  ! 


ing  would  then  become  the  book  of  reference  for  the 
few  internal  transactions,  and  the  Impersonal  Ledger 
for  all  details  of  expenditure,  &c. 

Of  course,  there  would  be  a  good  many  entries  into 
the   Cash   Books   from   rentals   and   other  subsidiary 
books  of  the  nature  of  Day  Books,  but  it  is  quite  easy 
with  these  and  the  invoices  to  nearly  supersede  the 
Journal  altogether y  and  the  only  reason  I  would  permit 
a  Ledger  clerk  to  keep  one  is  as  a  kind  of  memo- 
randum book  to  enable  him  to  see  that  all  necessary 
transfers  in  the  I^edger  have  been  duly  made,  but  with 
this  exception  I  have  come  to  the  conclusion  that  the 
keeping  of  a  Journal  as  such  is  absolutely  unnecessary 
in  corporation  accountancy,  and  the  practice  of  more 
years   than    I    care    to    count,    with    the   Municipal 
Accounts  of  Huddersfield  and  Bolton,  satisfies  me  that 
this  view  of  the  matter  is  sound  and  practicable." 
It  will,  no  doubt,  be  of  interest  to  you  if  I  now  describe 
the     system     of     bookkeeping     which     prevails     in     the 
Treasurer's    Office   in    Bolton.     All    invoices   which   are 
received  in  my  office  are  despatched  to  the  head  of  the 
department  from  whence  the  order  was  issued,   and  to 
which  the  goods  must  have  been  delivered.    The  head  of 
each  department  keeps  his  own  Contract  Ledgers,  &c.,  so  he 
can  certify  whether  such  account  is  correct  both  as  to  par- 
ticulars, prices,  and  extensions  thereof.    He  then  initials 
the  accounts  and  returns  the  same  to  me  a  few  days  prior 
to  the   date  of   the   monthly   accounts   meeting.     These 
invoices  are  then  checked  by  my  accounts  clerk  from  the 
indexed  Invoice  Books,  reference  being  made  to  previous 
accounts  paid  to  the  same  person  in  order  that  it  may  be 
certified  thai  each  account  has  not  been  paid  before^  and  a 
stamp  to  this  effect  affixed  thereto. 

Each  committee's  accounts  are  then  scheduled,  and  the 
schedule,  when  duly  signed,  constitutes  the  Council's 
order  upon  the  Treasurer  for  payment.  Immediately  the 
monthly  Council  meeting  has  been  held  making  such 
order  for  payment,  I,  as  Treasurer,  pay  each  account  by 
forwarding  cheques ;  an  official  form  of  receipt  with  refer- 
ence numbers  thereon  accompanying  each  remittance, 
which  is  signed  and  returned  to  me,  and  pasted  into  a 
Guard  Book  from  which  the  Cash  Book  is  entered  up  and 
audited. 

Any  invoice  which  has  been  ordered  by  the  Council  to  be 
paid  (or  for  which  I  have  authority  to  pay  on  the  counter- 
signature Of  the  Finance  Chairman  or  Mayor  pending  an 
order  for  payment)  is  posted  immediately  to  the 
Impersonal  Ledger  firom  the  Cash  Book,  but  ordinarily 
until  an  account  is  approved  and  passed  for  payment  we 
do  not  reckon  any  such  account  as  owing  until  the  year 
end.  But  in  order  that  our  accounts  may  not  be  on  the 
old  system  of  receipts  and  payments,  all  accounts  which 
were   outstanding  on   the   31st   March   are   brought    into 
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accaunt  by  journalising,  debiting  the  several  Impersonal 
Aoconnts  and  crediting  a  Sundry  Creditors'  Account ;  but 
this  is  the  only  occasion  on  which  we  journalise  trades- 
men's accounts.  Where  there  is  any  important  account  in 
dispute,  and  especially  in  reference  to  income-fax  claims 
not  admitted,  we  always  debit  revenue  and  credit  a 
Suspense  Account  with  the  estimated  liability  on  March 
31st  yearly. 

Instead  of  using  Personal  Ledgers  each  Invoice  Book  is 
fully  indexed,  so  that  reference  is  very  easily  made  to  all 
pa3nnents  made  to  any  person  or  firm  from  whom  pur- 
chases have  been  made  by  the  corporation,  and,  after  a 
long  experience  in  Huddersfield  of  the  lack  of  value  in 
return  for  the  labour  of  keeping  Personal  Ledgers  for  all 
tradesm^i's  accounts,  I  strongly  urge  upon  you  the  saving 
of  labour  gained  by  adopting  o^r  Bolton  method. 

You  must  also  always  bear  in  mind  that  the  Treasurer's 
Abstract  should  not  be  merely  a  skeleton  with  only  the 
variation  yearly  of  amounts  of  expenditure  and  totals,  as 
they  are  bound  to  be  if  you  adopt  the  railway  system 
of  journalising  summaries  of  expenditure  to  the 
Impersonal  Ledgers.  Our  Corporation  Accounts  should 
have  a  newness — ^a  freshness  in  their  appearance  yearly 
which  the  other  system  lacks. 

Do  not  forget  that  the  Municipal  Corporations  Act 
requires  the  Treasurer's  statement  to  be  a  fuJl  abstract 
of  his  accounts.  Surely  this  word  "full"  means  some- 
thing more  than  a  mere  summing  up  of  totals  under 
stereotyped  headings.  I  may  add  that  if  cutting  down  of 
detail  posting  to  a  minimum  was  as  essential  with  Corpo- 
rations' as  it  is  with  Tradesmen's  Accounts,  then  I  should 
tecomtnend  for  adoption  some  modification  of  the 
American  Ledger  Card  system  or  Loose-leaf  Ledgers,  but 
these,  I  think,  should  not  be  adopted  in  corporation 
offices  for  the  sake  of  saving  a  clerk  or  two. 

The  lines  I  have  herein  recommended  are  being  largely 
adopted  amongst  the  municipalities  of  England,  and  I 
know  of  some  Treasurers  who  even  adopted  this  method 
before  we  began  it  in  Bolton.  Recently  the  Borough 
.\ccoixntant  of  Barnsley  sent  out  an  inquiry  to  many  of  the 
Urge  boroughs,  asking  the  following  question  :  — "  Do  you 
"keep  Personal  Ledger  Accounts  with  all  your  creditors 
"and  for  every  fund  or  account?"  In  reply  I  sent  him  a 
copy  of  my  article  in  the  Incorporated  Accountants'  Journal 
before  quoted,  and  the  result  of  his  further  inquiries  as  to 
our  system  was  that  he  wrote  me  that  he  should  adopt  our 
methods  in  the  new  system  of  bookkeeping  he  had 
inaugurated  at  Barnsley. 

Now  I  was  in  hopes  that  this  matter  might  be  dealt  with 
by  someone  else  in  a  paper  on  **  The  General  Standardisa- 
tion of  other  Municipal  Accounts  besides  Tramways,"  but 
I  have  not  been  able  to  prevail  upon  any  accountant  to 
take    the    matter    up.      I    learned,    however,    during    my 


inquiries  that  especially  in  the  centre  and  south  of 
England  there  is  a  strong  leaning  towards  continuing  the 
old  method  of  journalising  everything,  whatever  additions 
to  the  staff  this  may  demand.  One  gentleman  on  the  south 
coast  wrote  me:  "That  the  value  of  the  Journal  is  that  it 
"  enables  the  head  of  the  department  to  see  at  a  glance  the 
"  whole  of  the  entries  made  in  the  books,  and  consequently 
"the  chief  Ledger  clerk  has  always  before  him  what  you 
"may  call  a  calendar  of  the  actual  events  for  the  month, 
"  and  when  a  change  in  the  office  takes  place  it  involves  a 
"  minimum  amount  of  dislocation  of  work ;  and,  in  addi- 
"  tion,  if  the  staff  is  one  with  ambitions  to  satisfy,  here  is 
"the  scope  for  spade  work  on  the  part  of  the  juniors.  In 
"another  borough  on  the  south  coast  where  the  Journal 
"was  brought  into  full  use  it  happened  that  immediately 
"after  the  acconntant  left  for  a  higher  position  the  chief 
"clerk  also  left,  but  the  newly-appointed  Borough 
"Accountant,  though  stranded  with  juniors,  had  fortu- 
"  nately  through  the  use  of  the  Journal  given  to  him  a  key 
"to  the  whole  situation  without  any  undue  waste  of  time, 
"either  on  his  part  or  his  assistants." 

This,  no  doubt,  is  a  distinct  value  in  keeping  a  Journal, 
but  is  this  gain  (once  in  an  average  of  ten  years)  worth  the 
labour  of  journalising  everything  for  all  time,  which  in 
the  boroughs  of  Lancashire  would  mean  a  considerable 
increase  of  staff.  Of  course,  if  you  are  in  charge  of  the 
accounts  of  a  small  borough,  possibly  a  Personal  Ledger 
is  the  best  thing  you  can  have  with  the  Journal  and  you 
can  journalise  everything,  but  with  a  well-indexed  Invoice 
Book,  and  accounts  regularly  sent  in  monthly  or  quarterly, 
a  great  saving  of  labour  is  effected.  I  have  used  both,  and 
must  say  that  I  prefer  to  check  the  accuracy  of  the  accounts 
through  an  indexed  Invoice  Book  rather  than  through  a 
Personal  Ledger,  because  in  the  latter  place  the  entries 
are  as  meagre  as  possible,  while  in  the  indexed  Invoice 
Book  you  have  the  accounts  themselves  to  refer  to.  Many 
of  us  find  it  would  be  impossible  with  our  present  staffs 
to  journalise  everything  in  Gas,  Water,  Markets,  Tram- 
ways, and  Electricity  trading  undertakings,  besides  all  our 
ordinary  rating  accounts. 

No  one  disputes  the  value  of  the  Journal,  but  in  these 
modern  days,  when  the  Yankees  are  teaching  us  how  to 
minimise  all  the  office  labour,  it  seems  to  me  quite 
sufficient  for  the  Journal  to  be  used  for  monthly  or 
quarterly  transfers  only. 

One  method  in  vogue  is  to  pass  each  invoice  through  an 
Invoice  Abstract  Book,  thus  debiting  the  Impersonal 
Accounts  in  total  and  crediting  the  tradesmen's  accounts 
with  the  separate  amounts  in  a  Personal  Ledger.  This 
gives  little  or  no  information  when  you  open  the 
Impersonal  Ledger  for  the  inspection  of  a  member  of  the 
Town  Council.  This  is  known  as  the  Railway  Companies' 
System,  and  its  value  is  that  it  enables  tiie^Pji^^t^ajQ^^  l^ss 
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and  Charges  Accounts  to  be  closed  quickly,  but  it  does  not 
affect  the  purpose  for  which  Corporation  Accounts  are  kept 
— viz.,  to  enable  the  councillors  to  fully  understand  where 
the  money  has  gone. 
Standardisation  of  Accounts  on  Income  and  Expenditure  Lines. 

This  important  matter  of  uniformity  in  Corporation 
Accounts  I  first  brought  up  when  President  of  the 
Institute  in  1887.  You  can  therefore  understand  how 
delighted  I  am  with  the  recommendations  of  the  Metro- 
politan and  Home  Counties'  Branch  of  the  Institute,  who 
have  lately  gone  in  so  strongly  for  uniformity  in  Balance 
Sheets,  but  I  am  rather  sorry  to  learn  that  the  Council  of 
the  Institute  was  of  opinion  "  that  in  view  of  the  fact  that 
"  the  Local  Government  Board  was  about  to  appoint  a  Special 
**  Departmental  Committee  for  the  purpose  of  making  an 
"investigation  into  the  accounts  of  local  authorities,  no 
"useful  purpose  would  be  served  by  now  entering  into  a 
"  discussion  on  this  subject."  I  differ  from  them  entirely, 
holding  a  diametrically  opposite  opinion.  Wt  ought  to 
lead  and  not  follow  the  Local  Government  Board.  As  to 
the  Special  Departmental  Committee  appointed  by  the 
President  of  the  Local  Government  Board,  in  my 
opinion  we  ought  to  be  represented  by  our  Presi- 
dent, or  some  other  up-to-date  and  go-ahead  account- 
ant that  we  possess.  The  Municipal  Corporations 
Association  might  possibly  be  represented  by  a  borough 
whose  accounts  are  behind  the  times.  It  would 
be  worse  than  a  misfortune  if  the  financial  representatives 
of  the  municipalities  of  England  on  this  Special  Com- 
mittee were  those  who  adhere  to  the  old  system  of  receipts 
and  payments.  I  am  afraid  the  Local  Government  Board 
would  find  them  "blind  leaders  of  the  blind.'* 

I  have  recently  had  a  good  deal  of  correspondence  and 
discussion  with  American  professional  accountants  and 
city  comptrollers,  who  are  improving  and  altering  their 
old  out-of-date  methods.  I  would  like  to  submit  for  your 
inspection  a  few  Abstracts  of  Accounts  and  Reports  which 
they  have  sent  me.  They  are  now  on  the  table  before  me. 
They  are  the  accounts  of  the  cities  of  New  York,  Chicago, 
Rochester,  Minneapolis.  Cambridge,  &c.  I  particularly 
desire  you  to  note  the  difference  between  the  City  Auditor's 
Report  and  Accounts  of  Pawtucket,  R.I.,  and  compare 
them  with  those  of  Minneapolis.  A  New  York  accountant, 
criticising  this  latter  report,  says;— "There  are  several 
"noteworthy  features  in  the  new  form  of  th©  Minneapolis 
"Report.  In  the  first  place,  there  is  a  Balance  Sheet,  and 
"it  is  quite  unique.  In  fact,  a  Balance  Sheet  is  a  rare 
"  thing  any  way  in  a  municipal  report.  Usually  municipal 
"  reports  are  nothing  more  than  statements  of  receipts  and 
"disbursements."  I  should  inform  you  that  the  account- 
ants and  auditors  of  Minneapolis  (Messrs.  Jones,  Caesar, 
Dickinson,  Wilmot  &  Co.)  are  leading  th©  way  in  intro- 
ducing Income    and    Expenditure    Accounts    among  the 


American  cities.  How  greatly  this  is  needed  you  will 
gather  when  I  tell  you  that  I  am  credibly  informed  by  Mr. 
Le  Grand  Powers,  Chief  Statistician  of  the  Census 
Bureau  at  Washington,  U.S.A.,  that  the  rates  and  taxes 
in  American  cities  are  often  allowed  to  run  five,  six,  and 
even  more,  years  in  arrear.  You  will  quit©  appreciate 
what  an  open  door  for  misappropriation,  fraud,  and  pre- 
ferential treatment  of  friends,  this  method  of  dealing  with 
Municipal  Accounts  on  receipt  and  payment  lines  permits. 
My  reason  for  drawing  your  attention  to  the  accounts  of 
Pawtucket  was  that  on  page  21  you  there  see  a  "professed  " 
Balance  Sheet,  but  nowhere  is  there  shown  any  details  of 
the  capital  outlay,  which  had  occasioned  a  debt  of  five 
millions  of  dollars,  but  since  writing  the  above  I  have 
received  from  the  well-known  firm  of  Boston  accountants, 
Messrs.  Harvey,  Chase  &  Co.,  their  recent  report  as  expert 
accountants  for  the  city  of  Pawtucket,  showing  the  new 
form  of  accounts  which  they  recommend  and  which  has 
been  adopted  by  ordinance  of  the  Pawtucket  City  Council 
regulating  the  new  duties  of  the  auditor  and  treasurer. 
This  clearly  shows  how  the  bonded  debt  of  Pawtucket  is 
made  up  under  the  various  statutory  powers  granted  them 
by  law  for  Waterworks,  Sewers,  Schools,  Street  Improve- 
ments, &c.,  leaving  a  margin  of  nearly  a  million  of  debt 
in  dollars  for  ordinary  municipal  purposes.  Every  city  in 
the  States,  I  understand,  has  the  power  to  borrow  for  these 
purposes  to  the  limit  of  3  per  cent,  of  their  total  assess- 
ment, and  Pawtucket,  after  much  contention,  has  now 
proved  by  the  export's  evidence  that  they  are  well  within 
this  statutory  margin.  Comparing  the  law  in  the  United 
States  with  that  in  England,  you  will  find  a  great  differ- 
ence ;  for  instance,  the  Local  Government  Board  with  us 
will  sanction  expenditure  up  to  twice  the  yearly  rateable 
value,  whil©  in  the  States  they  are  permitted  to  borrow  for 
these  municipal  purposes  only  to  the  extent  of  3  per  cent, 
of  their  assessable  value,  but  then  there  comes  in  a  notable 
differeno©  in  what  this  assessable  value  is  made  up  of.  This 
assessment  with  them  includes  our  property  and  income- 
tax,  liquor  licences,  poll  taxes,  special  taxes,  and  privi- 
leges and  permits  of  a  varied  character,  which  amount, 
with  the  ordinary  rateable  valuation  in  the  city  we  are 
referring  to,  with  a  population  of  only  40,000,  to  the  large 
amount  of  37^^  millions  of  dollars,  or  about  ;£7,53o,ooo 
sterling,  so  that  you  will  quite  understand  that  this  is  a 
very  much  larger  assessment  than  that  of  our  poor  rate, 
valuing  land  and  hereditaments,  which  is  the  only  assess- 
ment on  which  we  are  allowed  to  levy  rates  and  reckon 
OUT  debt. 

While  the  discussion  is  going  on  you  are  at  liberty  to 
peruse  th©  various  accounts,  and  particularly  the  report 
of  Messrs.  Harvey,  Chase  &  Co.,  now  on  the  table. 

In  his  letter  Mr.  Harvey  Chase^  C.P.A.,  makes  the 
following  remarks :  —  f^  T 
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"I  trust  that  your  e£Eorts  towards  standardisation  of 
Municipal  Accounts  in  England  are  bearing  fruit,  and 
I  shall  feel  under  much  obligation  if  you  can  spare 
time  to  inform  me  what  progress  has  been  made  and 
what  the  outlook  is  for  the  future." 

I  must  ask  you  to  tell  me  what  you  think  the  answer 
should  be.    What  do  you  think  will  be  the  result  of  the 
Lccal  Government  Board's  inquiry,  and  how  soon  will 
those  few  large  towns  fall  into  line  with  the  rest  of  us? 
Income  Tax  on  Profits, 

The  next  matter  I  wish  to  deal  with  is  the  perennial 
subject  of  income-tax  claims,  and  this  is  largely  connected 
with  what  I  have  to  say  further  on  in  connection  with  elec- 
tricity and  tramway  depreciation.  It  is,  however,  essential 
that  the  Borough  Treasurers  of  England  should  be 
united  in  their  action  in  relation  to  the  Surveyors  of  Taxes. 
As  some  of  you  are  aware  from  the  Financial  Circular, 
pages  166-170,  in  recent  years  I  have  succeeded  in  getting 
depreciation  allowed  in  both  my  Electricity  and  Tramway 
Accounts.  With  respect  to  the  tramways  depreciation, 
there  has  been  a  vexy  strong  effort  made  by  the  Inspectors 
and  Surveyors  of  Taxes  to  refuse  to  allow  anything  for 
the  depreciation  of  the  permanent  way,  claiming  that  the 
latter  does  not  come  under  the  definition  of  plant  and 
machinery,  mentioned  in  41  and  42  Vict.,  ch<ap.  7,  Part 
2  Taxes,  but  only  to  allow  the  replacement  of  the  per- 
manent way  out  of  Revenue,  or  Renewals  Fund.  This  is 
the  point  they  raised  with  us  in  Bolton,  and  I  was  willing 
to  leave  the  matter  there  temporarily,  as  I  have  been  able 
to  get  by  this  latter  method  the  whole  of  the  original  cost 
of  the  laying  of  our  track  25  years  ago.  Of  course,  I  may 
bay  that  the  whole  of  the  metals  have  been  relaid  once,  and 
part  of  it  twice,  within  that  period.  It  is  absurd  for  them 
to  claim  that  the  metals  are  no  part  of  the  machinery  of  a 
tramways  undertaking,  for  I  don't  think  the  Local  Com- 
missioners, with  experience  in  depreciation  generally,  will 
take  this  view.  As  you  will  see  from  page  179  of  the 
financial  Circular,  the  claim  for  annual  percentage  depre- 
ciation was  deferred  by  our  Commissioners  until  this  year, 
and  we  are  now  claiming  the  depreciation  set  forth  on  page 
Si  of  my  Abstract  of  Accounts.  This  claim,  however,  the 
Surveyor  of  Taxes  strongly  resists  as  being  in  excess  of  the 
actual  depreciation,  and  I  have  urged  the  Tramways  Com- 
mittee to  reduce  it  somewhat  before  bringing  the  case 
before  the  Local  Commissioners.  As  you  are  aware,  the 
matter  is  entirely  in  the  hands  of  these  Commissioners, 
and  recently  our  case  has  been  very  much  strengthened  by 
the  result  of  the  Manchester  tramways  depreciation  appeal. 
There  they  have  had  allowed  ;f  5 1,600,  being  at  the  rate  of 
£4fy>  per  mile  for  129  miles,  based  on  a  ten  years'  'life. 
Then  for  the  rolling  stock  and  machinery  they  have 
had  5  per  cent,  on  ^^260,000  (the  prime  cost),  and  3  per 
cent,     on    ;£^9)754    for     section    boxes.       This    has     so 


strengthened  our  Bolton,  case  that  the  Surveyor  seems 
inclined  to  accept  our  claim  of  ;^36o  per  mile,  if  we  will 
accept  the  5  per  cent,  depreciation  on  the  cars,  electrical 
equipment  of  line,  &c.  This  matter  will  have  to  come 
before  my  Finance  Committee  to  finally  decide  whether 
we  shall  accept  these  terms  if  the  Surveyor  of  Taxes  and 
Local  Commissioners  agree.  To  illustrate  how  incon- 
sistently Surveyors  of  Taxes  act  with  different  boroughs,  I 
may  state  that  just  now  the  official  in  Reading  says  he  will 
only  allow  the  Treasurer  depreciation  at  the  rate  of  4  per 
cent,  on  the  Buildings,  Plant,  Machinery,  Rolling  Stock, 
Overhead  Work,  Cables,  &c.,  and  refuses  to  allow  any- 
thing for  depreciation  of  the  permanent  way  for  the  reason 
previously  quoted.  In  reply  to  his  application  to  me  for 
advice,  I  have  told  him  of  the  Manchester  decision.  This 
matter  is  in  the  hands  of  the  Local  Commissioners,  from 
whose  decision  there  is  no  appeal.  As  to  our  claim  now 
under  appeal  that  the  taxable  interest  on  all  debts  is 
covered  by  the  taxation  of  our  profits,  which  is  the  greater 
of  tihe  two,  we  are  hoping  that  this  matter  will  be 
adjourned  until  the  Leeds  case  has  been  settled  in  the 
High  Court,  or  in  the  House  of  Lords.  We  claim  to  treat 
the  whole  corporation  undertakings  and  funds  as  one 
entity,  both  in  reference  to  income-tax  on  our  loan  interest 
and  also  on  our  bank  interest. 

Depreciation, 

I  wish  to  deal  with  this  matter  very  cursorily,  as  your 
Ex-President  gave  you  such  an  excellent  paper  dealing 
with  this  subject  exclusively.  You  are  aware  that  for 
some  time  in  order  to  get  Sinking  Fund  allowed  as  depre- 
ciation, I  have  urged  that  the  lesser  should  be  merged  in 
the  greater,  and  that  Sinking  Fund  should  be  paid  out  of 
the  amount  provided  for  depreciation,  but  if  the  Leeds 
case  succeeds,  then  the  need  for  this  will  no  longer  exist, 
as  in  most  boroughs  the  interest  charged  on  the  loan  debt 
exceeds  the  taxed  profits  of  the  undertakings,  and  I  fear 
this  will  be  the  same  in  Bolton  in  a  few  years. 
Internal  Audit. 

This  matter  is  a  very  important  one,  and  since  our  late 
Secretary  (Mr.  Collins)  wrote  his  book  on  the  subject,  you 
have  been  provided  with  an  excellent  vade  mecum,  I  may 
say  that  in  Bolton,  instead  of  increasing  the  staff  to  cope 
with  the  heavy  amount  of  work  which  this  entails,  our 
Council  decided  to  increase  the  stipend  of  the  professional 
auditor,  and  to  throw  the  duty  upon  him  of  conducting  a 
continuous  internal  audit  by  a  professional  man  inde- 
pendent of  any  corporation  official.  I  am  inclined  from 
our  recent  experience  to  hold  that  this  is  the  more  correct, 
independent,  and  satisfactory  mode  of  dealing  with  the 
matfter.  I  know  that  in  giving  this  opinion  I  shall  open 
myself  to  heavy  criticism  by  many  of  my  brother 
Treasurers,  but  a  Treasurer's  time  can  be  very  much  better 
employed  in  studying  the  interests  of  their  corporations  on 
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the  higluer  plane  of  accountancy,  &c.,  as  many  of  us  have 
continuous  problems  of  banking  now  thrust  upon  us. 


An  animated  discussion  followed  the  reading  of  this 
paper,  ranging  over  such  points  as  columnar  systems,  the 
value  of  internal  audits,  income-tax,  &c.,  Mr.  Swainson 
answering  the  various  points  raised.  He  also  offered 
after  the  meeting  to  allow  the  members  to  inspect  the 
whole  of  the  Bolton  Corporation  Books,  &c.,  to  see  in 
detail  the  system  in  operation. 

A  very  hearty  vote  of  thanks,  carried  with  applause,  was 
given  to  Mr.  Swainson  for  his  interesting  paper,  and  a 
similar  compliment  was  paid  to  Mr.  Grundy  for  his 
services  in  the  chair. 

The  meeting  then  concluded,  after  which  the  members 
had  tea  together. 


SboulD  tbe  practtce  ot  public  Hccountind 

be  Xtmtteb  to  Certtfieb  publtc 

Bccountantd? 


By  J.  S.  M.  GooDLOE. 


(From  The  Journal  of  Accountancy.) 

The  growth  of  the  practice  of  public  accountancy  in  the 
United  States  within  the  past  ten  years  has  resulted  in 
legislation  in  the  States  of  New  York,  Pennsylvania,  Mary- 
land, Csdifornia,  Illinois,  Washington,  New  Jersey,  and 
Michigan,  the  avowed  object  of  which  is  to  regulate,  to 
some  extent,  the  practice  of  professional  public  account- 
ants, and  authorise  the  title  or  degree  of  Certified  Public 
Accountant.  Legislation  on  similar  lines  has  been 
attempted  in  other  States,  but  at  this  time  the  States  named 
are  the  only  ones  which  have  placed  a  "  C.P.A."  law  on  the 
statute  books. 

The  intention  and  general  purposes  of  the  laws  of  the 
different  States  are  in  the  main  identical,  although  they 
differ  in  many  minor  details.  In  the  States  of  New  York 
and  Illinois  the  authority  to  practise  as  a  Certified  Public 
Accountant  is  conferred  by  the  State  University,  while  in 
the  other  States  named  such  power  is  vested  in  a  "State 
Board  of  Accountancy."  The  statutes  of  the  several  States 
vary  as  to  the  admission  as  Certified  Public  Accountants 
of  accountants  from  other  States;  the  Illinois  law 
provides  that  the  C.P.A.  of  any  State  may  practise 
as  such  in  the  State  of  Illinois;  the  New  Jersey 
and  Michigan  statutes  provide  for  the  waiver  of 
examination  and  the  issue  to  or  registration  of 
the  certificate  of  a  C.P.A.  from  another  State, 
provided  that  such  other  State  accords  a  similar 
privilege  to  the  C.P.A.  from  New  Jersey  and  Michigan. 
A  proposed  amendment  to  the  Maryland  law  provides 
for  the  registration  of  the  certificate  of  the  C.P.A. 
from  other  States  on  payment  of  the  same  fee  as 
is     required     for     examination     of     and     issue    of     the 


Maiyland  certificate,  but  New  York,  Pennsylvania, 
California,  and  Washington  make  no  provision  for  the 
practice  within  their  borders  of  Certified  Public  Account- 
ants from  other  States. 

In  none  of  the  States  which  have  enacted  C.P.A.  legis- 
lation is  the  practice  of  accounting  limited  to  Certified 
Public  Accountants,  nor  is  there  anything  in  any  C.P.A. 
law  so  far  enacted  which  in  any  way  "regulates"  the 
practice  of  accounting,  other  than  by  the  creation  of  the 
degree  or  title  of  "Certified  Public  Accountant,"  although 
in  several  States  (notably  in  Maryland  and  Illinois)  the 
title  of  the  legislative  Aot  states  that  the  Bill  is  "to  regulate 
the  practice  of  the  profession  of  public  accountants." 

Nothing  can  be  considered  as  "  regulating  "  any  profes- 
sion which  permits  the  practice  of  such  profession  by 
persons  other  than  those  registered  or  certified  in  accord- 
ance with  the  statutes.  Nearly  all,  if  not  all,  of  the  States 
"  regulate  "  the  practice  of  law  and  medicine,  but  I  believe 
that  few,  if  any.  States  permit  the  practice  of  either  law 
or  medicine  by  any  person  or  persons  other  than  those 
admkted  to  practice  by  the  proper  authorities. 

Many  States  provide  for  the  examination  and  registration 
of  veterinary  surgeons  and  other  trades  or  professions 
before  permitting  practice ;  in  at  least  one  State  (Ohio)  the 
statutes  provide  (House  Bill  No.  478,  passed  May  9  190a) 
that  "it  shall  be  imlawful  for  any  p>erson  to  be  engaged 
"in,  or  \vx>rking  at  the  business  of  a  horse-shoer,  exclu- 
''  sively  in  this  State  without  having  first  received  a  licence 
"to  do  so,  as  hereinafter  provided." 

The  "  Horse-shoers'  Bill,"  the  first  section  of  which  is 
quoted  above,  "  regulates  "  the  work  of  horse-shoers ;  but, 
at  this  time,  there  is  no  State  in  this  country  which 
regulates  the  practice  of  public  accountants  to  the  extent  of 
specifying  that  all  cucouniants  in  practice  must  prove  their 
quail jic aliens  before  being  admitted  to  practice. 

We  must  admit  without  question  the  value  of  legisla- 
tion limiting  the  practice  of  medicine,  law,  veterinary,  &c., 
as  protecting  life  and  property.  The  services  of  profes- 
sional public  accountants  have  become  a  necessity  to  the 
business  world  of  to-day,  and  the  statutes  regulating  the 
practice  of  accounting  should  restrict  such  practice  to 
accountants  of  known  integrity  and  good  character,  who 
have  proved  their  fitness  and  ability  to  be  trusted  in 
matters  requiring  ability  and  technical  knowledge. 

The  C.P.A.  Bill  introduced  at  the  last  session  of  the  Ohio 
Legislature  (January  1904)  contained  a  clause  providing 
that  "no  person  shall  practise  as  a  public  accountant 
"  within  the  State  of  Ohio  who  has  not  received  from  *  The 
"  State  Board  of  Accountancy  *  a  certificate  as  to  his  quali- 
"  fications,  &c."  The  proposed  Ohio  Bill  provided  for  the 
issue  o^  certificates  by  examination ;  by  waiver  of  exami- 
nation of  the  accountant  residing  in  or  doing  business 
within  the  State  who  has  had  at  least  three  years'  experi- 
ence as  a  public  accountant,  at  least  one  year  of  which 
immediately  preceding  the  passage  of  the  Act  shall  have 
been  within  the  State  of  Ohio.  The  Bill  also  provided  for 
the  waiver  of  examination  of  and  issue  of  certificate  to  any 
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issued  by  or  under  the  authority  of  any  other  State  or 
nation,  provided  that  the  standard  of  proficiency  and 
character  under  which  such  certificate  was  issued  be 
equivalent  to  that  of  Ohio.  The  proposed  Ohio  Bill  was 
lost  in  the  Senate  by  lack  cd  one  vote  of  a  constitutional 
majority. 

The  power  of  the  State  to  regulate  the  practice  of  any 
profession  has  been  passed  upon  by  the  Supreme  Court 
of  Ohio  in  the  case  of — 

France  v.  StnU  (1897,  57  O.  St.  I.). 
The  Supreme  Court  sustained  the  statutes  regulating 
the  practice  of  medicine,  part  of  the  decision  reading  | 
as  follows: —  i 

*It  is  competent  for  the  State  under  its  power  to 
provide  for  the  welfare  of  its  people,  to  establish  need- 
ful regulations,  and  impose  reasonable  conditions,  cal- 
culated to  insure  proper  qualifications,  both  with 
respect  to  learning  and  moral  integrity,  of  persons 
desiring  to  engage  in  the  practice  of  medicine  in  the 
State,  and  require  compliance  therewith  by  such 
persons  before  they  shall  be  permitted  to  practise 
within  the  State." 
Judge  Williams  said  (at  page  19)  that — 
"The  powers  of  the  Board  bear  a  close  analogy  to 
those  of  boards  of  public  examiners,  who  are  autho- 
rised to  grant  certificates  to  teach  the  public  schools 
to  applicants  who  are  found  on  examination  to  possess 
the  necessary  qualifications  and  furnish  satisfactory 
evidence  of  good  moral  character.  .  .  .  The 
medical  board  is  but  an  agency  to  insure  the  effective 
execution  of  the  law  designed  for  the  promotion  of  the 
public  health  and  welfare.  The  purpose  of  the  statute 
undoubtedly  is,  by  enforcing  the  requirements  it  has 
prescribed  for  the  admission  of  persons  to  the  practice 
of  medicine  in  the  State,  to  prevent  those  from 
engaging  in  the  practice  of  that  profession  who,  from 
lack  of  proper  knowledge  or  want  of  moral  rectitude, 
are  unfit  to  be  entrusted  with  its  important  and 
responsible  duties.  The  p>ower  to  pass  upon  the  quali- 
fications required  must  necessarily  be  committed  to 
some  board  or  body  other  than  the  Legislature,  and 
may  be,  not  inaptly,  characterised  as  administrative." 
On  April  31  1S96  (92  Ohio  Laws  263),  the  General 
Assembly  passed  a  statute  entitled :  — 

"An  Act  to  Promote  the  Public  Health  and  Regulate 
the  Sanitary  Construction  of  House  Draining  and 
Plumbing." 

This  statute  was  declared  constitutional  by  the 
Supreme  Court  in 

State  V.  Gardner  (1898,  58  O.  St.  599). 
The     first     proposition     of     the     syllabus     is     as 
follows :  — 

"The  right  of  labour  and  enjoy  the  rights  thereof  is 
a  natural  right  which  may  not  be  unreasonably  inter- 
fered with  by  legislation.  Where,  however,  the 
certain  concerns,  in  a  direct  manner,  the  public  health 
and  welfare,  and  is  of  such  a  character  as  to  require 
a  special  course  of  training,  or  experience,  to  qualify 


one  to  pursue  such  occupation  with  safety  to  the  public 
interests,  it  is  within  the  competency  of  the  General 
Assembly  to  enact  reasonable  regulations  to  protect  the 
public  against  evil  which  may  result  from  incapacity 
and  ignorance." 
In  a  lecture  recently   delivered  before  the   School   of 
Accounts  and  Finance  of  the  University  of  Pennsylvania 
by  Mr.  Charles  N.  Vollum,  C.P.A.  (Pennsylvania),  refer- 
ence is  made  to  a  Bill  pending  in  the  Pennsylvania  Legis- 
lature providing  for  the  certification  by  a  Certified  Public 
Accountant  of  all  financial  statements  issued  by  all  cor- 
porations doing  business  in  that  State,  whether  domestic 
or  foreign.    This  Bill  niakes  the  employment  of  a  Certified 
Public  Accountant  mandatory  on  corporations,  and  also 
provides  severe  punishment  by  fine  or  imprisonment—or 
both — for  the  certification  by  the  accountant  of  a  false  or 
misleading  statement. 

The  passage  of  the  Acts  referred  to  in  Ohio  and  Pennsyl- 
vania will  regulate  the  practice  of  public  accountants  in 
those  States  to  an  extent  which  will  protect  both  the  public 
and  the  responsible  and  competent  accountant  from  the 
dishonest  and  incompetent  person  who  professes  to  be  an 
accountant,  but  whose  lack  of  ability,  integrity,  or  respon- 
sibility renders  him  unfit  to  be  a  member  of  a  profession 
whose  greatest  value  lies  in  absolute  and  unquestioned 
veracity. 

In  a  recent  lecture  the  Secretary  of  the  American  Asso- 
ciation of  Public  Accountants,  Mr.  A.  Lowes  Dickinson, 
refers  to  the  necessity  of  limiting  the  practice  of  account- 
ing to  Certified  Public  Accountants  in  the  following 
words  :  — "  The  Acts  here  shortly  summarised  represent  the 
**  best  which  the  profession  has  yet  been  able  to  secure,  but 
"all  are  defective  in  two  most  important  particulars.  In 
"  the  first  place,  none  of  them  calls  for  any  practical  experi- 
''  ence  as  a  necessary  qualification  for  the  degree ;  and, 
"secondly,  they  make  no  attempt  to  regulate  the  profes- 
"sion,  or  even,  with  the  exception  of  New  Jersey,  to 
"control  the  resident  holders  of  certificates  granted  by 
"other  States.  .  .  .  The  other  defect  noted  is  of  even 
"greater  importance  to  the  profession.  All  States  except 
"Illinois  and  New  Jersey  merely  prohibit  the  use  of  the 
"  term  *  Certified  Public  Accountant  *  by  those  who  have 
'^  not  obtained  the  degree  in  the  State.  This  means  that  the 
"holders  of  a  decree  of  another  State  must  add  the  name 
•'  of  that  State  after  the  words  *  Certified  Public  Account- 
"ant.'  Illinois  throws  the  door  wide  open  to  all  those 
"holding  a  similar  degree  from  another  State." 

The  certificate  of  an  accountant  as  to  the  financial  con- 
dition or  earning  capacity  of  a  corporation  whose  securities 
are  offered  to  the  public  must  have  weight  with  many 
persons  to  whom  the  accountant  is- personally  imknown. 
It  is  a  matter  of  congratulation  to  the  members  of  the  pro- 
fession that  the  letters  C.P.A.  or  C.A,  have  great  value 
when  following  the  signature  attached  to  a  statement  of 
financial  condition,  or  net  profits. 

Such  statements  are  submitted  to  the  public  for  the  pur- 
pose of  securing  subscriptions  to  the  securities  of  corpo- 
rations, or  for  the  purpose  of  advising  stockholders,  bond- 
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holders,  creditors,  &c.,  as  to  the  condition  of  properties 
in  which  they  are  financially  interested.  It  is  important, 
therefore,  that  when  such  statements  are  certified  by  a 
public  accountant  that  the  investing  public  be  protected 
against  incompetency  and  irresponsibility,  by  limiting 
accountancy  practice  to  such  persons  as  have  satisfied  the 
proper  authorities  as  to  their  integrity  and  abilit}*  to  pro- 
perly perform  their  duties. 

It  is  undoubtedly  true,  in  such  States  as  now  have  a 
C.P.A.  law,  that  the  standing  of  the  Certified  Public 
Accountant  is,  as  a  rule,  far  above  that  of  the  accountant 
who  has  not  received  the  C.P.A.  degree. 

The  physician,  attorney,  veterinary,  &c.,  who  is  guilty 
of  malpractice,  may,  under  existing  statutes,  be  debarred 
from  future  practice ;  not  so,  however,  with  the  account- 
ant. He,  if  his  sins  of  omission  or  commission  be  flagrant, 
may  be  deprived  of  his  right  to  practise  as  a  "Certified 
Public  Accountant,"  but  in  no  State  is  there  any  statute 
which  will  prevent  his  continuing  in  practice  as  a  "  public 
accountant,"  nor  is  there  any  statute  in  effect  which  pre- 
vents any  person,  no  matter  how  ignorant  or  incompetent, 
from  calling  himself  a  "public  accountant,"  and  practising 
as  such. 

Moreover,  there  are,  we  regret  to  say,  persons  calling 
themselves  accountants  who  are  not  adverse  to  making 
false  statements  as  to  financial  matters — at  the  request  of 
the  management,  or  for  the  purpose  of  misleading  the 
stockholders — if  by  the  making  of  such  false  statements 
their  fee  be  increased.  Und^sr  a  statute  which  regulates 
the  practice  of  accounting  in  fact  as  well  as  in  name,  such 
a  person  should  be  not  only  barred  from  future  practice, 
but  should  be  subject  to  civil  and  criminal  action. 

It  is  not  the  intention  of  the  writer  to  belittle  the  C.P.A. 
laws  now  in  force.  They  have  materially  aided  the  cause 
of  the  competent  and  honest  accountant,  as  well  as  the 
cause  of  the  client,  but  the  real  objects  of  the  C.P.A.  legis- 
lation will  not  be  attained  until  such  existing  C.P.A.  laws 
are  amended  so  as  to  bring  all  public  accountants  under 
their  provisions  by  requiring  every  practising  public 
accountant  to  qualify  as  a  Certified  Public  Accountant. 


auMtfttd  in  tbe  De0ert  of  (Tarapaca* 


By  W.   I.   KiRKCALDlE,   C.A. 


(From  The  Business  Man's  Magazine.) 

Very  often  the  professional  accountant  finds  his  busi- 
ness takes  him  into  curious  parts  of  the  world,  but  I 
venture  to  doubt  whether  there  is  any  place  where  a  firm 
of  Chartered  Accountants  carries  on  business  under 
similar  conditions  to  those  which  prevail  in  the  desert  of 
Tarapaca.  The  province  of  Tarapaca  is  situated  in  the 
north  of  Chile,  and  is  only  known  to  the  outside  world  as 
the  headquarters  of  the  nitrate  industry.    In  no  part  of  the 


world,  excepting  the  arid  parts  of  Chile,  is  nitrate  of  soda 
worked  on  a  commercial  basis.  In  the  northern  provinces 
of  Chile  there  are  large  deposits  of  the  raw  mineral,  and 
many  millions  of  dollars  are  invested,  and  thousands  of 
men  em/ployed  in  the  manufacturing  of  the  substance 
known  as  nitrate.  It  is  perhaps  superfluous  to  mention 
that  the  chief  uses  of  the  nitrate  are  in  the  making  up  of 
artificial  manures,  and  also  explosives.  Large  quantities 
are  shipped  annually  to  all  parts  of  the  world,  and  of 
recent  years  large  profits  have  been  made  by  those  engaged 
in  this  business. 

A  general  idea  of  that  part  of  the  world  forming  the 
subject  of  this  article  may  be  interesting. 

The  two  provinces  of  Tarapaca  and  Atacama  are  situated 
between  the  Cordillera  of  the  Andes  and  the  Pacific 
ocean,  and  have  the  special  peculiarity  of  entire  absence 
of  rain,  wind,  and  cold. 

The  impression  which  a  visitor  receives  is  that  of  a 
dry  waste  of  sand  and  rocks,  stretching  for  thousands  of 
square  miles.  There  is  absolutely  no  animal  or  vegetable 
life,  with  the  exception  of  a  species  of  vulture,  an 
occasional  condor,  and  flies  by  the  million. 

Iquique,  which  is  the  seaport  of  Tarapaca,  is  situated  on 
a  sandbank  between  the  pampa  and  the  ocean.  There  is 
only  a  small  space  between  the  shore  and  the  pampa, 
which  latter  rises  suddenly  to  a  height  of  3,000  feet,  and 
shuts  in  the  town.  A  railway  is  the  chief  means  of  com- 
munication with  the  interior,  and  as  the  traveller  to  the 
pampa  watches  the  panorama  which  unfolds  as  the  train 
climbs  up  the  face  of  the  cliff,  it  is  borne  in  upon  him  that 
here  is  a  country  which  somehow  must  have  been  over- 
looked when  the  creation  was  taking  place.  With  the 
single  exceptions  of  light  and  air,  there  is  nothing  in  the 
whole  place  which  is  necessary  for  life.  Everything  has 
to  be  imported,  and  as  a  consequence  living  is  expensive, 
and  life  artificial. 

The  various  nitrate  works — or  oficinas — are  mostly 
situated  some  20  or  30  miles  from  the  coast,  and  as  the 
train  proceeds  over  the  desert  these  oficinas  are  seen  dotted 
here  and  there  at  intervals  of  a  few  miles. 

The  first  and  most  unusual  feature  which  strikes  an 
auditor  from  Europe  on  his  arrival  in  Tarapacd  is  the  fact 
that  he  has  perforce  to  live  with  and  accept  the  hospitality 
of  those  for  whom  he  is  working.  There  are  scarcely  any 
hotels,  and  those  there  are  are  bad.  Our  firm  have  a  large 
connection  amongst  the  English  companies  in  the 
province,  and  we  so  arrange  matters  that  the  audits  are 
kept  up-to-date,  so  as  to  prevent  a  congestion  of  work  at 
the  end  of  the  year.  It  is  no  uncommon  thing  for  my 
partners  and  myself  to  spend  months  at  a  time  on  the 
pampa,  during  which  period  we  seldom  sleep  for  more 
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The  train  service  is  bad,  and  in  order  to  get  around  it 
is  often  necessary  to  ride  20  odd  miles  to  a  neighbouring 
oficina. 

The  oficinas  themselves  are  in  reality  small  villages,  as, 
owing  to  the  isolation  and  lack  of  any  large  centres,  each 
oficina  has  to  be  self-supporting.  What  this  may  mean 
when  there  are  from  750  to  1,500  souls  employed  may  be 
understood. 

The  administration  houses  and  offices  are  in  many  cases 
very  comfortable,  and  the  auditor  meets  generally  with 
much  kindness  and  hospitality  during  his  visit.  In  several 
instances  the  whole  of  the  fittings  of  the  oficina  have  been 
imported  from  Europe,  and  everything  is  done  to  help  to 
make  the  employees  comfortable.  This  is  quite  necessary, 
as  the  general  mode  of  life  is  unattractive,  and  it  is  sound 
policy  to  try  to  make  the  best  of  the  circumstances. 

The  actual  manufacture  of  nitrate  of  soda  is  a  more  or 
less  simple  process.  The  raw  material,  or  caliche,  is  found 
at  depths  of  from  three  to  ten  feet  below  the  surface  of 
the  ground.  This  is  carted  to  the  oficina  works,  and  is 
there  crushed  to  a  small  size.  After  this  it  is  thrown  into 
large  boiling  tanks,  and  is  then  boiled  for  some  hours, 
until  the  nitraite  has  dissolved.  The  solution  is  then  run 
off  into  cooling  tanks,  or  bateas,  and  allowed  to  cool 
dcwn.  After  a  few  days  all  the  nitrate  has  become  pre- 
cipitated, and  the  surface  water  is  drawn  off,  leaving  only 
the  nitrate.  This  is  then  thrown  into  drying  yards,  or 
canchas,  and  is  turned  over  in  the  sun  until  the  greater  part 
of  the  moisture  has  been  evaporated.  It  only  remains  to 
put  the  nitrate  into  bags  and  send  it  down  to  the  port  for 
shipment. 

As  regards  the  Bookkeeping  Department,  there  is  a  very 
good  system  in  vogue,  which  appears  to  meet  the  circum- 
stances of  the  peculiar  business  conditions.  It  must  be 
borne  in  mind  that  nearly  all  the  companies  are  owned  out 
of  Chile,  and  it  therefore  is  necessary  to  keep  the  books  in 
such  a  way  that  the  head  offices  in  Europe  may  have  full 
details  furnished  to  them.  As  it  would  be  obviously 
impossible  to  send  home  the  subsidiary  books,  it  has  been 
found  advisable  to  incorporate  all  these  into  a  Journal, 
copies  of  which  book  are  sent  home  monthly.  The  books 
are  kept  on  the  Department  System,  and  the  cost  is  worked 
out  very  clearly  on  each  stage  of  the  preparing  of  the  raw 
material,  and  as  the  auditor  can  keep  a  close  check  on,  and 
compare  the  different  expenses  in  the  various  oficinas,  the 
work  of  an  audit  is  most  satisfactory  and  complete.  Each 
half-year  we  write  a  detailed  report  upon  every  item 
appearing  in  the  Balance  Sheet,  and  the  board  of  directors 
at  home  axe  thus  given  such  explanations  as  may  be  neces- 
sary. The  conception  of  a  Chartered  Accountant's  busi- 
ness out  here  spears  to  have  been  that  they  are  a  species 
of  unemployed  bookkeepers  who  were  prepared  to  take  up 


any  odd  work  connected  with  books  or  accounts.  During 
the  past  few  years,  however,  our  profession  has  vindi- 
cated its  right  in  Chile  to  be  called  such,  and  to-day  our 
firm  has  as  good  a  reputation  and  as  large  a  ccmnection 
as  the  majority  in  London. 

Besides  working  in  Iquique  we  have  our  head  office  in 
Valparaiso,  and  in  nearly  every  port  between  these  two 
places  we  have  work  to  do. 

The  nitrate  companies  and  the  nitrate  industry  provide 
a  combination  of  circumstances  which  have  to  be 
experienced  to  be  realised,  but  otherwise  work  goes  on 
much  as  it  does  in  such  businesses  in  London. 


Company  Xaw  S>ecf0fon0  in  1903* 

The  following  summary  of  the  more  important 
company  law  decisions  in  1905  is  reproduced  from 
The  Financial  Times  : — 

Share  Certificate  Forged  by  Secretary, — The  articles  of  associa- 
tion of  a  company  directed  that  the  certificates  of  title  to 
shares  in  the  company  should  be  issued  under  the  seal  of 
the  company  and  signed  by  two  directors,  and  countersigned 
by  the  secretary.  The  secretary,  in  order  to  procure  a  loan 
for  his  own  purposes,  gave  as  security  to  the  plaintifis  a 
document  purporting  to  be  a  certificate  for  5,000  shares  in 
favour  of  certain  nominees  of  the  plaintiffs.  This  document 
appeared  to  be  regular  on  the  face  of  it,  being  apparently 
sealed  with  the  seal  of  the  company,  signed  by  two  directors, 
and  countersigned  by  the  secretary ;  but,  in  fact,  the  seal 
had  been  affixed  without  authority  and  the  signatures  of  the 
two  directors  had  been  forged  by  the  secretary.  On  the 
faith  of  this  document  the  plaintiffs  procured  from  their 
nominees  and  advanced  to  the  secretary  the  sum  of  ^20,000. 
They  then  applied  to  have  their  nominees  registered  as 
holders  of  5,000  shares.  The  company,  having  discovered 
the  fraud  of  the  secretary,  refused  to  register  the  nominees 
of  the  plaintiffs.  In  an  action  to  recover  damages  for  the 
refusal,  it  was  held  that  the  company  were  not  estopped 
from  denying  the  plaintiffs'  title  to  /s.ooo  shares,  and  from 
refusing  to  register  the  nominees  of  the  plaintiffs,  inasmuch 
as  the  actual  scope  of  the  secretary's  authority  did  not  cover 
any  acts  other  than  those  of  a  purely  ministerial  character, 
such  as  bringing  the  certificate  before  the  directors  for  signa- 
ture and  appending  the  seal  of  the  company  in  their  presence 
(Ruben  v.  Great  Fingall  Cansolidated^  Lim.^  53  W.R.  100). 

Borrowing  on  Certificates. — On  April  19th  1904  B.  became 
the  registered  owner  of  shares  in  the  defendant  company, 
and  certificates  of  his  ownership  were  made  out,  but  were 
not  sent  to  him.  On  the  same  day  a  transfer  by  B.  to  H. 
and  M.  of  1,500  shares  was  presented  to  tb^^tepretary  of  the 
Digitized  by  VnOO 
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company,  and  the  secretary  endorsed  upon  it  a  certification 
certifying  that  the  certificates  had  been  forwarded  to  the 
company's  ofiicer,  and  the  transfer  so  certified  was  returned 
to  H.  and  M..  and  they  then  executed  it,  and  had  since 
become  the  registered  owners  of  the  shares.  On  22nd  April 
the  secretary,  having  occasion  to  send  B.  certificates  for 
other  shares  in  the  company,  by  mistake  enclosed  the  certifi- 
cates for  the  1,500  shares  which  had  been  transferred  to  H. 
and  M.  Subsequently  the  plain tififs  made  advances  to  B. 
on  a  deposit  of  the  certificates  for  the  1,500  shares  with 
transfers  of  the  shares.  The  loans  not  being  repaid,  the 
plaintiffs  sent  in  the  transfers  to  the  company  for  registra- 
tion. Finding  that  they  were  unable  to  obtain  registration, 
they  brought  the  action  for  registration  of  the  transfers  and 
delivery  of  the  certificates  and  damages.  They  based  their 
claim  on  estoppel  arising  from  the  negligence  of  the  secretary 
in  returning  the  certificates  to  B.  after  the  certification. 
The  Court  of  Appeal  held  that,  admitting  that  there  was 
negligence  for  which  the  company  might  have  been  liable 
to  those  who  were  entitled  to  rely  on  the  certification,  the 
plaintiffs  were  not  persons  who  could  rely  on  it,  and  they 
had  failed  to  show  that  there  was  any  duty  on  the  part  of 
the  company  to  retain  the  certificates,  either  to  them 
personally  or  to  the  public,  or  to  any  section  of  the  public, 
or  to  persons  desirous  of  becoming  members  of  the  company ; 
under  Section  31  of  the  Companies  Act,  1862,  a  certificate 
was  only  prima  facie  evidence  of  title  to  shares,  and  the  plain- 
tiffs were  not  entitled  to  assume  as  against  the  company, 
without  inquiry,  that  there  had  been  no  dealing  with  the 
shares  since  the  issue  of  the  certificates  to  B.  from  the  mere 
fact  of  finding  them  in  his  possession  ;  further,  the  negli- 
gence was  mt  the  real  or  proximate  cause  of  the  plaintiffs' 
loss,  but  the  improper  use  of  the  certificates  made  by  B. 
after  they  were  returned  to  him,  and  mere  negligence  would 
not  raise  estoppel.  The  circumstances,  therefore,  were  not 
sufiicient  to  raise  a  case  of  estoppel  against  the  company. 
The  secretary  of  the  company,  on  receipt  from  the  plaintiffs 
of  the  transfers  to  them,  gave  an  acknowledgment  of  the 
receipt  of  them  for  registration  in  favour  of  the  transferees, 
"subject  to  the  approval  of  the  directors,"  with  a  note 
appended  that  the  receipt  must  be  returned  to  the  company's 
office  in  exchange  for  the  relative  share  certificates,  which 
would  be  ready  on  a  day  named.  The  Court  of  Appeal  held 
that  the  receipts  were  not  a  recognition  on  behalf  of  the 
company  of  the  plaintiffs'  title,  and  did  not  bind  the  com- 
pany to  issue  certificates  on  the  day  named  (Lont^man  v.  Bath 
Electric  Tramways,  1905,  i  Ch.  646). 

Forged  Deed  of  Transfer,— When  a  person  is  requested  to 
discharge  a  statutory  duty  by  and  for  the  benefit  of  another 
a  contract  is  implied  on  the  part  of  the  latter  to  indemnify 
the  former  from  the  consequences  of  his  act.  Thus,  where 
a  corporation  registers  a  transfer  of  its  stock,  apparently 
valid  but  in  reality  forged,  and  the  corporation  has  been 


compelled  to  make  good  the  loss  to  the  true  owner  of  the 
stock,  it  is  entitled  to  recover  the  loss  sustained  from  the 
person  at  whose  request  the  forged  transfer  was  registered 
(Sheffield  Corporation  v.  Barclay,  93  L.T.  83  House  of  Lords). 
Note  OH  a  Certificate. — C,  the  registered  holder  of  shares 
in  the  defendant  company,  in  May  1903  deposited  the 
certificate  for  the  shares  with  the  plaintiff  as  security  for  a 
loan,  and  executed  a  transfer  to  the  plaintiff  with  the  date 
left  in  blank.  There  was  a  note  at  the  foot  of  the  certificate, 
"Without  the  production  of  this  certificate  no  transfer  of 
the  shares  mentioned  therein  can  be  registered."  C,  who 
was  in  the  employment  of  the  company  in  June  1903. 
entered  into  an  arrangement  with  the  managing  director 
and  two  of  the  officers  of  the  company  for  an  advance  to  be 
made  to  him  by  the  company,  part  of  the  arrangement  being 
that  he  should  sell  his  shares  in  the  company,  and  that  the 
proceeds  of  sale  should  be  paid  to  the  company  in  part 
repayment  of  the  loan.  C.  sold  his  shares  to  Y.  for  /90, 
and  the  money  was  paid  by  Y.  to  the  company.  C.  lodged 
a  transfer  of  the  shares  to  Y.  with  the  company  for  registra- 
tion without  the  certificate  but  with  a  declaration  that  the 
certificate  was  held  by  a  friend  of  his,  but  not  **  as  a  charge 
against  any  loan  or  other  consideration."  C.  was  trusted 
by  the  directors,  and  they,  acting  in  good  faith,  accepted 
his  statement  and  registered  the  transfer  to  Y.  and  issued  a 
new  certificate  to  him.  The  Court  of  Appeal  held,  on  the 
facts,  that  the  company  had  received  the  /90  with  such 
knowledge  and  under  such  circumstances  that  they  ought  to 
be  treated  as  having  received  it  to  the  use  of  the  plaintiff, 
and  the  plaintiflf  was  entitled  to  recover  it  from  the  company 
(Rainford  v.  James  Keith  and  Blackman  and  Company,  1905. 
2  Ch.  147). 

Minimum  Subscription  for  an  Issue.  ^In  response  to  the  issue 
of  a  prospectus  the  company  received  applications  for  the 
full  amount  of  the  minimum  subscription  named,  accom- 
panied by  cheques  for  the  application  money,  and  it  went 
to  allotment.  At  the  time  of  allotment  a  considerable 
number  of  the  cheques  sent  for  the  application  money  had 
not  been  credited  to  the  company's  banking  account,  and 
certain  of  those  cheques  were  after  the  allotment  dis- 
honoured. The  Court  of  Appeal  held  that  the  sum  payable 
on  application  for  the  amount  fixed  by  the  prospectus  as  the 
minimum  subscription  had  "  not  been  paid  to  and  received 
by  the  company ' '  within  the  meaning  of  Subsection  i  of 
Section  4  of  the  Companies  Act,  1900,  and  the  allotment  was 
voidable.  The  contention  of  Subsection  i  of  Section  4  is 
that  no  allotment  should  be  made  until  the  company  has 
actually  received  payment  of  the  application  money,  and 
if  cheques  are  sent  with  the  applications  they  ought  to  be 
cleared  before  an  allotment  is  made  (Mears  v.  Western 
Canada  Pulp  and  Paper  Company^  93  L.T.  150). 

Irregular  Allotment.— \n  allotment  of  shares  made  by  the 
directors  of  a  company  before  the  minimum  subscription  is 
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obtained  is  voidable,  not  void.  If,  owing  to  the  fact  of  the 
company  having  been  registered  before  the  passing  of  the 
Companies  Act,  1900,  the  time  limit  fixed  under  Section  5 
by  reference  to  the  statutory  meeting  is  inapplicable,  the 
shareholder  may  n!scind  his  contract  to  take  the  shares  at 
any  time  before  he  has  affirmed  it  expressly  or  by  conduct. 
An  allotment  by  directors  in  contravention  of  Section  4  is 
not  ultra  vires,  but  is  simply  a  breach  of  a  statutory  duty  for 
which  the  shareholder  has  his  legal  remedy.  The  Court 
will  not,  therefore,  interfere  by  injunction  to  restrain  the 
directors  from  proceeding  with  the  allotment  {Finance  and 
Issue,  Lim,  v.  Canadian  Produce  Corporation,  1905,  i  Ch.  37). 

Forfeited  Shares. — A  limited  company  forfeited  shares  for 
non-payment  by  the  holders  of  a  call  for  the  full  amount 
remaining  unpaid  thereoa.  The  company  sold  the  share.^ 
to  purchasers,  the  contract  of  sale  providing  that  the  shares 
were  to  be  deemed  discharged  from  all  prior  calls.  Subse- 
quently the  forfeiting  holders  paid  a  portion  of  the  call. 
The  company  having  gone  into  liquidation,  the  liquidator 
endeavoured  to  recover  from  the  purchasers  the  full  amount 
of  the  call.  It  was  held  that  the  liquidator  was  not  entitled 
to  receive  the  amount  of  the  call  twice  over,  and  that  the 
purchasers  must  be  allowed  the  benefit  of  the  payment  made 
by  the  forfeiting  holders  in  respect  of  the  shares  (In  re  Randt 
Gold  Mining  Company,  20  T.L.R.  419). 

Two  Meetings  Convened  on  One  Notice. — A  provision  in  the 
articles  of  association  of  a  company  that  whenever  it  is 
intended  to  pass  a  special  resolution  the  two  meetings  may 
be  convened  by  one  and  the  same  notice,  and  it  shall  be  no 
objection  that  the  notice  only  convenes  the  second  meeting 
contingently  on  the  resolution  being  passed  by  the  requisite 
majority  at  the  first  meeting,  it  is  not  ultra  vires  or  incon- 
sistent with  the  letter  or  the  spirit  of  Section  11  of  the 
Companies  Act,  1862,  and  a  notice  given  in  conformity  with 
this  provision  would  be  a  valid  notice,  and  the  second  meet- 
ing summoned  by  it  would  be  duly  summoned  (In  re  North 
of  England  Steamship  Company,  1905,  2  Ch.  15). 

Voting  Qualification  of  Proxy. — Although  by  one  of  the 
articles  of  association  of  a  company  no  person  is  to  be 
allowed  to  vote  as  a  proxy  unless  the  instrument  appointing 
him  is  deposited  as  therein  prescribed  before  *'  the  meeting 
"  at  which  the  person  named  in  such  instrument  proposes 
'*  to  vote,"  it  is  not  necessary  that  the  proposed  proxy 
should  actually  be  '*  named  *'  if  he  is  sufficiently  described 
for  all  business  purposes.  An  article  requiring  that  no  person 
shall  be  appointed  as  proxy  '*  who  is  not  a  shareholder  in 
the  company  "  is  sufficiently  complied  with  if  he  is  a  share- 
holder at  the  time  when  he  is  called  upon  to  act  as  a  proxy, 
thoogb  he  \7as  not  a  shareholder  at  the  date  of  the  appoint- 
ment (Bombay-Burmah  Trading  Corporation  v.  Shroff,  1905, 
A.C.  213). 

Fully-paid  Shares  as  a  Purchase  Consideration.— A.  company, 


called  the  vendor  company,  sold  a  mining  property  to  a 
limited  company  called  the  Great  Central  Company,  in  con- 
sideration of  fully-paid  shares  in  the  Great  Central  Com- 
pany. A  person  acting  with  the  authority  of  both  companies 
entered  into  an  agreement  with  the  defendant  Chapman, 
whereby  the  latter  agreed  to  take  5,000  £1  shares  in  the 
Great  Central  Company  at  the  price  of  ^^5.000,  and,  in 
addition,  he  was  to  have  a  transfer  from  the  vendor  com- 
pany of  15,000  fully-paid  shares  in  the  Great  Central  Com- 
pany, being  part  of  the  shares  belonging  to  the  vendor 
company  as  the  purchase  price  of  the  mine.  It  was  held 
by  the  Privy  Council  that  this  was  not  an  issue  of  shares  by 
the  Great  Central  Company  at  a  discount,  and  the  trans- 
action was  valid  (Chapman  v.  Great  Central  Freehold  Mines, 
22  T.L.R.  90). 

Registration  of  Shares.— By  one  of  the  articles  of  associa- 
tion of  a  company.  **  the  directors  may  decline  to  register 
'*any  transfer  of  shares  upon  which  the  company  has  a 
"  lien,  and  in  case  of  shares  not  fully  paid  up,  may  refuse 
"  to  register  a  transfer  to  a  transferee  of  whom  they  do  not 
"  approve."  The  defendant,  who  was  the  registered  holder 
of  partly-paid  shares  in  a  company,  executed  a  transfer  of 
them,  and  the  transfer  was  lodged  with  the  secretary,  who 
at  once  entered  the  name  of  the  transferee  on  the  register. 
The  transfer  came  subsequently  before  the  directors,  who, 
acting  under  the  above  article,  refused  to  pass  it.  and  the 
secretary  struck  the  name  of  the  transferee  out  of  the 
register.  The  directors  afterwards  made  a  call  upon  the 
shares.  In  an  action  to  recover  the  calls,  the  secretary  in 
his  evidence  stated  that  be  had  no  authority  to  pass 
transfers,  and  that  he  made  the  entry  in  the  register  merely 
in  order  to  keep  pace  with  the  work,  and  that  the  directors 
had  never  before  refused  to  sanction  a  transfer.  It  was 
held  that  the  secretary  had  no  authority  to  enter  the 
transfers  at  once,  and  that,  therefore,  the  defendant 
remained  the  registered  holder  of  the  shares,  and  was  liable 
for  calls  (Chida  Mines  v.  Anderson,  22  T.L.R.  27). 

Bankrupt  Shareholder  and  his  5Aar;s.— A  shareholder  in  a 
limited  company  was  adjudicated  bankrupt.  The  shares 
were  partly  paid,  and  the  company  proved  in  the  bank- 
ruptcy for  the  amount  uncalled  upon  the  shares,  and 
received  a  dividend  in  respect  thereof.  The  company  sub- 
sequently went  into  voluntary  liquidation,  and  after 
satisfying  all  its  liabilities  it  bad  surplus  assets  for  dis- 
tribution among  its  shareholders.  The  trustee  in  bank- 
ruptcy of  the  bankrupt  shareholder  asked  for  a  declaration 
that  his  shares  should  be  treated  as  fully-paid  for  the  pur- 
pose of  any  distribution  of  assets.  The  Court  of  Appeal 
held  that,  as  the  trustee  had  not  paid  the  full  amount  on 
I  the  shares,  he  was  not  entitled  to  the  declaration  (In  re  West 
Coast  Goldfields,  22  T.L.R.  39). 

Borrowing  for  Unauthorised  Purposes. — Where  a  company 
borrows  money  within  the  limits  of  its  p^wep  of  borrowing, 


122 


THE     ACCOUNTANT 


January  27,  1906. 


the  lender  is  under  no  obligation  to  inquire  for  what 
purposes  the  borrowing  is  made,  or  whether  the  money  is  to 
be  applied  for  objects  within  the  powers  of  the  borrowing 
company.  Where  a  director  of  a  lending  company  has  in 
his  private  capacity  acquired  knowledge  as  to  the  purposes 
to  which  a  borrowing  company  intends  to  apply  money 
borrowed  by  them  upon  the  security  of  a  debenture,  there  is 
no  duty  on  the  director  to  disclose  that  knowledge  to  the 
lending  company,  and  such  knowledge  will  not  be  imputed 
to  them  so  as  to  avoid  the  debenture  if  the  purposes  are 
improper  and  ultra  vires  {In  re  Payne  S*  Co. ;  Young  v,  Payne 
&-  Co.,  73  LJ.Ch.  849). 

Floating  Charge  and  Jeopardy. — Where  a  company  has  issued 
debentures  giving  a  floating  charge  on  its  present  and  future 
property,  the  debenture-holders  are  entitled  to  the  appoint- 
ment of  a  receiver  on  the  sole  ground  of  jeopardy  to  the 
security,  even  although  nothing  may  be  due  and  presently 
payable  to  the  debenture-holders.  The  fact  that  the  creditor 
has  issued  a  writ  and  signed  judgment,  and  is  in  a  position 
to  issue  execution,  may  constitute  jeopardy.  Persons 
supplying  such  a  company  with  goods  have  an  expectation 
of  being  paid  only  when  such  payment  would  be  in  the 
ordinary  course  of  business.  This  expectation  is  intercepted 
when  a  receiver  is  appointed,  but  even  before  the  appoint- 
ment those  creditors,  as  between  themselves  and  the  deben- 
ture-holders, have  no  right  to  enforce  payment  of  their  debts 
in  priority  to  the  latter  {In  re  London  Pressed  Hinge  Company, 
1905,  I  Ch.  576). 

Mortgage  of  Book  Debts, — A  mortgage  of  the  book  debts, 
present  and  future,  of  a  company  (but  not  including  un- 
called capital),  by  which  the  mortgagees  were  empowered, 
but  were  under  no  obligation,  to  give  notice  to  the  debtors, 
and  on  such  notice  to  receive  the  debts  or  appoint  a  receiver 
thereof,  and  on  default  of  the  mortgagors  to  exercise  their 
power  of  sale,  was  held  by  the  House  of  Lords  to  be  a 
"floating  charge*'  within  the  meaning  of  Section  14,  Sub- 
section I  (i),  of  the  Companies  Act,  igoo  {Ulingioorth  v. 
Houldsworth,  20  T.L.R.  633). 

Receiver  for  Debenture-holders, — A  receiver  was  appointed 
by  debenture-holders  under  a  power  conferred  by  the 
debentures.  The  receiver  was  authorised  by  the  terms  of 
the  debentures  inter  alia  to  take  possession  of  the  property 
charged  by  the  debentures;  to  carry  on  or  concur  in 
carrying  on  the  business  of  the  company  ;  and  to  make  any 
arrangement  or  compromise  which  he  should  think  expedient 
in  the  interests  of  the  debenture-holders.  It  was  held  that, 
for  the  purpose  of  carrying  on  the  business  of  the  company, 
the  receiver  might  first  create  a  valid  charge  on  property 
comprised  in  the  debentures  to  have  priority  over  the  charge 
of  the  debenture-holders  ;  and  secondly,  pledge  the  personal 
credit  of  the  debenture-holders  (Robinson  Printing  Company  v. 
•'  Chic,''  Lim.,  1905,  2  Ch.  123). 


Realisation  of  Security  covered  by  Debentures, — A  company's 
debenture  trust  deed  provided  that  money  arising  from 
realisation  of  securities  should  be  applied  in  payment  first 
of  arrears  of  interest  on  debentures,  and  secondly  of 
principal.  By  a  judgment  in  a  debenture-holders'  action 
it  was  declared  that  the  trusts  of  the  deed  ought  to  be  carried 
into  effect,  and  the  usual  accounts  and  inquiries  were 
directed.  The  order  on  further  consideration  was  made 
on  the  footing  of  the  assets  being  insufficient,  and  ceased  to 
continue  an  account  distinguishing  between  capital  and 
income.  By  a  subsequent  order  of  15th  June  1896  the 
trustees  were  authorised  to  pay  the  balance  of  interest  to  a 
date  found  by  the  chief  clerk's  certificate  (on  which  income- 
tax  was  duly  paid),  and  out  of  any  surplus  to  pay  a  dividend 
of  I  per  cent,  on  account  of  what  was  due  on  the  debentures, 
and  by  an  order  of  21st  July  1897,  ^^^  t>y  subsequent  similar 
orders,  the  trustees  were  authorised  to  pay  further  dividends 
on  account  generally  of  what  was  due  on  the  debentures  for 
principal  and  interest.  Realisation  was  almost  completed, 
and  the  past  payments  made  under  the  above  orders, 
together  with  any  further  sum  which  might  be  available  if 
applied  solely  in  discharge  of  principal,  would  not  te 
sufficient  to  pay  the  principal  in  full.  The  Crown  claimed 
income-tax  on  the  dividend  of  i  per  cent,  under  the  order 
of  15th  June  1896,  and  on  all  subsequent  dividends  paid  on 
account  generally.  It  was  held  by  the  Court  of  Appeal  that, 
according  to  the  true  meaning  of  the  orders,  and  having 
regard  to  the  insufficiency  of  the  assets,  these  payments 
ought  not  to  be  governed  by  the  order  of  payment  prescribed 
by  the  trust  deed,  but  ought  now  to  be  attributed  to 
principal,  and  that  income-tax  was  not  therefore  payable  in 
respect  of  any  part  of  such  payments  (Smith  v.  Law  Guarantee 
and  Trust  Society,  20  T.L.R.  789). 

Debentures  obtained  by  Misrepresentation,  —  Debentures 
obtained  from  a  company  by  misrepresentation  were,  after 
the  company  had  gone  into  voluntary  liquidation,  transferred 
for  value  to  a  person  having  no  notice  that  the  transferor's 
title  was  open  to  dispute.  The  transferee  gave  notice  of  the 
transfer  to  the  liquidator,  but  did  not  demand  registration. 
The  debentures  contained  a  covenant  for  payment  by  the 
company  to  the  registered  holder ;  and  endorsed  conditions 
provided  that  the  registered  holder  or  his  personal  represen- 
tative would  be  regarded  as  exclusively  entitled  to  the 
benefit,  that  a  transfer  would  be  registered  on  delivery  at  the 
registered  office  of  the  company  with  the  prescribed  fee  and 
evidence  of  title  or  identity,  and  that  the  principal  and  interest 
would  be  paid  without  regard  to  equities  between  the  com- 
pany and  the  original  or  any  intermediate  holder,  and  the 
receipt  of  the  registered  holder  should  be  a  good  discbarge. 
It  was  held  that  the  transferee  was  not  entitled  to  hold  the 
debentures  free  from  equities  between  the  company  and  the 
transferor.  It  seems,  even  if  the  transferee  had  demanded 
r^stration,  the  companypwould  bayef  been  entitled  to  enforce 
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its  eqaities.  Conditions  such  as  those  endorsed  are  only  a 
protection  to  the  transferee  when  he  has  been  placed  upon 
the  register  (/»  re  Palmer's  Decoration  and  Furnishing  Company, 
53  W.R.  142). 

Windinf-up — Sale  of  Undertiking. — Where  the  memorandum 
of  association  of  a  railway  company  incorporated  under  the 
Companies  Acts,  1862  to  i882»  and  not  governed  by  the 
Companies  Clauses  Acts,  enables  it  to  borrow  money  by  the 
issue  of  debenture  stock,  and  the  articles  of  association  pro- 
vide that  the  board  may  issue  such  stock  as  redeemable  or 
irredeemable,  debenture  stock  issued  as  irredeemable  is  never- 
theless redeemable  at  par  on  the  winding-up  of  the  company. 
Articles  of  association  can  be  read  for  the  purpose  of  explain- 
ing the  memorandum  in  respect  of  a  matter  which  need  not 
appear  in  the  latter.  For  example,  the  borrowing  of  money 
by  a  railway  company — but  not  for  the  purpose  of  showing 
that  borrowing  means  the  granting  of  perpetual  annuities, 
for  that  is  not  borrowing,  nor  is  it  a  purpose  subsidiary  to 
the  general  objects  of  such  a  company  {In  re  Southern 
Branlian  Rio  Grande  do  Sul  Railway,  1905,  2  Ch.  78). 

Re-issuimg  Debentures,— A  company  issued  a  series  of  deben- 
tures to  rank  pari  passu  as  a  first  charge,  the  company  not  to 
be  at  liberty  to  create  any  mortgage  or  charge  on  the 
security  in  priority  to  or  pari  passu  with  those  debentures. 
Cextaio  of  the  debentures  having  been  issued  as  security  for 
loans  were,  on  repayment  of  the  loans,  returned  to  the 
company  with  blank  transfers.  These  debentures  were 
subsequently  assigned  to  fresh  holders  for  value  by  com- 
pleting the  transfers.  It  was  held  by  the  Court  of  Appeal 
that  on  payment  off  of  the  loans  for  which  they  were  issued 
as  security  the  debentures  were  paid  off,  and  that  the  holders 
of  these  debentures  could  not  rank  pari  passu  with  the  other 
debenture- holders  {In  re  Tasker  6*  Sons,  Lim.,  74  L.J. 
Ch.  283). 

Purchase  by  a  Company  oj  its  own  Debentures. — The  effect  of 
a  company  purchasing  its  own  debentures  is  to  extinguish 
the  debt,  for  the  company  cannot  be  at  the  same  time  both 
mortgagor  and  mortgagee  of  its  own  property.  Where, 
ttierefbre,  a  company  had  taken  transfers  to  itself  of  its  own 
debentures,  and  had  registered  them  in  its  own  name,  and 
had  afterwards  resold  the  debentures,  the  purchasers  were 
held  to  have  acquired  no  right  to  share  with  the  other 
dibeot are-holders  of  the  same  series  in  the  distribution  of 
the  proceeds  of  the  security  {In  re  Routledge  6*  Sons,  Lim., 
53  W.R.  44). 

Transfer  of  Debentures  to  Trustees. — Where  debentures,  the 
ooditions  of  each  of  which  were  that  the  moneys  thereby 
secured  were  to  be  paid  without  regard  to  any  equities 
between  the  company  and  the  original  or  any  intermediate 
holder,  and  that  the  registered  holder  was  to  be  treated  as 
exclusively  entitled  to  the  benefit  of  the  debenture,  and  that 
the  company  was  not  bound  to  enter  on  the  roister  notice 


of  any  trust,  or  to  recognise  any  right  in  any  person,  were 
by  deed  assigned,  by  psrsons  who  were  indebted  to  the 
company  to  a  trustee  for  creditors,  and  the  trustee  was 
entered  on  the  register  as  the  holder  of  the  debentures, 
and  neither  the  company  nor  the  other  debenture-holders 
had  come  in  under  the  deed,  it  was  held  by  the  Court  of 
Appeal  that  the  trustee,  being  simply  general  assignee  in 
trust  for  creditors,  took  the  debentures  subject  to  the  same 
equities  as  his  assignors  were  subject  to,  and  that  con- 
sequently, notwithstanding  the  conditions  on  the  debentures, 
he  was  not  entitled  to  share  in  a  fund  in  Court  in  a 
debenture-holder's  action,  which  was  available  for  dividend, 
without  bringing  into  account  the  debt  due  to  the  company 
by  his  transferors  (/«  re  Brown  S-  Gregory,  Ltm.,  11 
Mans.  402). 

Priority  of  Receiver's  Expenses. — A  company  issued  deben- 
tures, which  gave  a  floating  charge  upon  its  undertaking  and 
property.  A  receiver  and  manager  was  appointed  in  a 
debenture-holder's  action,  and  orders  were  made  in  the 
action,  giving  the  receiver  liberty  to  borrow  money  for  the 
purpose  of  preserving  the  property  of  the  company  com- 
prised in  the  del)entures,  the  moneys  so  borrowed  to  be  a 
first  charge  on  such  property.  The  moneys  were  advanced 
by  the  plaintiffs  in  the  del)enture-holder's  action,  and  on 
each  advance  the  receiver  executed  a  deed  in  favour  of  the 
plaintiffs  giving  them  a  first  charge  upon  the  property  and 
declaring  that  he  should  not  be  personally  liable  to  repay 
the  advance  out  of  his  own  moneys.  The  company's  assets 
eventually  proved  insufficient  to  reply  the  advances  after 
piyment  of  the  expenses  of  receivership  and  management. 
It  was  held  by  the  Court  of  Appeal  that  the  expenses  of 
receivership  and  management  had  priority  over  the  charges 
given  to  the  plaintiffs  for  the  sums  advanced  by  them  (In  re 
Glasdir  Copper  Mines,  22  T.L.R.  100). 

Income  Tax, — A  company  registered  in  England  purchased 
nitrate  grounds  abroad,  which  contained  large  quantities  of 
*'  caliche,"  which  was  the  raw  material  from  which  nitrate 
was  produced.  The  caliche  was  dug  up  from  the  surface  of 
the  land  and  taken  to  manufacturing  works,  where  the  nitrates 
were  extracted.  The  exact  amount  of  caliche  used  by  the 
company  in  any  year  could  be  ascertained  without  difficulty. 
In  assessing  the  profits  of  the  company  to  income-tax  under 
Schedule  D  of  the  Income  Tax  Acts,  the  company  claimed  a 
deduction  in  respect  of  the  cost  of  the  raw  material 
** caliche,"  as  being  a  disbursement  or  expense  for  the 
purposes  of  their  trade.  It  was  held  by  the  House  of  Lords 
that  the  caliche  represented  capital  of  the  company,  and  that 
a  deduction  was  allowable  for  capital  expenditure  (The 
Alianza  Company  v.  Bell,  22  T.L.R.  94). 

Dividends  and  Income  Tax. — By  Section  16  of  the  Ash  ton 
Gas  Company's  Act  the  profits  of  the  company  to  be 
divided  among  the  shareholders  in  any  year  were  not  to 
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exceed  lo  per  cent,  per  annum  on  the  ordinary  capital  of  the 
company.  It  was  held  by  the  House  of  Lords  that  the 
dividend  to  be  paid  in  any  year  to  the  shareholders  ought  to 
bs  calculated  as  including,  and  not  excluding,  the  income-tax 
thereon  {Ashton  Gas  Company  v.  Attorney-General,  22  T.L  R. 
82). 

Scope  of  a  Garnishee  Order,— k  garnishee  order  does  not 
operate  as  a  charge  upon  the  goods  in  the  hands  of  the 
garnishee.  The  plaintiff  recovered  judgment  for  a  debt 
against  the  defendants.  At  that  date  the  defendants,  a  firm, 
were  in  process  of  assigning  the  goodwill  of  their  business 
and  all  their  assets  to  a  limited  company  T.  &  Co.,  which 
had  recently  been  incorporated  and  registered  under  the 
Companies  Acts.  Six  months  later  T.  &  Co.  were  indebted 
to  the  defendants  in  a  sum  of  money,  and  the  plaintiff 
obtained  under  Order  XLV.,  R.  i,  a  garnishee  order  absolute 
attaching  debts  due  from  the  company  to  the  defendants. 
The  garnishees  subsequently  borrowed  bond  fide  a  sum  of 
money  from  W..  and  issued  to  him  a  debenture  covering  all 
their  assets  and  property  to  secure  repayment  of  the  loan. 
Executions  against  the  garnishees  were  then  put  in  by  the 
garnishor,  and  the  Sheriff  having  seized  goods  of  the 
garnishees,  W.,  appointed  a  receiver  and  claimed  the  goods 
under  his  debenture.  It  was  held  that  this  debenture- 
holder,  in  respect  of  the  goods,  was  entitled  to  priority  over 
the  garnishee  issuing  execution  under  his  garnishee  order 
(Geisse  v.  Taylor,  74  L.J.  K.B.  912). 

Loans  to  a  Company's  Servant. — The  directors  of  a  com- 
pany had  power  by  the  articles  to  lend  money,  and  generally 
undertake  such  other  financial  opsrations  as  might  in  their 
opinion  be  incidental  or  useful  to  the  general  business  of 
the  company.  The  Court  of  Appeal  held  that  this 
authorised  the  making  of  a  loan  to  a  servant  trusted  by  the 
company  (Rainsford  v.  James  Keith  &>  Blackman  Co.^  1905, 
2  Ch.  147). 

Payment  0/  Director's  Travelling  Expenses. — A  director  of  a 
company  who  is  paid  for  his  services  is  not  entitled,  in  the 
absence  of  special  circumstances,  to  be  paid  his  expenses  of 
traveling  to  and  from  board  meetings  out  of  the  company's 
funds,  unless  such  payment  is  authorised  by  the  instrument 
which  regulates  the  company,  or  by  the  shareholders  at  a 
properly  convened  meeting,  and,  in  the  absence  of  such 
authority  or  special  circumstances,  a  resolution  of  the 
directors  giving  their  travelling  expenses  to  all  the  directors 
is  bad  {Young  v.  Naval  and  Military  and  Civil  Service  Co- 
operative Society  of  South  Africa^  1905,  i  K.B.  687). 

Liability  for  Cost  oj  Litigation. — J.,  M.,  and  I.  were 
directors  of  a  company  which  was  being  voluntarily  wound 
up.  In  the  course  of  the  liquidation  it  appeared  that 
cheques  signed  by  J.  and  M.  had  been  drawn  against  the 
bank  account  of  the  company  for  purposes  in  which  I. 
alone    was    interested,  but    that    on    the    whole    account 


lodgments  had  been  made  by  I.  to  the  credit  of  the  com- 
pany to  an  amount  larger  than  the  sums  drawn  out  upon 
the  cheques  so  signed  by  J.  and  M.  On  a  summons  by  the 
liquidator  under  Section  165  of  the  Companies  Act,  1862,  to 
determine  whether  these  sums  had  been  expended  ultra  vires 
and  in  breach  of  trust,  and,  if  so,  that  the  director  should 
repay  the  said  sums,  it  was  found  that  no  money  loss  had 
been  sustained  by  the  company,  but  the  Court  decided  that 
the  directors  were  guilty  of  gross  neglect  and  breach  of 
duty,  and  that  such  neglect  and  breach  of  duty  were  the 
cause  of  the  litigation,  and  ordered  that  the  directors 
should  pay  the  cost  of  the  summons  and  inquiry.  The 
Court  of  Appeal  of  Ireland  held  that  the  Court  had  power 
to  make  the  order  that  the  directors  should  pay  the  costs, 
although  the  claim  of  the  liquidator  for  repayment  of  money 
had  failed  (In  re  Ireland  6*  Co.,  1905,  i  Tr.R.  133). 

An  Undisclosed  Material  Contract.  —  In  an  action  against 
the  directors  of  a  company  for  breach  of  the  statutory 
obligation  imposed  by  Section  38  of  the  Companies  Act, 
1867,  to  disclose  in  the  prospectus  particulars  of  contracts, 
the  plaintiff  must  satisfy  the  Court  that  he  has  been 
damaged  by  the  omission  to  disclose.  The  mere  fact  that  a. 
material  contract  has  not  been  disclosed  raises  no  presump- 
tion of  law  that  the  plaintiff  was  induced  to  take  his  shares 
by  the  omission,  or  would  not  have  taken  them  if  the  con- 
tract had  been  disclosed.  The  plaintiff,  in  order  to  succeed, 
must  satisfy  the  Court  that  if  the  omitted  contract  had  been 
disclosed,  he  would  not  have  applied  for  the  shares  (Nash  v . 
Calthorpe,  1905,  2  Ch.  237). 

Remuneration  of  Trustees  as  Directors. — When  trustees  hold 
shares  belonging  to  the  trust,  and  they  are  appointed 
directors  of  the  company  in  respect  of  such  holding,  and 
there  is  no  provision  in  the  will  enabling  them  to  retain 
their  remuneration  as  such  directors  for  their  own  benefit, 
they  must  account  for  such  remuneration  to  the  trust,  and 
the  remuneration  is  to  be  treated  as  capital,  and  will  go  to 
the  remaindermen  as  an  accretion  to  their  shares  (In  re 
Francis,  92  L.T.  77). 

Manager* s  Liability  fur  False  Statements. — A  person  who  in 
fact  manages  the  affairs  of  a  limited  company  is  a  manager 
within  the  meaning  of  Section  84  of  the  Larceny  Act,  1861, 
although  he  may  not  have  been  appointed  to  the  office  under 
the  Companies  Act,  1862,  and  is  therefore  liable  to  t>e 
convicted  under  that  section  of  unlawfully  making,  circulat- 
ing and  publishing  written  statements,  false  to  his  know- 
ledge, with  intent  to  induce  persons  to  become  shareholders 
in  the  company  (Rex  v.  Lawson,  1905,  i  K.B.  541). 

Company^ s  Annual  Return. — When  a  company  neglects  to 
send  to  the  Registrar  of  Joint  Stock  Companies  the  aniiua.1 
return  required  by  Section  26  of  the  Companies  Act,  1862, 
as  amended  by  Section  19  of  the  Companies  Act,  1900,  and 
the  Registrar  strikes  the  name  of  the  company  off    tlie 
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register  under  Section  7,  Subsection  4,  of  the  Companies  Act, 
1880,  as  a  defunct* company,  the  Court,  upon  an  application 
under  Section  7,  Subsection  5,  of  the  Act  of  1880  to  restore  the 
name  to  the  register,  has  no  power  to  impose  a  penalty  as  a 
condition  of  restoring  the  same.  By  Section  7,  Subsection  4, 
of  the  Act  of  1880,  the  effect  of  striking  the  name  of  a  com- 
pany off  the  roister  is  to  dissolve  the  company,  but  the 
personal  liability  of  its  officers  for  the  engagements  made  as 
its  agents  is  preserved,  and  the  mere  restoration  of  the  name 
to  the  register  does  not  relieve  them  from  that  liability.  To 
relieve  them  from  liability  the  Court  must  make  an  order 
under  Section  7,  Subsection  5  {In  re  Brown  Bayley*$  Steel  Works, 
21  T.L.R.  374). 

Invalid  Appointment  of  Director. — A  company  was  registered 
in  1897  under  the  Companies  Act,  and  the  following  day  a 
meeting  of  the  subscribers  to  the  memorandum  of  association 
was  held,  at  which  one  of  the  subscribers  was  appointed  a 
director,  and  he  afterwards  acted  as  such.  By  the  articles 
of  association  of  the  company,  Table  A  in  Schedule  i  to  the 
Companies  Act,  1862,  so  far  as  it  dealt  with  the  appoint- 
ment of  the  first  directors,  was  expressly  excluded,  but  the 
articles  contained  no  provisions  in  substitution  therefor. 
By  the  articles  seven  days'  notice  of  any  meeting  was 
necessary.  The  person  so  appointed  as  a  director  assigned 
to  the  plaintiff  the  fees  alleged  to  be  due  to  him  as  such. 
It  was  held  that  as  seven  days'  notice  of  the  meeting  was 
not  and  could  not  have  been  given,  the  appointment  of  the 
director  was  invalid,  and  neither  he  nor  his  assignees  could 
sue  the  company  for  his  fees  or  upon  a  quantum  meruit  for 
services  rendered  (Wool/ v.  East  Nigel  Gold  Mining  Company ^ 
21  T.L.R.  660). 

Directors'  Acceptance  of  Bill  of  Exchange,— K  bill  of  exchange 
was  drawn  upon  a  limited  company  in  its  proper  name,  and 
It  was  accepted  by  two  directors  for  the  company,  the  word 
"  limited."  however,  being  omitted  in  the  acceptance  owing 
to  the  fact  that  the  rubber  stamp  by  which  the  words  of 
acceptance  were  impressed  on  the  bill  was  longer  than  the 
part  of  the  bill  on  which  the  acceptance  was  stamped,  and 
therefore  the  word  "limited  "  overlapped  the  paper.  The 
company  did  not  pay  the  bill.  It  was  held  that  the  name  of 
the  company  was  "mentioned"  in  the  bill  in  accordance 
with  Sections  41  and  42  of  the  Companies  Act,  1862,  and  the 
two  directors  were  not  personally  liable  thereon  (Dermantine 
Co.  V.  Askworth,  21  T.L.R.  510). 

Voluntary  Winding-up  does  not  Dismiss  Servants. — The 
defendant  agreed  to  serve  a  banking  company  which  was 
registered  under  the  Companies  Act,  1862,  as  manager  of  a 
branch,  and  he  agreed  that  he  would  not  within  a  year  of 
the  termination  of  the  agreement,  either  by  notice  or  as 
thereinafter  provided,  enter  into  the  service  of  or  in  any  way 
act  for  any  bank  carrying  on  business  within  a  radius  of  five 
miles  of  any  branch  of  the  bank  to  which  he   might  be 


appointed  manager.  The  banking  company  was  empowered 
to  put  an  end  to  the  agreement  in  the  event  of  the  defendant 
being  guilty  of  misconduct.  The  banking  company  after- 
wards passed  resolutions  for  voluntary  winding  up,  and 
liquidators  were  appointed  for  the  purpose  of  selling  their 
business  and  goodwill  to  another  banking  company.  The 
defendant  thereupon  left  the  company's  branch  bank  and 
entered  the  service  of  another  bank  at  the  same  place.  The 
company  thereupon  gave  him  a  month's  notice  to  terminate 
the  agreement,  and  brought  an  action  to  restrain  him  from 
entering  the  service  of  the  other  bank  in  breach  of  the 
agreement.  It  was  held  that  the  voluntary  winding-up  did 
not  operate  as  a  dismissal  of  the  company's  servants,  and 
that,  therefore,  the  company  were  entitled  to  the  injunction 
claimed  {Midland  Counties  District  Bank  v.Attwood,  21  T.L.R. 

175). 

Non-Disclosure  of  Contracts. — A  director  issued  a  prospectus 
which  omitted  to  disclose  a  contract  in  compliance  with 
Section  38  of  the  Companies  Act,  1867 ;  but  at  the  meeting 
of  directors  at  which  the  prospectus  was  approved  he 
forgot  the  existence  of  the  contract  in  question,  although 
the  minutes  of  the  previous  meeting  at  which  this  contract 
was  considered  were  read  and  confirmed  in  his  presence, 
and  although  he  had  himself  approved  the  contract.  He 
had,  however,  a  general  knowledge  of  the  existence  of 
contracts  which  might  fall  within  the  section,  and  he  made 
no  inquiry,  but  relied  upon  the  assurance  of  the  company's 
solicitor  that  the  prospectus  disclosed  all  contracts  required 
to  be  disclosed.  It  was  held  by  the  House  of  Lords,  over- 
ruling the  Court  of  "Appeal,  that  in  the  absence  of  evidence 
that  the  contract  would  have  deterred  the  respondents  from 
taking  shares  in  the  company  if  it  had  been  specified  in  the 
prospectus,  and  that  the  respondents  had  sustained  damage 
in  consequence  of  such  omission,  the  appellants  were  not 
liable  to  pay  damages  to  the  respondents  {Calthorpe  v. 
Trechmann ;  Macleay  v.  Tait,  22  T.L.R.  149). 

Contingent  Notice  of  a  Meeting. — The  articles  of  a  company 
contained  a  provision  that  seven  days'  notice  at  least  should 
be  given  of  any  meeting  of  the  company,  that  if  it  was 
intended  to  pass  a  special  resolution  both  the  necessary 
meetings  might  be  called  by  one  and  the  same  notice,  and 
that  no  objection  should  be  taken  that  the  notice  only 
convened  the  second  meeting  contingently  on  the  passing  of 
the  resolution  by  the  requisite  majority  at  the  first  meeting. 
Meetings  of  the  company  were  called  in  accordance  with 
these  provisions,  and  the  resolution  was  passed  and  subse- 
quently confirmed  by  the  requisite  majority.  When,  how- 
ever, the  special  resolution  came  up  for  the  sanction  of  the 
Court  the  Judge  held  that  this  notice  of  a  second  meeting  to 
be  held  contingently  upon  the  passing  of  a  certain  resolution 
by  the  first  meeting  did  not  comply  with  Section  51  of  the 
Companies  Act,  1862,  which  is  as  follows  : — "  Notice  of  any 
"  meeting  shall,  for  the  purpose  of  the  section,  be  deemed 
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*'  to  be  duly  given  and  the  meeting  to  be  duly  held  if  the 
"  notice  is  given  and  the  meeting  held  in  the  manner 
*•  prescribed  by  the  regulations  of  the  company.'*  On 
appeal,  it  was  held  that  the  provisions  of  the  company's 
articles  did  not  override  the  provisions  of  the  Companies 
Act,  1862,  and  that  the  notice  was  validly  given  {North  oj 
England  Steamship  Co.,  93  L.T.  i). 

Construction  of  Articles  of  Association. — Article  61  of  the 
articles  of  association  of  a  company  incorporated  under  the 
Companies  Acts  provided  : — "  No  business  shall  be  trans- 
"  acted  at  any  general  meeting  except  the  declaration  of  a 
'*  dividend,  unless  there  shall  be  personally  present  at  the 
"commencement  of  the  business  ten  or  more  members." 
Article  130  provided : — '*  On  the  dissolution  of  the  company 
"  the  affairs  of  the  company  shall  be  wound  up  in  terms  of 
"  the  Acts  of  Parliament  under  which  the  company  is  incor- 
"  porated."  It  was  held  by  the  Court  of  Session  of  Scotland 
that  at  a  meeting  for  the  passing  of  a  special  resolution  for 
the  voluntary  winding  up  of  the  company  there  must  be  at 
least  ten  members  personally  present  in  terms  of  Article  61 
of  the  articles  of  association,  and  that  it  was  not  sufficient 
that  the  meeting  satisfied  the  provisions  of  the  Companies 
Acts  as  to  the  passing  of  special  resolutions  (Howling*s 
Trustees  v.  Smithy  7  F.  390). 

Non-Compliance  with  Articles  of  Association. — Testamentary 
trustees  were,  under  Section  76  of  the  Companies  Act,  1862, 
contributories,  but  not  members,  of  a  company  in  which 
the  deceased  held  shares  at  the  time  of  his  death.  The 
Court  of  Session  of  Scotland  held  that  the  trustees  had  a 
good  title  to  challenge  the  validity  on  the  ground  of  non- 
compliance with  the  articles  of  association  of  a  special 
resolution  of  the  company  for  voluntary  liquidation  and  the 
appointment  of  a  liquidator  (Howling's  Trustees  v.  Smith, 
7  F-  390)- 

Time  Limit  in  a  Winding-up, — "When  a  company  went  into 
voluntary  liquidation  with  a  view  to  amalgamation  with 
another  company,  ard  it  was  subsequently  discovered  that 
certain  assets  of  the  old  company,  consisting  of  mining 
claims  in  the  Transvaal,  which  were  to  be  transferred  to  the 
new  company,  could  not  be  transferred  within  the  period  of 
three  months,  at  the  expiration  of  which  time  the  old 
company  would,  under  Section  143  of  the  Companies  Act, 
1862,  automatically  cease  to  exist,  and  a  contributory  before 
the  expiration  of  the  three  months  applied  under  Section  138 
for  an  order  to  stay  the  proceedings  in  the  winding-up,  the 
Court,  exercising  the  power  conferred  upon  it  by  Section  89 
in  a  compulsory  winding-up,  made  an  order  staying  all 
proceedings  in  relation  to  the  winding-up  of  the  old 
company,  with  liberty  to  apply  (In  re  Eastern  Investment 
Company,  1905,  i  Ch.  352). 

Judgment  Creditors  and  Debenture-holders. — On  a  petition  for 
a   compulsory  winding-up  order  by  judgment  creditors,  it 


was  shown  that  the  debenture-holders  of  the  company  had 
appointed  a  receiver  of  all  the  assets  of  the  company.  The 
receiver  carried  on  the  business,  and  incurred  further 
liabilities.  The  assets  were  more  than  covered  by  the 
debentures,  and  it  appeared  that  there  would  be  no  surplus 
assets,  so  that  the  petitioners  would  derive  no  advantage 
from  the  winding-up.  It  was  held  that  it  was  "just  and 
equitable  "  under  Section  79,  Subsection  5,  of  the  Companies 
Act,  1862,  that  a  winding-up  order  should  be  made  (In  re 
Chic,  Lim.t  1905,  2  Ch.  345). 

Valid  Cause  for  Winding-up^A  majority  in  number  and 
value  of  the  shareholders  of  a  company  formed  (a)  to  pur- 
chase, charter,  hire  or  otherwise  acquire  steam  or  other 
ships,  and  to  work,  hire  or  employ  them,  and  (b)  to  carry 
on  the  business  ol  shipowners,  which  had  lost  the  only 
vessel  it  possessed,  and  whose  only  remaining  asset  was  a 
balance  of  ^363  in  the  bank,  presented  a  petition  to  have 
the  company  wound  up  by  the  Court.  A  minority  of  the 
shareholders  desired  to  carry  on  the  business  as  charterers, 
and  a  resolution  to  wind  up  voluntarily  iailed  to  obtain  the 
necessary  three-fourths  majority.  It  was  held  that  in  the 
circumstances  it  was  just  and  equitable  that  the  company 
should  be  wound  up  and  granted  a  winding-up  order 
(Pirte  V.  Stewart,  6  F.  847). 

Liability  of  a  Liquidator. — ^Where  the  liquidator  of  a 
company  in  voluntary  liquidation  repudiates  a  claim  for 
damages,  for  which  an  action  is  pending,  or  is  brought 
against  the  company,  and  defends  the  action  and  the  plain- 
tiff obtains  judgment  with  costs,  the  liquidator  must  pay 
the  costs  in  full  out  of  the  assets.  The  liquidator's  proper 
course  would  have  been  to  apply  to  stay  the  action,  when 
the  Court,  if  allowing  it  to  go  on,  might  have  done  so  on 
terms  that  the  plaintiff  should,  if  successful,  add  his  costs 
to  the  damages  recovered  (In  re  Wenbom  6^  Co.,  1905, 
I  Ch.  413). 

Witnesses'  Costs  in  a  Winding-up. — ^An  examination  of 
witnesses  under  Section  115  of  the  Companies  Act,  1862,  is 
a  "proceeding  in  the  Supreme  Court  "  within  the  meaning 
of  the  Judicature  Act,  1890,  Section  5,  and,  therefore,  the 
Court  has  jurisdiction  to  order  the  person  procuring  the 
examination  to  pay  the  witnesses  examined  under  that 
section  their  costs,  including  the  costs  of  being  repre- 
sented by  solicitors  and  counsel,  in  addition  to  their 
expenses  (In  re  Afpleton,  French  6*  Scrafton,  Zim.,  1905, 
I  Ch.  749). 

Rights  of  Depositors  in  a  Winding-up. — On  the  winding 
up  of  a  company,  creditors  from  whose  course  of  dealing 
with  it  there  can  be  implied  a  contract  to  pay  interest  axe 
entitled  to  interest  on  admitted  debts  to  the  date  of  paying 
a  final  dividend,  provided  there  are  surplus  assets.  This 
is  so  in  spite  of  the  fact  that  the  debt  is  for  money 
deposited  to  secure  a  W"*S.^fjt^  g^^^i00^  liquidator 


January  27,  1906. 


THE    ACCOUNTANT 


127 


most  distribute  the  assets  according  to  the  rights  of  the 
parties;  therefore  a  receipt  for  final  dividend,  expressed 
to  be  in  full  discharge  of  all  claims,  is  no  release  oi  a 
claim  for  interest  if  the  liquidator  knew  the  question  was 
to  be  raised.  The  amount  of  a  debt  admitted  to  proof  is 
the  amount  at  the  date  of  winding-up;  therefore,  if  the 
amount  has  been  settled  by  compromise  under  order  of 
the  Court,  this  does  not  negative  a  right  to  subsequent 
interest  {In  re  Duncan  <&*  Cc.,  92  L.T.  io8\ 

Security  for  Costs. — A  limited  company  against  which  an 
action  has  been  brought  does  not  by  appealing  become  a 
plaintiff  within  the  meaning  of  Section  69  of  the  Companies 
Act,  J 862,  so  as  to  be  required  to  give  security  for  costs 
(Sinclair  v.  Glasgow  and  London  Contract  Corporation^  6  F. 

Solicitor's  Charge  on  Assets, — Where  a  limited  company  is 
in  course  of  being  wound  up  and  reconstructed,  and  there 
is  an  agreement  that  the  future  new  company  will  pay  a 
certain  consideration  to  the  liquidator  of  the  old  company 
in  cash,  the  company's  assets,  purchased  by  the  new  com- 
pany and  retained  by  the  liquidator,  will  be  charged  with 
the  costs  of  the  company's  solicitor  in  connection  with 
the  winding-up  and  reconstruction,  although  the  cash  con- 
sideration is  never  paid,  and  consequently  the  assets  of  the 
old  company  are  never  actually  transferred  to  the  new 
company  (In  re  Clayton^  92  L.T.  223). 

Gratuities  to  Servants  on  a  Winding-up.  ^A  scheme  pre- 
pared by  a  company  for  the  application  and  distribution 
of  the  company's  moneys,  payable  upon  the  company's 
undertaking,  does  not  empower  the  company  to  pay  a 
certain  sum,  part  of  the  compensation  moneys,  as 
gratuities  to  those  servants  who  had  been  for  a  certain 
number  of  years  in  the  service  of  the  company  (Warren  v. 
Lawtbtth  Waterworks). 
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Mr.  John  Harold  Worthington,  who  was  articled  to 
Mr.  Stanlbv  Pearson,  passed  the  Final  Examination  of  the 
Institute  of  Chartered  Accountants  in  November  last,  and 
has  been  assumed  into  the  partnership  of  Hallidav, 
Pearson  &  Co.,  13  Spring  Gardens,  Manchester. 

Mr.  H.  E.  Sweeting,  Chartered  Accountant,  of  Cardiff, 
has  been  appointed  a  Public  Auditor  under  the  Friendly 
Societies  Act,  1896,  and  the  Industrial^d  Provident 
Societies  Act,  1893.  .     Digitized  by  VnOOQ IC 
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Mr.  A.  R.  King  Farlow,  the  well-known  member  of  the 
Chartered  Accountants'  Golf  Club,  was  amongst  the  com- 
petitors in  the  monthly  medal  competition  held  under  the 
auspices  of  the  Mid-Surrey  Golf  Club  on  Saturday  last 
Mr.  King  Farlow  finished  4  down  to  **  Bogey,"  and  tied 
with  Mr.  J.  B.  Dudgeon,  of  the  Stock  Exchange  Golfing 
Society,  for  third  place. 


f  atlutes  ano  Stile  of  Sale  in  fingland 
an&  TIQlaled. 


According  to  Kemp*s  MercanHU  Gazette^  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  Jan.  19th.  was  191,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  London  GaMetU, 
113;  Deeds  of  Arrangement  registered,  78.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were  : 
Bankruptcies,  88 ;  Deeds  of  Arrangement,  76  —total,  164 ; 
being  an  increase  of  27.  The  total  number  of  commercial 
failures  recorded  during  the  3  weeks  of  the  present  year  is 
464 ;  the  total  number  recorded  in  the  corresponding  3 
weeks  of  last  year  was  487,  showing  a  decrease  of  23. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
Jan.  19th,  was  133.  The  number  in  the  corresponding  week 
of  last  year  was  136,  showing  a  decrease  of  3.  The  total 
number  filed  daring  the  3  weeks  of  the  present  year  is 
383 ;  the  total  number  filed  in  the  corresponding  3  weeks 
of  last  year  was  427,  showing  a  decrease  of  44. 


Debentures. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week 
ending  Friday,  Jan.  19th,  amounted  to  /i, 282,222,  by  way 
of  addition  to  ;f  1,515,421,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  /i,87i,283,  showing  a  decrease  of 
/589,o6i.  The  total  amount  registered  during  the  3 
weeks  of  the  present  year  was  ^4,747,734  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  £sa^^A9^  for  the  corresponding  3  weeks 
in  1905,  showing  a  decrease  of  /7i3,758. 
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R.    SPEARMAN     E.     PARRIES.— In    fondest    remem- 
brance  of  my  noble  brother,  3rd  February  1902. 


XeaMng  Btticles. 

Solicitors  and  Boolclceepinii:. 

CROM  the  point  of  view  of  our  readers  con- 
^  siderable  interest  attaches  to  the  Inter- 
mediate Examination  for  solicitors  held  last 
month,  as  upon  this  occasion — after  a  lapse  of 
some  thirty  years — Accounts  and  Bookkeeping 
has  been  restored  as  a  subject  upon  which  can- 
didates are  required  to  show  some  knowledge. 
We  gather  that  the  aims  of  the  Examination 
Committee  are  not  so  much  that  candidates 
should  be  able  to  show  themselves  possessed  of 
a  practical  knowledge  of  the  subject,  as  that  they 
should  be  able  to  demonstrate  to  the  examiners 
a  sufficient  acquaintance  with  its  leading  prin- 
ciples to  enable  them  to  understand  such  ac- 
counts as  may  come  before  them  in  the  course  of 
practice,  and  upon  which  they  may  be  required 
to  give  their  clients  advice.  As  the  natural  result 
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of  such  understanding — provided,  of  course,  it 
be  of  the  right  quality — it  may  be  assumed 
that  the  next  generation  of  solicitors  will 
know,  perhaps,  even  somewhat  better  than  the 
present  when  the  questions  of  account  involved 
are  of  sufficient  importance  to  make  it  desirable 
that  the  assistance  of  a  professional  accountant 
should  be  invoked. 

So  far  as  the  examination  to  which  we  have 
referred  is  concerned,  it  must  be  admitted  that 
the  Committee  has  not  erred  upon  the  side  of 
expecting  too  much  from  law  students.  Only 
five  questions  are  set,  and  two  hours  are 
allotted  to  the  examination,  so  that,  other 
things  being  equal,  it  will  be  seen  that  the  time 
limit  presses  far  less  hardly  upon  the  law 
student  than  upon  the  Intermediate  accoun- 
tant student.  A  perusal  of  the  questions 
themselves,  however,  still  further  emphasises 
this  difference,  and  it  is  difficult  to  see  how 
any  student  possessed  of  the  requisite  amount 
of  knowledge  could  fail  to  very  completely 
answer  the  questions  set  in  somewhat  less  than 
half  the  allotted  time.  Possibly,  however,  in 
making  this  estimate  we  are  not  allowing 
sufficiently  for  the  different  point  of  view,  and 
for  the  fact  that  the  student  who  is  of  necessity 
not  thoroughly  familiar  with  accounts  can 
hardly  be  exfxected  to  think  so  quickly  upon 
the  various  points  arising  as  the  ordinary 
accountant  student. 

Of  the  questions  selected,  the  first  one 
inquires  how  the  Bankers'  Pass  Book  of  an 
ordinary  commercial  firm  maybe  reconciled  with 
that  firm's  books.  This  is  a  sufficiently  elemen- 
tary question,  of  course,  for  the  accountant 
student,  but  a  very  excellent  one  for  the 
purposes  here  under  consideration,  in  that  it 
points  out  that  when  two  parties  have  mutual 
transactions  each  naturally  records  those  trans- 


actions from  his  own  point  of  view,  and  that, 
therefore,  while  any  of  these  transactions  remain 
uncompleted,  the  records  can  hardly  be  expected 
to  agree  in  all  particulars;  while  even  when  the 
whole  series  of  transactions  has  been  brought 
to  a  conclusion  there  will  necessarily  be  dis- 
crepancies of  dates  in  the  two  sets  of  records. 

The  second  question  inquires  as  to  the  mean- 
ing of  the  abbreviations  "  Dr."  and  "  Cr.,"  and 
to  which  side  of  an  account  book  they  are 
applicable.  This,  again,  seems  a  somewhat 
elementary  question,  but  is  really,  of  course,  of 
a  very  far-reaching  character,  underlying  as  it 
does  the  whole  principles  of  modern  account- 
ing. In  view  of  the  very  hazy  notions  that 
some  full-blown  solicitors  have  upon  the  matter, 
it  must  be  conceded,  we  think,  that  even  such 
a  question  as  this  has  its  value. 

The  third  question,  which  is  of  a  slightly  more 
practical  character,  inquires  how  the  payment 
of  an  account  subject  to  discount  would  be  re- 
corded in  the  books  of  a  trader.  If  adequately 
answered  it  raises  the  whole  question  of  the 
substitution  of  totals  for  a  corresponding 
number  of  items,  thus  enabling  a  complete 
system  of  double-entry  to  be  kept  with  but  little 
more  labour  than  that  required  for  ordinary 
so-called  single-entry. 

The  fourth  question  names  five  items  to 
be  found  in  practically  all  commercial  Trial 
Balances,  and  inquires  which  (if  any)  of 
these  should  be  included  in  the  Profit 
and  Loss  Account.  This  question  is  a 
little  more  tricky,  in  that  two  of  the  items 
enumerated  are  Balance  Sheet  items,  two 
others  are  Trading  Account  items,  and  the 
remaining  one.  Wages,  may  find  a  place  either 
in  the  Trading  Account  or  Profit  and  Loss 
Account,  according  to  circumstances.  Literally 
speaking,   therefore,   the  caqdidat&^would  be 
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quite  justified  in  replying  that  the  last-named 
was  the  only  one  which  should  ever  be  included 
in  the  Profit  and  Loss  Account,  but  we  doubt 
whether  this  answer  would  be  thought  entirely 
satisfactory,  and  we  would  suggest  that  a 
better  wording  for  the  question  would  have 
been  to  request  the  candidate  to  indicate  which 
of  these  items  would  find  a  place  in  the  Balance 
Sheet,  which  in  the  Trading  Account,  and 
which  in  the  Profit  and  Loss  Account.  Catch 
questions  are,  no  doubt,  perfectly  legitimate 
where  a  fairly  advanced  standard  of  knowledge 
is  to  be  looked  for,  but  in  quite  elementary 
papers  they  are,  we  think,  somewhat  out  of 
place. 

The  last  question  set  is  one  which  might, 
we  think,  with  great  advantage  be  employed 
in  far  more  advanced  examinations,  although 
it  is  of  so  fundamental  a  character  that  it 
is  certainly  not  out  of  place  in  the  most 
elementary.  It  requires  the  candidate  to  give 
an  instance  of  an  error  in  posting  which  would 
not  be  brought  to  light  by  a  Trial  Balance, 
thus  raising  the  whole  question  of  the  funda- 
mental basis  of  accounts,  and  the  necessary 
limitations  of  all  accounting  systems. 

Upon  the  whole,  the  question  is,  we  think,  a 
very  good  one,  but  if  there  is  a  fault  to  be  found 
with  it  we  should  be  inclined  to  put  it  down  to 
the  entire  absence  of  anything  in  the  nature  of 
clerical  bookkeeping.  Very  jwssibly  such 
questions  were  intentionally  avoided,  but  if 
only  on  account  of  the  practical  impossibility 
of  finding  a  sufficient  number  of  theoretical 
questions  to  keep  up  the  requisite  supply  for 
four  examinations  per  annum,  we  would  suggest 
that  in  future  something  in  the  nature  of  short 
pro  forma  accounts  might  well  be  asked  for. 
Bearing  in  mind  the  ample  time  limit  provided 
this  should  certainly  cause  no  difiiculty. 


Colliery  Shortworkings. 


\I7E  had  quite  expected  that  the  letter  under 
the  above  heading  signed  '^  Tonnage 
Rent,"  which  appeared  in  our  issue  of  the  6th 
ult.,  would  have  produced  a  far  larger  amount 
of  correspondence  than  it  has  hitherto  evoked. 
Our  correspondent's  suggestions  are  of  a  far- 
reaching  and  most  radical  description,  and 
would  appear  to  attack  the  fundamental  basis 
upon  which  the  accounts  of  most  collieries  are 
framed.  Under  these  circumstances  the  tacit 
acceptance  of  his  views  by  all  but  a  single 
correspondent  seems  little  less  than  extra- 
ordinary. 

Shortly  stated,  "  Tonnage  Rent's "  point  of 
view  seems  to  be  that  as  the  minimum  rent 
must  under  all  circumstances  be  paid  to  the 
landlord  in  each  year,  therefore  the  minimum 
amount  that  can  be  charged  to  Profit  and  Loss  in 
each  year  is  the  amount  of  such  minimum  rent ; 
whereas,  of  course,  the  usual  practice  is  to  carry 
forward  any  proportion  of  the  minimum  rent 
which  is  redeemable  out  of  future  workings, 
provided  there  is  a  fair  prospect  that  it 
will  be  so  redeemed  within  the  prescribed  or  a 
reasonable  space  of  time. 

It  is  hardly  necessary  for  us  to  elaborate 
the  arguments  in  favour  of  this  new  proposal. 
They  are,  at  all  events,  put  forward  with 
quite  sufficient  plausibility  by  "  Tonnage 
Rent,"  and  when  all  that  is  possible  has  been 
said  in  their  favour  it  amounts  merely  to  the 
statement  that  that  which  is  payable  in  any 
financial  period  must  be  chargeable.  Put  thus 
baldly,  it  will  be  seen  that  the  arguments  rest 
upon  an  absolute  fallacy.  The  cash  basis  is,  of 
course,  useful  as  a  test  of  the  reality  of  revenue 
items,  whether  debit  or  credit,  but  no  true 
Revenue  Account   can   possibly,  be  compiled 
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upon  a  strict  cash  basis,  and  that  is  a  remark 
which  applies  quite  as  much  to  the  expenditure 
as  to  the  income  side  of  the  account.  Indeed, 
the  statement  is,  when  duly  examined,  so  extra- 
ordinary that  one  is  filled  with  wonder  that  it 
should  ever  be  put  forward,  except  perhaps  by 
a  district  auditor,  or  one  who  has  had  equally 
few  opportunities  of  acquiring  a  sound  know- 
ledge of  accounting  principles. 

On  the  other  hand,  of  course,  before  any  pay- 
ments can  be  carried  forward  as  assets — the 
only  possible  alternative  to  charging  them 
against  current  Revenue — it  becomes  important 
that  one  should  be  satisfied  that  there  is  every 
reasonable  probability  that  they  are  either  of 
permanent  value  (and  may,  therefore,  be 
permanently  capitalised)  or  else  that  they  have 
a  definite  realisable  value  equal  to  the  amount 
at  which  they  are  brought  forward  in  the 
Balance  Sheet.  There  can  be  no  permanent 
value  in  shortworkings,  but  provided  only  that 
the  events  prove  them  to  be  capable  of  being 
redeemed,  they  have  in  the  meantime  a  definite 
realisable  value.  It  may,  during  that  period, 
be  extremely  difficult  to  express  any  very  certain 
opinion  upon  their  value  one  way  or  the  other — 
and  in  cases  of  doubt  clearly  the  only  prudent 
course  is  to  be  upon  the  safe  side,  and  to  charge 
them  against  Revenue — but  as  a  general  question 
of  principle  it  seems  to  us  ridiculous  to  suggest 
that  there  can  be  any  objection  to  the  recognised 
and  customary  mode  of  treatment. 


Meeftli?  Tlotes. 


Oradaated  ^^  the  course  of  a  leaderette  on  the 
iBoomft-Taz.  much-ventilated  question  of  graduated 
income-tax,  a  contemporary,  taking  a  leaf  out  of  our 
back  volumes,  gives  an  interesting  table  showing  the 
manner  in  which  our  present  system  itself  affects  the 
rate  of  progression  : — 


Taxable 

Ttfxat 

Percentage  of 

Income 

IS.  per  £ 

total  Income 

;                Nil 

Nil 

Nil 

£ao 

£2 

X  per  cent. 

140 

7 

4       . 

240 

za 

3         • 

350 

17  xo». 

3i       . 

480 

M 

4         • 

630 

31  lOS. 

4i       . 

The  whole 

.. 

5 

Portion 

Total  Income  Exempt 

£160  and  mider  The  whole 

aoo  £160 

300  x6o 

400  160 

500  150 

600  X30 

700  70 

800  and  over  Nil 

If  all  the  advocates  of  graduated  income-tax  would 
only  publish  tables  showing  their  practical  working,  the 
Chancellor  of  the  Exchequer,  who  will  soon  be  think- 
ing of  his  Budget  Statement,  would  have  many  oppor- 
tunities of  seeing  the  proposed  reform  in  all  its  grades. 
These  columns  are,  of  course,  always  open  to  our 
readers. 


*<  Departmental  The  publishers  of  that  excellent 
e  Deoitloni.*'  volume  The  Local  Government  Annual 
have  conceived  the  idea  of  collecting  the  various 
opinions  expressed  by  several  Government  Depart- 
ments from  day  to  day  on  practical  points  of  difficulty, 
and  the  first  quarterly  issue  of  "  Departmental 
Decisions,"  Michaelmas  to  Christmas,  1905,  has  just 
been  issued.  There  are  over  200  decinons  by  six 
Departments,  and  every  branch  of  local  government  is 
affected,  so  that  the  daily  reference  to  the  volume  on 
the  part  of  all  those  engaged  in  the  administration  of 
local  government  seems  certain.  Practitioners  and 
students  might  also  bear  the  volume  in  mind,  as 
municipal  topics  are  so  much  to  the  fore  nowadays. 

Banken  At  the  annual  meeting  of  Lloyd's  Bank, 

and  Competition.  Lim.,  held  last  week  at  Birmingham , 
Mr.  J.  Spencer  Phillips,  the  chairman  of  the  directors, 
made  some  interesting  remarks  relative  to  the  internal 
mechanism  of  the  science  of  banking  which  our  readers 
generally,  and  especially  those  interested  in  political 
economy,  will  do  well  to  observe.  Mr.  Phillips  is 
reported  to  have  said  that  in  December  last  the  French 
Exchange  fell  heavily,  and  in  consequence  of  the  heavy 
withdrawals,  which  threatened  to  deplete  their  resources 
in  the  Bank  of  England,  the  latter  institution  adopted 
new  tactics  and  approached  the  principal  Clearing 
House  bankers,  asking  their  co-operation  to  take  the 
surplus  money  off  the  market  and  place  it  on  deposit 
at  a  low  rate  of  interest.  Upon  this  the  banks  charged 
5  per  cent,  for  advances,  and  the  effect  was  '*  elec- 
trical.*' As  no  bills  were  discounted  under  4  per  cent, 
the  French  Exchange  rose  accordingly,  and  the  danger 
of  the  withdrawal  of  gold  ceased.    Mr.  P^il|ipft  went 
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on  to  say  that  Lloyd's  Bank  cordially  welcomed  this 
new  departure,  for  the  more  the  Bank  of  England 
co-operated  with  the  leading  bankers  the  better  for 
everybody,  as  they  were  to  a  certain  extent  inter- 
dependent  upon  each  other.  It  was  essential  for  a 
balance  to  be  kept  at  the  Bank  of  England  so  that  the 
banks  might  settle  their  differences,  but  in  his  opinion 
the  balance  was  much  larger  than  was  really  necessary 
for  that  purpose.  He  thought  it  was  but  reasonable 
to  expect  that  these  balances  should  not  be  employed 
to  the  detriment  of  other  banks,  yet  cases  had  occurred, 
he  was  told,  where  the  Bank  of  England  agents  had 
taken  their  customers'  bills,  not  merely  at  their  bank 
miziimum  or  at  even  the  fine  rate  of  first-class  bills,  but 
at  a  lower  rate  than  that.  It  was  certainly  an  anomaly 
that  the  Bank  of  England  should  take  money  in  London 
to  strengthen  the  market,  and  then  offer  it  in  the  country 
at  lower  rates.  This  was  rather  hard  on  the  country 
bankers,  and  he  trosted  that  every  effort  would  be  made 
to  render  the  co-operation  between  the  banks  efficient. 
He  had  raised  his  voice  in  London  against  what  he 
called  the  suicidal  competition — ^it  was  detrimental  to 
the  poblic,  not  to  the  shareholders. 


^^•PJJ[*"«»*»*  It  is  reported  that  at  a  recent  meeting 
of  the  Municipal  Trading  Committee 
of  the  London  Chamber  of  Commerce, 
caUed  to  consider  the  desirability  of  immediate  repre- 
sentations being  made  to  the  Local  Government  Board 
in  connection  with  the  appointment  of  a  Departmental 
Committee  upon  Municipal  Accounts,  it  was  resolved 
"  that  having  regard  to  the  unanimous  recommenda- 
**  tions  of  the  Joint  Committee  on  Municipal  Trading, 
"  1903,  it  would  appear  to  this  Committee  that  the 
**  Departmental  Committee  recently  appointed  by  the 
**  Local  Government  Board  in  connection  with 
**  municipal  accounts,  and  consisting  principally  of 
**  Government  and  municipal  officials,  does  not  conform 
^  to  the  recommendations  of  the  Joint  Committee,  and 
**  that  its  decisions  cannot  command  the  confidence  of 
^*the  commercial  community."  It  was  stated  at  the 
meeting  that  arrangements  were  being  made  for  a  con- 
ference of  Chambers  of  Commerce,  industrial  associa- 
tions, and  municipal  corporations,  to  be  held  on  the 
5th  March  next,  to  consider  the  questions  of  an 
independent  professional  audit  of  municipal  accounts 
and  the  standardisation  of  such  accounts.  It  is  said 
that  a  large  number  of  the  bodies  invited  to  the 
conlerence  are  in  favour  of  the  recommendations  of 
the  Joint  Coounittee  on  ^hese  points. 


The  Law  as  to  The  West  Derby  Guardians  had  before 
Lost  Cheque*,  them  at  a  recent  meeting  a  question 
of  some  interest  as  to  responsibility  with  regard  to  lost 
cheques.  It  appears  that  the  Guardians  had  for- 
warded a  cheque  for  ;f66  3s.  8d.  to  the  Ancient  Order 
of  Foresters  in  Gloucester,  as  interest  for  money  lent, 
and  that  the  cheque  had  gone  astray.  Application  was 
accordingly  made  for  a  new  cheque,  which  the 
Guardians  were  willing  to  supply  upon  receiving  an 
indemnity  from  the  Foresters  in  case  the  previous 
cheque  was  presented  for  payment,  while,  upon  the 
other  hand,  the  Foresters  did  not  see  their  way  to  give 
the  required  indemnity.  At  a  recent  meeting  of  the 
Guardians  their  clerk  stated  that  the  cheque  was 
marked  **  not  negotiable,"  but  that  their  bankers  had 
stated  that  they  could  not  refuse  to  cash  the  cheque  if 
it  were  handed  to  them  in  a  bond  fide  way,  and  accord- 
ingly it  was  resolved  that  the  Foresters  be  again  asked 
for  an  indemnity.  It  is,  of  course,  possible  that  the 
above  statement  of  the  facts,  which  we  derive  from  the 
columns  of  the  Municipal  Journal^  may  be  incomplete, 
and  indeed  we  are  inclined  to  think  that  it  must  be,  as 
every  bank  manager  must  know  perfectly  well  that  the 
holder  of  a  cheque  which  has  been  marked  '*not 
negotiable  "  cannot  establish  a  better  title  to  that 
cheque  than  any  of  its  previous  holders.  That  being 
so,  the  risk  run  by  the  Guardians  in  issuing  a  duplicate 
would  appear  to  arise  only  in  the  event  of  the 
Foresters  themselves  having  parted  with  the  original 
cheque,  which,  to  put  it  mildly,  seems  an  excessively 
remote  contingency.  The  real  crux  of  the  matter 
appears  never  to  have  been  raised  from  first  to  last, 
which  was  as  to  who  was  responsible  for  the  transmission 
of  the  cheque  by  post.  If  the  payees  requested  the 
cheque  to  be  so  forwarded,  the  risk  and  all  attendant 
consequences  devolve  upon  them.  If,  on  the  other 
hand,  they  merely  required  payment  of  what  was  due 
to  them,  it  is  the  duty  of  the  Guardians  to  make  such 
payment  when  called  upon. 


Postal  Order 
Fraade. 


We  understand  that  some  dissatisfac- 
tion has  been  caused  by  the  new  Post 
Office  regulations  which  provide  that  if  the  number  of 
postage  stamps  affixed  to  postal  orders  exceed  three, 
or  their  aggregate  value  exceeds  sd.,  the  surplus  is  to 
be  disallowed  when  the  order  is  presented  for  payment. 
Those  who  criticise  this  rule  should  bear  in  mind, 
however,  that  it  has  been  framed  to  check  an  ingenious 
mode  of  fraud  which,  we  understand,  was  at  one  time 
I  somewhat  common.    When  the  payment  of  an  order 
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was  deferred  it  was  found  that  dishonest  payees 
used  sometimes  to  affix  postage  stamps  over  the  words 
*'  deferring  payment,"  and  so  secured  the  immediate 
cashing  of  the  order.  The  new  form,  which  provides 
space  in  which  alone  stamps  are  to  be  affixed,  renders 
this  impossible,  and  if  for  no  other  reason  it  is,  we 
think,  well  worthy  of  support.  Apart  from  that  it  need 
perhaps  hardly  be  pointed  out  that  the  new  rules  are 
perfectly  intelligible,  and  that  those  who  do  not  care 
to  read  them  are  hardly  entitled  to  grumble  at  the 
consequences. 


Mimlolpal 

AOOOUBtlll^ 


At  a  recent  meeting  of  the  London 
County  Council  the  question  of  muni- 
cipal steamboats  was  again  raised.  A  councillor 
asserted  that  between  two  thousand  and  three  thousand 
pounds  had  been  charged  to  Capital  which  upon 
business  principles  ought  to  have  been  charged  to 
Revenue,  and  he  made  a  sporting  offer  to  the  Council 
to  have  the  accounts  examined  at  his  own  expense  by 
a  competent  accountant,  as  he  was  convinced  that 
they  were  so  manipulated  by  the  Committee  as  to 
conceal  from  the  ratepayers  the  true  state  of  the  facts. 
In  reply,  the  Chairman  stated  that  the  money  charged 
to  Capital  which  was  referred  to  had  been  spent  on 
repairs  to  the  boats.  If  that  be  all  the  explanation 
that  can  be  vouchsafed,  it  must  be  admitted  that  the 
strictures  advanced  were  in  no  sense  misplaced.  Every 
student  of  accounts  knows  that  repairs,  as  such,  can 
never  under  any  circumstances  be  a  legitimate  Capital 
charge. 


Bankrapt  At  a  meeting  of  the  Law  Society,  held 
BoUelton.  on  the  26th  ult.,  the  President  referred 
to  the  remarks  made  by  Mr.  Justice  Grantham  at  the 
recent  trial  of  a  solicitor  who  was  an  undischarged 
bankrupt.  He  pointed  out  that  the  Council  had 
introduced  many  Bills  into  Parliament  for  the  express 
object  of  obtaining  power  to  refuse  to  renew  the 
annual  practising  certificate  of  a  solicitor  who  was  an 
undischarged  bankrupt,  and  added  that  such  a  Bill 
would  be  again  introduced  during  the  coming  sessioc, 
when  the  Council  earnestly  hoped  that  it  would  become 
law.  The  question  is,  it  seems  to  us,  one  that  is  really 
hardly  open  to  discussion.  Bearing  in  mind  the  fact 
that  while  an  undischarged  bankrupt  is  carrying  on 
business  it  is  the  duty  of  his  trustee  to  keep  a  watch 
upon  his  actions,  and  to  intervene  at  any  time  when  it 
appears  likely  that  such  intervention  would  be  in  the 
interest  of  creditors,  it  is  clear  hat  the  <2lients  of  such 


a  solicitor  must  of  necessity  incur  serious  pecuniary 
risks  if  at  any  time  their  solicitor  has  in  his  possession 
moneys  belonging  to  them.  It  should  be  the  duty  of 
the  Legislature,  which  provides  special  privileges  to 
solicitors,  to  see  that  in  so  fundamental  a  matter  their 
clients'  interests  are  duly  protected ;  and,  indeed, 
speaking  upon  general  grounds,  it  is  idle  to  withhold 
the  discharge  of  any  bankrupt  if  in  the  meantime  he 
is  to  be  allowed  every  possible  facility  to  continue 
carrying  on  business  upon  the  same  lines  as  before. 


Jadlolal  ^^®  ^^^^  piece  of  judicial  patronage 
OhAiiges.  has  already  fallen  to  the  new  Lord 
Chancellor  on  the  retirement  of  Lord  Justice  Mathew, 
whose  place  has  been  filled  by  the  appointment  of 
Mr.  J.  Fletcher  Moulton,  K.C.,  to  be  a  Lord  Justice  of 
Appeal.  The  new  Judge  is  doubtless  well-known  to 
our  readers  as  the  greatest  living  authority  upon  patent 
iaw.  The  late  Lord  Justice,  who  is  of  Irish  descent, 
was  called  to  the  Bar  at  Lincoln's  Inn  in  1853,  and 
achieved  a  great  reputation  as  a  commercial  lawyer. 
He  never  took  silk,  but  in  188 1  was  raised  to  the  Bench 
as  a  Judge  of  the  High  Court.  Possibly  because  he 
failed  to  conform  to  the  tradition  of  the  Bench  to  take 
no  active  part  in  party  politics  bis  preferment  was 
deferred  longer  than  his  judicial  abilities  would  appear 
to  have  justified,  but  in  1901  he  was  appointed  to  the 
Court  of  Appeal.  Although  for  twenty-five  years  an 
occupant  of  the  Bench,  he  has  never  shown  the  least 
sign  of  approaching  years,  and  his  retirement,  which 
we  understand  is  due  solely  to  ill-health,  will  cause  a 
vacancy  in  the  Court  of  Appeal  which  even  Lord 
Justice  Moulton's  preferment  can  hardly  be  expected 
to  replace. 


'  Correspondence  an&  Bnquiried. 

All  coinmanlcatloDS  to  the  Editor  sbovid  be 
by  letter  only. 

[We  are  at  all  times  ready  to  insert  correspondence  on 
natters  of  interest  to  the  Profession^  but  we  do  not  of  course 
hold  ourselves  in  any  way  responsible  for  the  opinions 
'xpressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
ifternoon;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents^  not  necessarily  for 
publication^  but  as  a  guarantee  of  good  faith,] 


Qas  Companies  and  Depreciation. 

(To  the  Editor  of  The  Accountant.) 
Sir, — Can  any  of  your  numerous  -readers  find  argu- 
ments to  support  the  contention  that,  a^  statutory  .gas 
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company  need  not  provide  in  its  accounts  for  the 

reduction  of  the  value  of  its  plant  by  wear  and  tear, 

except  in  so  far  as  it  is  met  by  the  ordinary  repairs  and 

renewals  ? 

Yours  truly, 

ENQUIRER. 


The  Local  Oovemment  Board  Inquiry  on 
Municipal  Accounts. 

(To  the  Editor  of  The  Accountant  J 
Sir, — Referring  to  your  article  on  the  Local  Govern- 
ment Board  Inquiry,  I  hope  the  fact  will  not  be  lost  sight 
of  that  a  number  of  municipal  corporations  employ 
Chartered  Accountants  as  Special  Auditors  (in  addition 
to  the  elective  auditors).  I  would  suggest  that  either 
the  Committee  appointed  or  the  Council  of  the  Institute 
take  steps  to  get  authentic  information  as  to  this,  and 
generally  as  to  the  work  done  by  the  Special  Auditors  so 
appointed ;  for,  should  the  question  of  Audit  be  con- 
sidered by  the  Committee,  this  information  would  be 
found  to  be  useful. 

Yours,  &c., 
CHARTERED  ACCOUNTANT. 


''  Account  Payee." 
rr#  the  Editor  of  The  Accountant,) 

Sir, — Many  business  houses  are  in  the  habit  of  cross- 
ing their  cheques  "  account  payee,"  in  the  belief  that 
cheques  so  crossed  can  only  be  credited  to  the  account 
of  the  payee.  This  crossing  is  not,  however,  authorised 
by  the  Bills  of  Exchange  Act,  1882,  and  does  not  con- 
stitate  an  absolute  safeguard,  inasmuch  as  it  does  not 
bind  the  collecting  banker.  In  the  circumstances  it 
may  well  be  that  the  practice  of  bankers  with  regard  to 
the  crossing  mentioned  is  not  uniform,  and  it  would  be 
interesting  to  know  the  experience  of  some  of  your 
readers  in  the  matter. 

It  is  within  my  own  experience  that  an  "order" 
cheque  for  a  large  amount,  payable  to  a  client  and 
crossed  **  account  payee,"  was  endorsed  and  handed 
to  a  firm  of  stockbrokers  in  payment  for  stock,  and  on 
being  paid  by  them  to  their  own  account  was  collected 
by  their  bankers  without  demur.  I  believe,  however,  that 
if  bankers  have  any  reason  to  suspect  that  such  a 
cheque  is  being  improperly  dealt  with,  they  will  make 
inqniries  before  crediting  it  to  a  customer. 

Yours  faithfully, 
L.  WHITTEM  HAWKINS. 

London,  24th  January  1906. 


Deed  of  Asslgrnment  and  Trust  Moneys. 

fTo  the  Editor  of  The  Accountant.) 

Sir,— I  shall  be  glad  to  know  if  any  of  your  readers 
have  had  a  similar  case  to  the  following: — 

A  commercial  hotel  proprietor  executes  a  deed  of 
assignment. 

At  the  time  he  had  in  his  possession  money  belong- 
ing to  a  traveller  staying  in  the  hotel,  which  the  latter 
had  given  to  him  for  safe  custody. 

Has  the  traveller  any  other  rights  than  an  ordinary 
creditor  ? 

Yours  truly, 

z^ih  January  1906.  F.  M, 


Colliery  Shortworicings. 

(To  the  Editor  of  The  Accountant,) 

Sir,— I  am  pleased  to  see  a  reply  to  my  letter  on  the 
above  subject  in  your  issue  of  the  27th  inst. 

The  views  expressed  by  "  Royalty  "  practically  agree 
with  my  own,  with  the  one  exception  that  he  thinks  the 
position  of  present  shareholders  should  be  considered, 
and  that,  therefore,  in  their  interest,  the  "shorts" 
should  be  treated  as  an  asset. 

I  do  not  think  this  argument  a  sound  one.  The 
treatment  advocated  by  me  of  never  debiting  le&z  than 
the  minimum  rent  in  any  year  is,  of  course,  equivalent 
to  setting  aside  a  "  Reserve  "  against  the  shortworkings, 
if  any.  If  it  is  argued  that  such  a  Reserve  is  against 
the  interest  of  present  shareholders,  the  same  argu- 
ment would  naturally  apply  to  the  setting  aside  of  any 
other  Reserves,  and  it  can  hardly  be  contended  that 
no  Reserves  should  be  made  for  the  future  because 
other  individuals  than  the  present  shareholders  would 
get  the  benefit. 

It  does  not  follow  either  that  present  shareholdeis 
would  be  losers,  because  if  "  shorts  "  are  considered  a 
valuable  asset,  the  present  shareholders,  if  disposing 
of  their  shares,  would  naturally  ask  an  enhanced  value 
in  consequence,  in  the  same  way  as  shares  are  always 
enhanced  in  value  by  the  existence  of  Reserves. 

Aoy  benefit  the  future  shareholders  might  receive 
they  would  be  fully  entitled  to,  not  only  for  the  above 
reason  but  also  from  the  fact  that,  if  recovered  at  all, 
the  shorts  are  only  received  on  account  of  the 
improved  workings  ^inct  they  became  shareholders. 

I  am  still  of  the  opinion,  already  expressed,  that  all 
companies  should  keep  a  Reserve  of  an  equivalent  sum 
to  balance  the  shorts.  No  risk  is  then  incurred  of  over- 
dividing  profits,  and  no  financial  tightness  is  experienced 
by  paying  away  in  dividend  a  portipi/o} /profits  which 
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at  the  time  is  represented  not  by  cash  but  by  "  shorts," 
and  which  may  not  become  cash  for  years,  and  perhaps 
never  at  all. 

In  considering  profits  available  for  dividend  the 
pockets  of  present  or  future  shareholders  need  not,  and 
oug:ht  not,  to  be  considered,  but  only  what  is  the  correct 
position  at  the  time  and  the  most  prudent  course  to 
adopt  in  the  interest  of  the  company  as  a  whole. 
Yours  faithfully, 

January  29th  1906.  TONNAGE  RENT. 

[The  above  letter  was  received  after  our  article  was 
written.  We  agree  as  to  the  expediency  of  not  dividing 
profits  up  to  the  hilt,  but  that  is,  of  course,  no  reason 
why  the  actual  amount  of  such  profits  should  be 
concealed. — Ed.  Acct.] 


Official  Audit  of  Electric  Lis:htiiis:  Accounts. 

(To  the  Editor  of  The  Accountant  J 

Sir, — I  would  be  much  obliged  if  you  or  some  of  the 
correspondents  of  The  Accountant  could  either  answer 
the  following  query  or  direct  my  attention  to  where  the 
answer  could  be  found. 

Does  the  Board  of  Trade  auditor  appointed  under 
Section  6  of  the  Schedule  of  the  Electric  Lighting 
(Clauses)  Act,  1899,  act  in  the  same  manner  as  provided 
by  the  Board  of  Trade  in  forms  of  provisional  orders 
issued  by  them  under  the  Electric  Lighting  Acts  of  1882 
and  1888,  and  more  particularly  do  the  Board  of  Trade 
still  adhere  to  the  same  view  as  quoted  in  Pixley's 
Eighth  Edition,  p.  28  ? 

If  the  Board  of  Trade  auditor  under  the  Act  of  1899 
has  more  extended  powers,  is  it  necessary  for  an  electric 
light  company  registered  under  the  Companies  Acts, 
1862-1900,  to  comply  with  the  2i8t  Section  of  the  1900 
Act  by  appointing  another  auditor  ?  Further,  if  this  be 
necessary,  and  there  be  a  conflict  of  opinion,  with  whom 
does  the  decision  of  the  point  in  dispute  rest  ? 

Apologising  in  advance  for  taking  up  so  much  space, 
I  am,  yours  faithfully, 

27th  January  1906.  PERPLEXED. 


Ube  Cbattered  Bccountantd  Stubentd' 
Socfets  of  'Ritiddtoni»upon<i1)uIL 


Syllabus— spring  Session,  1906. 


President :  Mr.  W.  F.  Harris,  F.C.A. 
Bon.  Sec. :  Mr.  Alfred  G.  Pearson,  Parliament  Chambers, 
guay  Street. 


Jan.  16  (Tuesday). — Fourth  Annual  Dinner. 
Feb.    7  (Wednesday).— Lecture, '*  Brewery  Accounts."  Mr. 
Herbert  Lanham,  A.A.C.  (London). 
,,     21  (Wednesday).— Lecture,  "The  Winding-up  of  Joint 
Stock  Companies."    Mr.  W.   H.  Owen,  LL.B. 
(Hull). 
Mar.  7  (Wednesday).— Lecture,  *•  Vouchers."     Mr.  A.  \V. 
Retchford,  A.C.A.  (Hull). 
„    21  (Wednesday).— Lecture,  *'  Colliery  Accounts."  Mr. 
E.  E.  Price,  F.C.A.  (London). 
April  4  (Wednesday).— Lecture,  "Fraudulent  Dealings  with 
Property  with  special  reference  to  Bankruptcy." 
Mr.  R.  W.  Aske.  LL.D.  (Lend.)  (Hull). 
,,    18  (Wednesday). — Reading  of    the  President's   Prize 

Essays. 
The  meetings  of  the  Society  are  held  in  the  Hall  of  the 
Incorporated  Law  Society,  Bowlalley  I^ne,  Hull,  commenc- 
ing at  7.45  p.m.  prompt. 


Preddenfs  Prige  Essay. 
Subject:  **  The  Verification  of  the  Assets  in  a  Balance 
Sheet.**     Members  are  reminded  that  essays  for  the  above 
competition  must  be  sent  in  to  the  Secretary  not  later  than 
the  31st  January  1906. 


XCbe  Sbeffield  Cbatteted  accountants 
Stuftcnts*  Society. 


{A  filiated  with  the 
Union  of  Chartered  Accountant  Student  Societies,) 


Syllabus  for  Spring  Session  1906. 


President :  Mr.  F.  E.  Foster,  A.C.A. 
Vice-President :  Mr.  S.  Taylor  Gill,  F.C.A. 
Hon.  Secretary:    Mr,   H.   Oswald    Bolton  (with   Messrs. 
Macredie  &  Evans). 
Jan.    31  (Wednesday). — Lecture,    "The    Licensing     Act." 

Mr.  A.  B.  Chambers,  Solicitor,  Sheffield. 
Feb.  14  (Wednesday). — Lecture,  "  Some  Points  in  Accoun- 
tancy."    Mr.  S.  S.  Dawson,  F.C.A.,  Liverpool. 
,,     28  (Wednesday). — Debate,    ''Is    Municipal    Trading 
Desirable?"     Affirmative:    Mr.    A.    H.    Heap, 
A.C.A.    Negative  :  Mr.  F.  C.  Young,  A.C.A. 
Mar.  14  (Wednesday). — Mock  Arbitration.      (Details    will 

be  circulated  later). 
,,    21  (Wednesday). — Lecture,  "  Colliery  Accounts."  Mr. 
A.  D.  Barber,  A.C.A.,  Sheffield. 
,,    29  (Thursday).— Lecture,  •'  Some  Points  on  the  Duties 
of  a  Trustee  in   Bankruptcy.**     Mr.  A.  F.  H. 
Harrop,  Solicitor,  Sheffield. 

Apr.  II  (Wednesday). — Social  Eveni^g?^^<^^-^^-c^T^ 
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All  lectures,  &c.,  will  be  delivered  in  the  Library,  Hoole's 
Chambers,  Bank  Street,  Sheffield,  at  6.45  p.m.,  unless 
notice  be  given  to  the  contrary. 

Essay  Competition  1905-1906. 

The  Committee  of  the  Union  of  Chartered  Accountant 
Stodent  Societies  offer  a  First  Prize  of  Five  Guineas,  a 
Second  Prize  of  Two  Guineas,  and  a  Third  Prize  of  One 
Guinea,  for  the  three  best  Essays  on  '*  The  Difference  in 
"  Constitution  and  Relative  Advantages  of  Private  Firms 
'*and  Limited  Companies,  and  the  matters  of  Account 
"  involved  by  a  Conversion.** 

In  addition  to  the  above,  Mr.  M.  Webster  Jenkinson  has 
offered  a  Prize  of  £2  2s.  to  any  member  winning  the  first 
prize,  and  £1  is.  if  second  or  third  ;  and  your  Committee 
offer  the  sum  of  £2  2s.  to  any  member  who  takes  any  prize 
in  the  competition. 

Essays  must  be  sent  in  on  or  before  March  31st  1906. 

Classes  in  Accounting  and  Auditing  are  held  on  alternate 
Saturday  mornings,  10  to  12,  commencing  January  6th. 
Lecturer,  Mr.  M.  Webster  Jenkinson,  Chartered  Accountant. 
Junior  Class. 

A  Junior  Class  in  Accounting  will  be  conducted  by  Mr. 
M.  Webster  Jenkinson,  A.C.A.,  on  alternate  Monday 
evenings,  commencing  8th  January,  at  6.15. 

This  class  is  specially  intended  to  meet  the  requirements 
of  students  who  have  recently  been  articled,  and  have  not 
had  the  c^portnnity  of  much  practical  experience. 

Test  Papers  will  be  set  each  fortnight,  and  each  student 
attending  the  classes  will  be  expected  to  answer  in  proper 
form  the  questions  contained  in  the  papers. 


Law  Classes  are  held  on  alternate  Saturday  mornings, 
10  to  12,  commencing  January  13th.  Lecturer,  Mr. 
Horace  Wilson,  Barrister-at-Law. 


Cl>artere&  Bccountantd  Stu&entd'  Society 
of  XonDon. 

Report  off  Departmental  Committee  on  Income  Tax. 

On  Wednesday,  November  ist  1905,  the  Society  held  a 
discussion  on  the  Report  of  the  Departmental  Committee 
on  Income-tax,  when  Mr.  H.  Woodburn  Kirby,  F.C.A., 
presujea. 

Mr.  A.  F.  Dodd,  F.C.A.  (Chairman  of  the  Committee  of 
the  Union  of  Chartered  Accountant  Student  Societies), 
opened  the  discussion. 

The  Chairman  said  Mr.  Dodd  had  come  all  the  way  from 
Liverpool  to  give  them  the  benefit  of  his  opening  address. 
H<e  was  sore  the  remarks  which  fell  from  Mr.  Dodd  would 
be  of  great  value  to  them,  and  should  lead  to  an 
important  discussion. 


Mr.  Dodd  then  read  a  paper  as  follows :  — 

The  subject  to  be  discussed  at  this  meeting  is  the 
recently  issued  Report  of  the  Departmental  Committee  on 
Income-tax.  It  will  be  remembered  that  this  Committee 
was  appointed  at  the  time  when  the  Budget  for  1904-5  was 
under  consideration,  and  in  order  to  satisfy  the  demands 
of  the  Parliamentary  members  who  expressed  national  dis- 
satisfaction with  the  existing  administration  of  the  tax. 

A  brief  review  of  the  work  done  by  the  Committee  will 
be  helpful  to  our  subsequent  considerations. 

The  Committee  consisted  of  the  following  gentlemen :  — 

Right  Hon.  Charles  T.  Ritchie,  M.P.,  late  Chancellor  of 
the  Exchequer  (Chairman). 

Sir  Henry  Primrose,  Chairman  of  the  Board  of  Inland 
Revenue. 

Mr.  Sydney  Buxton,  M.P. 

Mr.  Cosmo  Bonsor,  Chairman  of  Commissioners  of 
iDcome-tax  for  the  City  of  London. 

Mr.  W.  Gayler,  Chief  Inspector  of  Stamp  Taxes. 

Mr.  Adam  Murray,  F.C.A.,  one  of  the  General  Commis- 
sioners of  Income-tax  for  the  City  of  Manchester. 

This  Committee  was  appointed  "To  inquire  into  and 
report  whether  it  is  desirable  to  effect  any  alteration  in  the 
system  of  the  income-tax  as  at  present  prescribed  and 
administered  under  the  following  heads :  — 

(i)  The  prevention  of  fraud  and  evasion. 

(2)  The  treatment  of  income  derived  from  copyrights, 
patent  rights,  and  terminable  annuities. 

(3)  The  allowance  made  in  respect  of  the  depreciation  of 
assets  charged  to  Capital  Account. 

(4)  The  system  of  computing  profits  assessable  under 
Schedule  D  on  the  average  of  the  profits  actually 
realised  in  the  three  years  preceding  the  year  of 
assessment. 

(5)  The  rules  and  regulations  governing  the  recovery  by 
taxpayers  of  over-payntejit  of  income-tax.'' 

The  inquiry  was  further  extended  to  ascertain  whether 
co-operative  societies  enjoy  under  the  present  law  any 
undue  exemiption  from  liability  to  income-tax. 

The  Committee  met  on  fourteen  occasions,  from  7th 
June  to  9th  December  1904.  They  examined  thirty 
witnesses,  who  comprised  representatives  of  Income-tax 
Commissioners,  Chambers  of  Commerce,  Trade  Associa- 
tions, Accountants*  and  Actuaries*  Societies. 

The  Committee's  Report  covers  some  twenty-one  pages 
of  foolscap,  and  consists  of  139  paragraphs.  These 
details  are  stated  to  show  that,  however  desirable,  a  full 
and  complete  discussion  of  this  Report  could  not  be 
accomplished  within  the  time  now  at  our  di^osal. 

We  shall  therefore  have  to  limit  our  present  considera- 
tions to  three  out  of  six  points  with  which  the  Report 
deals.    These  three  points  are ;  —  ^^  . 

I      (a)  Fraud  and  Evasion,  digitized  by  GoOgle 
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(b)  Depreciation  of  Assets  charged  to  Capital  Account. 
{c)  The  Three  Years*  Average  System. 

In  the  preamble  to  their  Report  the  Committee  state — 
(i)  That  in  their  opinion  no  drastic  alterations  are  neces- 
sary in  the  present  administration  of  the  income-tax 
laws. 
(2)  That  under  existing  circumstances  the  tax  is  levied 
with   a  minimum   of   friction   and  a   maximum   of 
result. 
If  these  are  the  opinions  arrived  at  after  the  evidence 
adduced  in  the  Appendix  to  the  Report,  then  we  shall 
undoubtedly  join   issue   with  the   Committee,   and  with 
some  of  their  recommendations,  in  so  far  as  they  relate  to 
the  points  we  are  about  to  consider. 

With    regard    to    Fraud    and    Evasion,  the  Committee 
recommend :  — 
(i)  That,   under   penalty,    every   person   chargeable   to 
income-tax  be  compelled  to  make  a  return. 

(2)  That  the  penalties  should  be  proportionate  to  the 
circumstances  of  those  cases  where  no  return  is 
made. 

(3)  That  a  public  prosecution  should  take  place  in 
flagrant  cases  of  fraud  or  evasion. 

(4)  That  the  form  of  return  now  in  use  should  be 
simplified. 

(5)  That  the  Revenue  authorities  should  be  empowered 
to  make  a  surcharge  or  supplementary  assessment  at 
any  time  within  three  years  from  the  end  of  the  year 
of  assessment. 

(6)  That  the  schedule  of  persons  employed  should  be 
returnable  by  law,  and  not,  as  at  present,  at  the 
option  of  the  employer. 

Of  these  recommendations  to  prevent  fraud  and  evasion 
we  can  support  the  suggestions — 
(a)  That  every  person  be  compelled  to  make  a  return. 
{b)  That  substantial  penalties  be  inflicted  upon  those 
who  wilfully  and  designedly  make  false  returns. 

(c)  That  publicity,  through  the  medium  of  an  action  at 
law,  would  be  expedient  in  certain  flagrant  cases. 

We    do    not    support    those    recommendations    which 
propose — 
{d)  To  inflict  monetary  penalties  for  merely  incorrect 
returns,  or  such  as  may  be  made  under  misappre- 
hension. 
(e)  To  extend  the  period  within  which   an  inaccurate 
assessment  may  be  remedied  to  three  years  from  the 
end  of  the  year  of  assessment. 
The  reasons  for  assenting  to  the  first  three  recommenda- 
tions are  sufliciently  obvious;  a  word  or  two  is  required 
upon  those  from  which  we  dissent. 

The  very  elementary  acquaintance  with  matters  of 
account  possessed  by  the  great  number  of  taxpayers  (a 
form  of  ignorance  which  makes  its  appearance  frequently 


in  income-tax  officials),  together  with  the  mystifying 
character  of  the  directions  upon  the  existing  form  of 
return,  are  a  good  answer  to  many  of  the  incorrect,  but 
otherwise  bond  fide  statements,  sent  in  by  the  majority  of 
taxpayers  hitherto.  As  the  English  law  at  present  stands 
a  trader  is  not  compelled  to  keep  books  of  account,  and, 
failing  such  a  law,  it  seems  out  of  the  question  to  obtain 
accurate  returns  in  every  case.  First  let  there  be  an 
enactment  to  ensure  the  material  for  compiling  accurate 
returns ;  and,  second,  an  honest,  simple,  and  intelligible 
form  for  the  taxpayer  to  fill  up,  then  let  the  penalties  be 
made  adequate  and  proportionate  for  inaccuracy  or 
default. 

To  extend  the  period  for  insufficient  or  incorrect  assess- 
ment is  to  afford  even  wider  scope  than  at  present  exists 
for  the  issue  of  ridiculous  and  unreasonable  assessments. 

If  every  taxpayer  were  compelled  to  keep  proper 
accounts,  and  to  make  proper  returns  under  suitable 
penalties,  the  vexation  now  caused  through  the  peculiar, 
and  at  times  unnecessary,  exactions  of  Surveyors  would 
practically  disappear,  since  each  taxpayer  would  be 
assessed  according  to  his  own  signed  declaration,  for 
which  he  has  a  penal  responsibility. 

To  support  the  assertion  that  fraud  and  evasion  are 
extensively  practised,  the  following  instances  were  submitted 
to  the  Committee  by  the  Inland  Revenue  authorities : — 

I. — Fraud  and  Evasion. 
Cases  cited  in  Appendix  VIII.,  p.  32. 
(a)  As  to  Fraud  : — 


Case 


A.B. 


CD. 


E.F. 


G.H. 


IJ. 


Year 


1889 
1890 


Returned  by 
Taxpayer 


£ 
13,400 


s    d 


1890    I      600    o    o 
189s    I  6,000    o    o 

1899 


1902 


Remarks  9S  to  Ultimate 
Payment 


1,367    o   o     Assessment  for  1889  amended 
31,703    00        to   £ig,g66.     Return   1890 
increased  by  £10,653  with 
treble  duty  in  each  case. 

4,000  o  o  Double  Duty  paid  on  £2,030, 
penalty  of  £10  and  single 
duty  on  £600. 

60,000  o  o  Appellants  admitted  that 
I      £13,666  should  have  been 

returned.  Assessment 
I      amended    to    £7,666    and 

treble  duty. 

10,330    o    o    10,350    o    o  i  Prospectus      issued     subse- 

I  quently     stating     average 

'      profits    for    past  3   years 

£21,374.       Assessment 

amended    to    this    figure 

and  treble  duty. 


No  return 


50,000    o    o 


Appellants  paid  to  Com- 
missioners' Bank  Account 
£2,797  IS.  9d.  in  respect 
of  "  deficiencies  in  former 
years,"  whereon  assess* 
ments  were  reduced  as 
follows  :— 

1902  to  £26,292 

1903  m      17.018 

I.J.  was  then  called  and 
severely  reprimanded  by 
thiTBoard. 
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[b)  As  to  evasion : — 


Cases  cited  in  Appendix  VIII..  p.  34. 


1903 

1900 

1901 

1902 

Amount 
Returned 

Assessor's 
Estimate 

AddiUonal  ' 

Com- 
mission ei^s' 
Decision   ' 

1 

Result 

A 

No  Retuni 
Assessed  £500 

Returned  £500 
Assessed  £500 

Returned  £500 
Assessed  £1,000 

£1,000 

£3,000 

1 
£2.000      1 

Duty  Paid 

B 

No  Return 
Assessed  iCii<»o 

No  Return 
Assessed  £x,ooo 

No  Return 
Assessed  £1,200 

••     , 

£2,000 

£2.000     1 

Do. 

C 

Returned  £1,850 
Assessed  ia,ooo 

Returned  £1,700 
Assessed  £a,5oo 

No  Return 
Assessed  £3,000 

£1.700 

£5.000 

£4.000     ' 

1 

Do. 

D 

Returned  &  Assessed 
£800 

No  Return 
Assessed  £1,000 

No  Return 
Assessed  £1,250 

•• 

£3,000 

£3,000     1 

1 

Do. 

E 

Returned  &  Assessed 
£1.925 

Returned  £x,75o 
Assessed  £2,000 

Retiimed  £1,635 
Assessed  £2,000 

£1,750 

£8,000 

£5,000      1 

Do. 

F 

Returned  &  Assessed 
£2,000 

Returned  £3,000 
Assessed  £2,300 

Returned  £1,500 
Assessed  £3,000 

£2.250 

£6,000 

£6,000 

Do. 

G 

Returned  &  Assessed 
£450  Ab. 

Returned  &  Assessed 
£450  Ab. 

Returned  &  Assessed 
£450  Ab. 

£450  Ab. 

£1.537 

£1,537      ' 

Do. 

In  addition  to  the  instances  given  above  there  is  another 
class  of  cases  which  frequently  escape  assessment;  these 
cases  come  onder  the  head  of  Legal  Evasion. 

Many  firms  which,  to  all  intents  and  purposes,  carry  on 
hnsiness  in  the  United  Kingdom,  are  technically  domiciled 
abroad,  the  right  of  acceptance  or  refusal  concerning  any 
act  or  business  being  reserved  for  confirmation  in  places 
where  the  income-tax  laws  do  not  apply.  It  is  stated  in 
Appendix  VIII.,  p.  36,  that  this  kind  of  evasion  extends  to 
Belgian  iron,  French  filks.  German,  French,  and  Italian 
wines,  and  to  merchandise  peculiar  to  foreign  trade  with 
various  foreign  countries,  and  with  India  and  the  Colonies. 

Another  illustration  is  afiorded  by  companies  which  are 
registered  in  Jersey,  Guernsey,  Johannesburg,  Pretoria,  or 
some  other  foreign  or  colonial  centre.  The  operations  of 
such  companies  in  the  United  Kingdom  are  conducted  by 
local  committees  resident  in  this  country  who,  for  all 
practical  purposes,  are  the  directors  possessing  nominally 
restricted  powers.  At  page  129  ol  the  Appendix,  in  answers 
to  QaestioLs  1103  to  11 22  inclusive,  information  is  given 
showing  how  legal  obligations  are  evaded.  By  marking 
letters,  invoices,  ancf  bu^ig^  communications  generally, 
with  such  limitations  as  ''subject  to  acceptance.'*  "  F.O.B.," 
"C.I.F.,**  the  traders  claim  exemption  from  taxation  on 
the  groand  that  the  contract  or  delivery,  though  practically 
negotiated  in  this  country,  is  technically  made  abroad. 
Another  plan  is  the  granting  of  powers  of  attorney  to  local 
directorates,  issued  from  what  is  nominally  the  head  office 
of  the  concern,  purporting  to  grant  certain  limited  powers 
which  by  mutual  consent  become  to  all  intents  full  and 
onrestricted. 
To  deal  with  such  cases  judicially  is  found  to  be  exceed- 


I  ingly  difficult,  if  not  useless,  and  the  Revenue  authorities 
I  urge  that  the  existing  law  be  so  amended  as  to  constitute  a 
I  trade,  nominally  carried  on  by  foreign  or  colonial  parties, 
'  liable  to  income-tax,  by  reason  of  the  "habitual  sale  of 
'  goods''  and  the  *' habitual  performance  of  contracts  for 
valuable  consideration." 

At  the  risk  of  self-assertiveness,  it  is  suggested  that  if, 
m  addition  to  these  much-needed  reforms,  every  taxpayer 
was  required  to  have  his  return,  certified  by  a  Chartered 
Accountant,  any  material  loss  of  tax  through  fraud  and 
evasion  would  quickly  disappear,  to  the  lasting  benefit 
both  of  the  Revenue  and  the  taxpayer.  The  remuneration 
of  such  professional  assistance  could  readily  be  fixed  by 
scale  in  the  majority  of  cases,  of  which  one  moiety  might 
be  borne  by  the  Revenue  and  the  other  by  the  taxpayer. 
The  work  of  the  Income-tax  Department,  especially 
among  Surveyors,  would  presumably  under  the  circum- 
stances be  substantially  diminished,  and  incidentally  the 
number  of  Surveyors  required  would  most  likely  decrease. 
Where  professional  assistance  is  employed  the  penalties 
for  false  and  inaccurate  returns  (if  any)  should  be  sub- 
stantial and  severe,  not  by  fine  merely,  but  by  disqualifica- 
tion to  trade  for  a  specified  period,  as  in  the  case  of 
offences  under  the  bankruptcy  laws. 

Concerning  the  subject  of  Depreciation,  we  touch  the 
piece  dc  resistance  as  between  professional  accountants  and 
representatives  of  the  Revenue. 

The  document  so  frequently  referred  to  in  the  evidence 
before  the  Committee  as  the  "  Leicester  letter  "  (of  which 
the  text  is  given  below)  is  not  without  some  advantage  to 
the  taxpayer ;  but  the  point  to  be  observed  is  that,  until 
this  Committee  met  and  took  evidence,  the  general  public, 
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and  many  of  the  Revenue  representaiives  throughout  the 
country,  appear  to  have  been  unaware  of  its  existence,  and 
of  their  respective  rights  and  obligations  with  regard 
thereto. 

The  text  of  the  communication  called  the  "Leicester 
letter  "  is  as  follows  :  — 

Treasury  Chambers, 

Whitehall,  S.W., 

May  28th  1897. 
Dear  Sir, 

The  Chancellor  of  the  Exchequer  has  had  under  his 
consideration  the  memorial  of  the  Association  of  the 
Chambers  of  Commerce  of  the  United  Kingdom, 
which  you  sent  him  at  the  beginning  of  April. 

The  chief  points  raised  in  the  memorial  are  as 
follows :  — 

(i)  That  the  allowances  in  respect  of  repairs  and 
depreciation  of  machinery  are  insufficient,  and 
the  methods  of  calculating  such  depreciation  are 
unsatisfactory. 

(2)  That  no  allowance  is  made  for  the  cost  of 
replacing  machinery  which  has  become  obsolete. 

As  to  the  first  point,  I  am  to  say  that,  as  the  law  now 
stands,  deductions  are  allowed  both  in  respect  of 
expenditure  incurred  in  repairs  or  alterations  of 
machinery  according  to  an  average  of  the  three  years 
preceding  the  year  of  assessment,  and  also  in  respect 
of  the  diminished  value  of  machinery  by  reason  of 
wear  and  tear  during  the  year.  The  allowance  of  these 
deductions  is  in  the  hands  of  the  District  or  Special 
Commissioners,  as  the  case  may  be,  and  they  have  to 
decide  in  each  case  as  it  arises  the  adequacy  of  the 
deductions  allowed. 

As  to  the  second  point,  I  am  to  say  that  the  Board  of 
Inland  Revenue  have  given  instructions  to  their  Sur- 
veyor at  Leicester,  which  is  particularly  referred  to  in 
the  memorial,  that,  where  a  claim  is  made  in  respect 
of  the  introduction  of  more  modern  machinery  in  a 
factory,  no  objection  is  to  be  taken  to  the  allowance, 
as  a  deduction  from  the  assessable  profits  of  the  year, 
of  so  much  of  the  cost  of  replacement  as  is  represented 
by  the  existing  value  of  the  machinery  replaced.  Any 
excess  in  the  cost  of  the  new  machinery  over  the 
actual  present  value  of  the  old  is  in  addition  to  the 
capital  of  the  business,  and  cannot  properly  be 
regarded  as  a  charge  upon  revenue  for  the  purposes  of 
income  tax  assessment. 

I  am  to  add  that  similar  instructions  will  be  given  to 
Surveyors  in  other  districts  when  this  question  arises 
there. 

I  am,  Sir, 

Your  obedient  Servant, 

^,  (Signed)    W.  A.  Mount. 

The  Secretary, 

Association  of  Chambers  of  Commerce. 


The  conclusions  at  which  the  Committee  arrived  upon 
the  subject  of  depreciation  of  assets  charged  to  Capital 
Account  fall  under  two  heads,  and  may  be  summarised  as 
follows :  — 

As  regards  Depreciation  of  Plant,  Machinery,  &c.,  the 
Committee  consider :  — 
(i)  That  after  all  damage  by  wear  and  tear  has  been 
made  good  by  repairs — short  of  renewal — a  further 
allowance  may  be  made  in  respect  of  the  imper- 
ceptible and  irremediable  deterioration  due  to  age. 

(2)  That  the  policy  indicated  by  the  "  Leicester  letter  " 
sufficiently  meets  the  reasonable  claims  of  machinery 
users  in  respect  of  the  replacement  of  obsolete 
machinery. 

(3)  That  further  steps  are  needed  to  make  the  law  and 
authorised  practice  on  this  matter  more  generally 
known  to  taxpayers. 

(4)  That  the  deduction  for  wear  and  tear  (what  they 
really  mean  is  depreciation)  should  be  claimed  at  the 
same  time  as  the  average  profits  are  returned. 

(5)  That  where  the  year's  business  results  in  a  loss,  or  in 
a  profit  insufficient  to  cover  the  depreciation 
admitted,  such  depreciation  shquld  be  allowed  as  a 
charge,  for  purposes  of  average,  in  subsequent 
returns. 

As  regards  Depreciation  of  Buildings  and  Leasehold 
Premises,  the  Committee  are  of  opinion  :  — 

(i)  That  the  allowance  of  one-sixth  of  the  annual  rack 
rent  value  of  buildings  was  intended  to  cover  not 
only  maintenance  and  renewal,  but,  by  inference,  the 
eventual  replacement  of  buildings  as  well. 

(2)  lliat,  having  regard  to  the  fact  that  as  a  rule  the 
wear  and  tear  of  mills,  factories,  and  similar 
premises,  exceeds  corresponding  shrinkages  in  resi- 
dential and  other  buildings,  the  full  annual  value 
under  Schedule  A  should  be  allowed  in  computing^ 
profits  returnable  under  Schedule  D. 

(3)  That  the  contention  for  a  taxpayer  to  pay  only  on  the 
difference  between  the  annual  value  and  the  amount 
annually  set  aside  for  redemption  of  leaseholds  is 
quite  inadmissible.  * 

There  is  no  doubt  that  hitherto  the  amount  of  depreciation 
deducted  for  purposes  of  income-tax  has  been  insufficient  in 
the  aggregate  to  compensate  the  taxpayers  liable  to  loss  in 
that  direction.  This  assertion  is  fully  substantiated  by  the 
following  Statement  showing  the  total  amouut  of  income  allowed 
as  a  deduction  from  taxable  profits  on  account  of  wear  and 
tear  of  machinery  and  plant  in  the  United  Kingdom  in 
each  of  the  years  1893-4  to  1902-3  inclusive,  as  per  Reports 
by  the  Commissioners  of  Inland  Reven|t^  T 
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1      ia) 

i                I 

ib) 

ic) 

At  a  5%  Rate  of 
Depreciation 

Amount  of 

the  Capital 

Year 

Income 

Values  corres- 

1 

t 
1 

Exempted 

ponding  to  these 
allowances 
would  be 

I 

£ 

£ 

1893-4 

4,109,207 

82,184,140 

J«9*-5   ' 

4,372.409 

87,448.180 

'  1895-6  ; 

4,926,100 

98,522,000 

i8.;6-7 

5,756,775 

115,135,500 

1897-8 

6,52 ». 057 

130,421,140       1 

1698^ 

7,094,184 

i4c,88j,68o 

1899-0 

8.434,332 

168,686,640 

1900-1 

9,870,726 

197,414.520 

1901-2 

11,500,079 

230,001,580 

19TO-3 

12,707,580 

254,151,600     1 

Total 
for      . 

£75,292,449 

£i,505,«48,98o 

10  years 

Average  Annual  Allowance     £7,529,244  9/10 
Average  Capital  ..        150,584,898 

NoiK. — In  Appendix  IV.  of  the  Report,  page  14,  there  is  a  statement 
showing  the  rates  of  allowance  in  nine  difiercnt  centres,  and  fifteen 
separate  trades.  The  average  rate  of  allowance  in  the  selected  cases  is 
6"gi%.  The  figures  given  in  column  (c)  are  not  mentioned  In  the 
Appendix. 

The  allowance  on  ;f  150,584,898  at 
average  rate  conceded  according  to 
tabular  statement  on  page  14  of  the 
Appendix,  viz.:  6-91%  is  ..         ..     /io,405,4i6   9/20 

The  allowances  on  /i5o,584,898,  the 
assumed  capital  invested  in  plant  and 
machinery  in  the  United  Kingdom,  as 
shown  above,  at  5%,  is ;f 7,529,244    9/10 

The  taxpayers  would  thus  appear  to 
have  over-j>aid  through  short  allowance 
for  depreciation  upon  a  sum  of  ..       ^2, 876, 171    9/20 

This  result  indicates  that  a  considerable  difference  exists 
between  the  average  depreciation  actually  allowed^  and  that 
which  was  justly  chargeable  upon  the  basis  of  the  average 
rates  admitted  by  the  Revenue  authorities. 

The  apomaly  becomes  more  noticeable  when  the  foregoing 
figures  are  treated  in  another  form. 

Taking  the  last  year  of  the  period,  viz. 
1^2-3,  it  is  stated  that  the  amount  allowed 
for  depreciation  in  that  year  was       . .         . .       /i2,7o7,58o 

TpoD  the  basis  of  the  average  rate  of 
depreciation  allowed  by  Revenue  authorities, 
<i  91%,  the  capital  corresponding  thereto 
would  be  / 1 83,901, 300,  and  from  their  point 
of  view  this  figure  presumably  represents 
the  capital  invested  in  the  vast  factories, 
mills,  works,  and  other  undertakings  through- 
oat  the  United  Kingdom. 

Upon  a  5%  basis  the  estimated  capital  is 
/254,i5i,6oo  as  shown  above.  6'9i%  upon 
this  sum  amounts  to £^7*5^^*^75 

Again  the  taxpayers  have  lost  on  the 
an,jwances  made,  and  appear  to  have  over- 
paid tax  upon  a  sum  of         ;f 4,854,295 


A  moderate  estimate  of  the  capital  invested  in  plant, 
machinery,  and  other  assets  in  the  same  category,  pertaining 
to  established  industries  throughout  the  United  Kingdom  would, 
it  is  submitted,  not  go  below  the  figure  of  ;^  500,000,000. 

At  the  rate  of  6*9 1%  upon  this  sum,  depreci- 
ation would  be        ;f  34i55o»ooo 

Or        do.       5%        do.  do.  25,000,000 

Taking  the  latter  figure,  ^25, 000,000,  it  is  very  nearly 
double  the  amount  allowed  for  depreciation  in  1902-3,  and 
it  means  that  at  is.  in  the  £  the  taxpayers  overpaid  in  that 
year  approximately  upon  a  sum  of  /i2,5oo,ooo  or  equivalent 
to  /625,ooo. 

It  is  reasonable  to  assume  that  the  major  portion  of  the 
allowances  shown  above  in  column  (6)  represents  amounts 
calculated  upon  diminishing  balances  of  plant  and  machinery, 
and,  if  this  be  so,  the  marked  inequalities  just  alluded  to 
became  accentuated. 

From    the    statistics    referred    to    we    arrive    at    two 
conclusions :  — 
(i)  That    the    value    of    machinery    and    mechanical 
appliances  used  in  various  industries  throughout  the 
United  Kingdom,  and  which  are  justly  subject  to  a 
charge    for  inevitable  depreciation,  greatly  exceeds 
the   amount   which   the   Revenue    authorities   have 
made  the  basis  of  depreciation  allowances. 
(2)  That    it    is    reasonable    to    assume    that,    through 
ignorance  or  inability,   or  both,   certain   taxpayers 
have  overpaid  the  amount  justly  due  from  them,  to 
the  extent  that  the  allowance  for  depreciation  has 
been  inadequate. 
Time  does  not  allow  me  to  deal  with  the  matter  of  depre- 
ciation in  relation  to  income-tax  so  fully  as  I  could  wish ; 
but  I  must,  before  leaving  it,  mention  two  curious  points 
arising  out  of  the  Report. 

The  amounts  of  depreciation  allowed  are  headed 
"Amount  of  Income  Exempted,"  and  the  same  expression 
occurs  in  Paragraph  73  of  the  Report. 

If  a  m:an  is  entitled  to  abatement,  i.^.,  suppose  he  makes 
;^i,2oo  net  profit,  and  for  any  reason,  apart  from  deprecia- 
tion, the  Revenue  authorities  agree  that  he  shall  pay  tax 
only  on  ;^i,cx)o,  then  there  is  a  case  of  exemption.  If 
before  the  ;^i,2oo  is  ascertained  ;f5cx)  has  been  paid  and 
charged  for  office  salaries  and  general  expenses,  we  should 
ridicule  anyone  who  told  us  that  such  an  amount  was 
"exempted"  from  the  man's  income.  Why,  the  fact  is, 
all  quibbles  apart,  no  income  is  made  until  all  charges 
thereon  are  met  or  provided  for.  How,  then,  can  that  be 
described  as  income  which  is  not,  and  never  can  be, 
income?  As  well  might  it  be  said  that  for  purposes  of 
account  an  accruing  liability  was  not  a  liability  until  it 
matured  as  to  say  that  depreciation  is  income. 

It  is  here  that  the  initial  trouble  between  the  taxpayer 
or  his  representative  and  the  Revenue  officials  commences. 
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The  latter  cannot,  or  will  not,  understand  that  the  three 
classes  of  ^cpenditure — Repair  and  ReneMral,  Diminution 
of  Value  through  Wear  and  Tear,  and  Depreciation— 
though  related,  are  as  distinct  in  their  nature  as  the 
income-tax  is^*distinct  from  the  Post  Office  revenue. 

In  fixing  the  basis  of  his  charge  for  depreciation  the 
owner  of  machinery  will  do  one  of  two  things.  Either  be 
will  determine  the  life  of  his  machinery  and  provide  such 
a  sum  annually  as  will,  after  allowing  for  interest,  create  a 
sufficient  fund  to  bear  the  cost  of  new  machinery  when  the 
old  shall  have  become  useless,  or  he  will  create  a  General 
Improvement  and  Extension  Fund  for  the  replacement  of 
worn-out  and  useless  machinery  among  other  things,  not 
necessarily  augmented  periodically  upon  any  settled  basis 
having  direct  relation  to  his  wasting  assets,  but  regulated 
by  such  a  percentage  upon  profits  from  time  to  time  as 
prudence  may  suggest. 

It  is  abundantly  shown  in  the  evidence  upon  this  matter, 
detailed  in  the  Appendix,  that  no  uniformity  of  practice 
prevails  as  to  depreciation  deducted  for  income-tax  pur- 
poses. The  utmost  confusion  and  inequality  is  apparent 
in  the  rates  allowed  in  different  parts  of  the  country.  For 
example,  on  page  14  of  the  Appendix  we  find  :  — 

In  Leicester  the  hosiery  trade  gets  y%  per  cent,  on 
full  value  of  machinery,  and  a  higher  rate  if  justified 
on  inquiry. 

In  Nottingham,  only  a  few  miles  away,  the  same 
trade  gets  5  per  cent,  on  fixed  machinery. 

Again,  in  I^eicester  engineers  get  yj4  per  cent,  on 

full  value,  while  in  Cardiff  engineers  get  5  per  cent,  on 

written  down  value. 

These   anomalies   are   quite   on    a  par   with   others   of 

similar   nature,    which    have    hitherto    distinguished    the 

incidence  of  a  tax  that  is  alleged  to  be  administered  with 

a  minimum  of  friction  and  a  maximum  of  result. 

The  other  curious  point  to  which  attention  is  now  drawn 
appears  on  page  131  of  the  Appendix,  in  Question  ii43> 
and  in  its  answer,  which  are  as  follows:  — 

"  Q. — You  have  spoken  of  depreciation  being  allowed 
for  one  year,  but  we  have  some  evidence  of  the  fact 
that  this  works  unjustly  in  the  case  of  firms  which, 
instead  of  making  a  profit,  have  made  a  loss,  and  when 
therefore  depreciation  cannot  be  taken  off." 

"A. — There  is  nothing  to  write  ojf  in  svch  a  case.^"* 
It  would  be  interesting  to  know  by  what  magic  process 
a  loss  becomes  a  negligible  quantity  merely  because  it  is 
not  debited  to  Revenue.  The  Revenue  officials,  it  is 
imagined,  would  not  deem  it  the  same  thing  to  receive 
;£50Q  from  a  taxpayer  and  to  be  creditors  for  £%oo  upon  a 
hopelessly  bankrupt  individual.  Yet  it  is  with  statements 
analogous  to  this  sort  of  reasoning  that  income-tax  officials 
not  infrequently  discuss,  not  the  income  exempted  from 
taxation,  but  that  imperceptible,  irremediable,  and,  we 
may  add,  inevitable,  deterioration  arising  from  the  varied 


and  complex  causes  which  are  compreheosdvely  described 
by  the  term  "Depreciation." 

There  is  a  tacit  recognition  of  the  principle  that  depre- 
ciation is  a  loss  chargeable  for  income-tax  purposes  by  the 
recommendation  of  the  Committee  that  the  loss  sustained 
by  a  firm  should,  foo:  purposes  of  average,  hereafter 
include  a  charge  for  depreciation.  The  light  in  which 
Revenue  officials  have  hitherto,  and  do  still,  regard  this 
matter  has  been  sufficiently  set  forth,  and  it  is  not  unlikely 
that  any  attempted  concession  to  the  taxpayer  in  this  direc- 
tion will  find  strenuous  opposition  in  official  quarters. 

The  so-called  "concessions  "  arising  out  of  the  "  Leicester 
letter  "  are  more  apparent  than  real.  The  allowance  for 
wear  and  tear,  and  for  the  repairs  and  renewals,  is  a 
matter  entirely  in  the  discretion  of  the  District  or  Special 
Commissioners.  If  a  trader  claims  that  his  machinery  is 
liable  to  an  annual  depreciation  of  7^  per  cent,  upon  full 
value,  and  the  Commissioners,  who  in  very  few  cases  have 
any  technical  knowledge  of  the  subject,  determine  that  an 
allowance  of  5  per  cent,  on  diminishing  value  shall  be 
deducted,  the  trader  has  no  option  but  to  accept  their 
dictum.  Again,  in  the  second  clause  of  that  letter,  any 
outlay  on  replacements  beyond  the  written  down  value  of 
the  obsolete  asset  is  regarded  as  a  capital  outlay.  That  is 
to  say,  if  a  boiler  has  to  be  renewed  with  one  of  similar 
pattern,  which  costs  25  per  cent,  more  than  the  injured 
one,  through  advance  in  price  of  steel  and  labour,  or  other 
cause,  such  increased  cost  is  deemed  to  be  "Capital  Out- 
lay," notwithstanding  that,  for  purposes  of  the  business, 
the  new  boiler  merely  supplies  the  place  of  the  old  one, 
and  does  not  actually  increase  the  intrinsic  value  of  the 
assets  of  the  concern. 

The  last  clause  of  this  letter  is  worth  comrhent.  It  says 
that  instructions  will  be  given  to  Surveyors  in  other  dis- 
tricts "when  this  question  arises  there."  Accordingly  the 
•'Leicester  letter  "  amounts  to  this  :  — 

(a)  Taxpayers  generally  may  be  conceded  depreciation, 
if  it  please  the  Conmiissioners. 

(b)  Leicester  may  have  the  further  and  additional  privi- 
lege of  an  allowance  for  obsolescence. 

(c)  Taxpayers  fully  entitled  to  these  privileges,  who  don't 

ask  for  them,  won't  get  them. 

Could  anything  well  be  more  one-sided? 

Much  more  might  be  said  upon  the  subject  of  deprecia- 
tion in  its  relation  to  income-tax,  but  we  must  pass  on  to 
the  third  point  for  consideration —namely,  the 
Three  Years*  Average  System. 

Considerable  diversity  of  opinion  appears  to  have 
obtained  in  the  evidence  given  before  the  Committee  upon 
this  matter.  The  discussion  of  the  system  was  made  the 
occasion  for  a  most  emphatic  condemnation  of  the  pro- 
visions of  Section  133  of  the  1842  Act,  as  subsequently 
amended  by  Section  6  "^^^^^^^^(^0^^  principal 


February  3,  1906. 


THE    ACCOUNTANT 


143 


reasons    for    sQch    adverse    criticism    were    doubtless 
suggested  by  the  interesting  examples  mentioned  in  the 
memorandum  of  Sir  F.  Gore,  Solifcitor  to  the  Board  of 
Inland  Revenue. 
These  cases  are  set  out  in  the  following  schedule : — 

III. — ^The  Three  Years'  Average  System. 
Statement  showing  the  operation  of  Section  133  of  the 
Income  Tax  Act,  1842,  as  amended  by  Section  6  of  the  Act 
of  1865,  ^  given  in  the  Appendix  to  the  report  on  Income 
Tax  No.  VII.,  pp.  23  and  24. 

I.  It  is  assumed  that  five  distinct  firms  originally  paid 
tax  for  the  same  year  upon  an  average  of  ;^io,ooo ;  each 
firm's  total  profits  for  the  three  years  amounted  to  ;^3o,ooo ; 
and  daring  the  year  of  assessment  each  firm's  profits  were 
IS^Qoo,    The  year  of  assessment  is  assumed  to  be  1903-4. 

Firm  Firm  Firm     Firm  Firm 

Net  Profits—                            A           B           C           D  E 

1900-1 jCi5,ooo  £^,ooc  £7,5001^10,000  £6,000 

190X-2 3,000  15,000  10,000      7,500  I2,O0O 

1902-3 xo,ooo  10,000  12,500    12,500  12,000 

30,000    30,000    30,000    30,000    30,000 

Arcnige  under  Sch.  D  . .      xo,ooo    10,000    10,000    10,000    10,000 

Amended  under  Sec.  133— 

1901-3 5,000  15,000  10,000  7,500  12,000 

1903-3 xopOoo  10,000  X 2,500  12,500  12,000 

«903-4 5»ooo  5,000  5,000  5,000  5,000 

20,000    30,000    27,500    25,000    29,000 

New  Average      ..  6,666    10,000     9,166     8,333     9,666 

Former  Average  paid  on      10,000    10,000    10,000    10,000    10,000 

Amount  on  which  Tax  is 
returnable  3.334+   Nil   +     834+  1,667+      334=£6,i69 

It  is  also  stated  in  this  memorandum  that  during  the 
financial  year  1903-4  the  amount  returned  to  taxpayers 
under  the  133rd  Section  as  amended  was  in  round  figures 
;f  344,000. 

II.  Taking  the  foregoing  illustration  and  assuming  the 
profits  of  the  year  of  assessment  (1903-4)  to  have  been 
£.9,000  instead  of  ;^5,ooo  in  each  case  the  results  work  out 

as  follows : — 

Finn  Firm       Fiim  Firm  Firm 

A  B            C  D  E 

1901-2 £S,ooo  £15,000  £10,000  £7,500  £i2,ooo 

1902-3 10,000        10,000        12,500        X2,50O        I2,0OO 

tQoj-i 9,000       9,000       9,000       9,000       9,000 

24,000      34.000      3t.5oo      29,000      33,000 
New  Average         ..        8,000      11,333      10,500       9,666      11,000 

With  the  exception  of  firms  A  &  D  the  original  assessment 
of  jfxo/xx)  would  stand,  the  new  average  being  in  each  of 
the  other  cases  greater  than  that  figure.  As  regards  firm 
A,  the  difierence  to  be  returned  will  be  calculated  upon 
j(  10,000 — ^jf 9,000,  the  profits  of  the  year  of- assessment. 
The  return  to  firm  D  will  be  upon  ;f  10,000 — /9,666.  the  new 
average  being  greater  than  the  profits  of  year  of  assessment. 
In  these  two  cases,  therefore,  the  tax  returnable  would  be 
ralcnlatfid  npon  a  sum  of  only  /i,334. 

To  arrive  at  a  fair  conclusion  as  to  the  reasonableness  of 
the  contention  raised  on  behalf  of  the  Inland  Revenue 


authorities,  Illustration  I.  should  not  be  taken  to  indicate  a 
usual  or  frequent  occurrence.  It  is  submitted  that  Illustra- 
tion II.  approaches  more  nearly  to  a  fair  representation  of 
the  fluctuation  in  profits  calling  for  adjustment  of  income* 
tax  assessments  under  the  133rd  Section  as  amended. 

The  conclusions  at  which  the  Committee  arrived  on  the 

evidence  and  information  given  before  them  were :  — 

(i)  That  the  probable  confusion  and  disturbance  arising 

from   an   alteration   in  the   method  of   arriving   at 

taxable  profits  are,  for  the  time  being,  a  sufficient 

reason  against  the  One  Year  System. 

(2)  That  while  this  would  be  the  case  with  trade 
generally,  there  appears  to  be  no  reason  why  profes- 
sional men  and  employees  should  not  be  assessed 
on  the  profits  of  the  previous  year  instead  of  a  three 
years^  average. 

(3)  That  the  anomalies  arising  under  the  operation  of 
Section  133  of  the  1842  Act  should  be  redressed.  Its 
abolition  is  recommended. 

(4)  That  the  provisons  of  Section  134  of  the  1842  Act, 
wherein  a  discretionary  power  is  given  to  Commis- 
sioners in  cases  of  diminution  of  profits  owing  to 
specific  causes,  and  those  of  Section  23  of  the 
Customs  and  Inland  Revenue  Act,  1890,  which  deals 
with  losses,  are  sufficient  to  prevent  hardship  to  any 
individual. 

(5)  That  during  the  first  three  years  of  a  new  business 
the  assessment  should  be  based  on  the  actual  profits 
of  each  year,  adjusted  if  necessary  at  the  close  of  the 
year. 

The  Average  System  now  in  vogue  has  certain  advan- 
tages both  for  the  Revenue  and  the  taxpayer — quite  apart 
from  the  disturbance  arising  through  a  change  to  a  One 
Year  System — ^which  call  for  more  than  passing  notice. 

In  prosperous  times  the  Exchequer  receives  handsome 
returns  from  the  income-tax,  and  the  taxpayer  is  less  dis- 
inclined to  contribute  thereto.  But  when  periods  of  trade 
depression  come  over  the  business  world,  then  both 
Exchequer  and  taxpayer  axe  affected  thereby.  Cycles  of 
prosperity  and  of  trade  depression  are  inevitable ;  they  are 
experiences  which  cannot  be  disregarded  or  optimistically 
neglected.  The  One  Year  Average  System  means  consider- 
able fluctuation  in  the  revenue  available  from  the  source 
of  income-tax.  It  may  be  argued  that  this  matter  could  be 
regulated  by  adjusting  the  rate  of  tax ;  this  would  mean  a 
wide  annual  variation,  causing  both  expense  and  annoy- 
ance to  the  taxpayer,  and  in  avoiding  this  difficulty  any 
taxation  levied  in  other  directions  would  most  likely  lead 
to  other  and  more  serious  complications. 

It  is  not  clear  why  professional  men  and  employees  are 
bracketed  together  as  suitable  persons  to  be  assessed  upon 
one  year's  profits  instead  of  three.  Of  all  classes  of  income 
perhaps  none  are  more  liable  to  variation  than  those  of 
professional  men.  Taking  the  case  of  medical  men,  it  ia 
well  known  that  as  a  class  they  sufter^ea^ily  from  bad 
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debts.  The  general  practitioner  will  feel  the  effects  of  a 
depression  in  trade,  because  the  distress  and  consequent 
breakdown  of  breadwinners  increases  the  doctor's  labours, 
while  the  resources  available  for  remunerating  them  are 
quickly,  and  oftentimes  irrevocably,  diminished.  In  our 
own  profession  also  the  variation  in  its  profits  is  consider- 
able. In  many  practices  they  are  quite  disproportionate 
in  distinct  years,  and  especially  where  no  account  is  taken 
of.  accrued  charges  upon  work  in  course  of  completion. 

As  regards  professional  men  generally,  the  Three  Years' 
Average  System  would  appear  to  be  a  distinct  advantage, 
and  the  evidence  upon  this  point  given  before  the  Com- 
mittee must  be  regarded  rather  on  the  ground  of  con- 
venience than  as  supporting  any  principle. 

It  may  very  well  be  that,  from  their  slight  acquaintance 
with  matters  of  account,  doctors,  barristers,  lawyers, 
architects,  and  the  like,  will  not  keep  such  exact  monetary 
records  as  those  which  a^re  needed  for  commercial  transac- 
tions. These  disabilities,  however,  do  not,  and  should  not, 
apply  to  professional  accountants,  since  without  any 
change  of  system,  they  are  quite  able  to  compute  their 
liability  for  income-tax  with  facility  and  accuracy. 

Again,  there  is  the  fact  that  under  the  Three  Years' 
Average  System  the  results  of  any  particular  year  are  not 
disclosed — a  fact  not  without  advantage  in  some  busi- 
nesses, where  the  credit  and  standing  of  the  firm  might  be 
involved  by  disclosure  under  the  One  Year  System.  The 
argument  put  forward  against  this  objection  is  that, 
besides  the  sworn  declaration  to  secrecy  by  income-tax 
officials,  any  person  or  firm  can  be  assessed  by  the  General 
Commissioners.  The  taxpayer's  point  of  objection,  how- 
ever, is  not  disclosure  to  income-tax  officials  so  much  as 
the  possibility  of  information  travelling  into  rival  circles 
of  the  business  concerned  before  the  return  actually 
reaches  the  official  hands. 

The  only  other  point  in  the  recommendations  of  the 
Committee  upon  the  Three  Years'  Average  System  with 
which  we  can  now  deal  is  the  suggested  abolition  of  Sec- 
tion 133  of  the  1842  Act,  as  amended  by  Section  6  of  the 
Act  of  1865. 

The  effect  of  the  existing  method  of  applying  this  133rd 
Section  as  amended  is  this  :  — 

A  firm  makes  up  its  accounts  annually  to  31st  December. 
Assume  the  return  made  for  year  1905-6  to  be  :  — 


Profits  for  year  to  31st  December  190a 
Do.  do.  1903 

Do.  do.  1904 


£12,500 
8,500 
9,000 


30,000 


Amount  of  Return  for  1905-6 £10,000 

At  the  end  of  1905  the  profits  for  that  year  are  found  to 
^®  ;f9»5oe>  ^^^  £5^^  l^ss  than  was  estimated. 


A  new  average  will  therefore  be  asoertaiiied  thus :  — 

Year  1903 £8,500 

-     1904 9tO0o 

•     1905 9,500 

27,000 
New  Average £9*000 

Tax  will  be  returned  not  upon  the  difference  between 
;£  1 0,000  and  ;^9,ooo,  but  upon  the  difference  between 
original  average  ;^i 0,000  and  ;i'9,Soo,  the  profits  of  the 
year  of  assessment.  Whichever  is  greater,  the  new 
average  or  profits  of  year  of  assessment,  that  is  the  amount 
(if  any)  for  deduction  from  original  assessment  in  appeals 
under  this  section. 

Having  now  somewhat  briefly  considered  the  recom- 
mendations of  the  Committee,  it  is  desirable  to  conclude 
with  a  review  of  the  points  discussed. 

As  to  Fraud  and  Evasion,  a  more  just  apportionment  of 
the  burden  of  taxation  than  now  exists,  coupled  with 
increased  facilities  for  the  preparation  of  accurate  returns, 
are  among  the  most  pressing  reforms  needed  to  prevent 
dishonesty  in  this  connection. 

The  present  method  of  dealing  with  depreciation  is  not 
only  unsatisfactory,  but  on  the  evidence  and  facts  given  in 
the  Appendix  to  the  Report  that  method^  is  practically  a 
discretionary  one,  operating  unequally  in  many  districts, 
and  probably  unjustly  in  the  majority  of  cases  where 
depreciation  has  to  be  considered. 

The  Three  Years'  Average  System,  and  the  side  issue 
raised  in  relation  to  the  133rd  Section  of  the  1842  Act  as 
amended,  under  present  circumstances  would  seem  to  be 
more  generally  expedient  than  a  One  Year  System.  The 
Revenue  authorities  state  that  in  1903-4  a  sum  of 
;^344,ooo  was  returned  to  taxpayers  through  the  operation 
of  the  133rd  Section  of  the  1842  Act  as  amended ;  but 
against  this  mustJbe  placed  the  tax  upon  inadequate  depre- 
ciation allowances,  which,  as  shown  in  Schedule 
No.  II.  B,  on  a  conservative  estimate  amounts  to 
;^625,ooo,  or  nearly  double  the  sum  repaid  by  the  Revenue 
authorities. 

Taken  as  a  whole,  we  consider  an  impartial  criticism  of 
the  Report  on  Income-tax  and  of  the  Appendix  thereto 
must  result  in  the  conclusion  that,  as  far  as  the  taxpayer 
is  concerned,  he  is  not  likely  to  derive  substantial  advan- 
tage from  its  recommendations,  if  adopted;  while,  as  to 
the  Inland  Revenue  Department,  the  greater  portion  of  the 
Report  is  greatly  in  its  favour. 

Those  who  have  practical  acquaintance  with  the  adminis- 
tration, as  distinguished  from  the  theory,  of  income-tax 
will  certainly  not  agree  with  the  statement  that  it  is 
administered  with,  a  minimum  of  friction ^  and,  judging 
from  the  cases  of  fraud  and  evasion  that  have  been  cited, 

it  is  doubtful  if  a  maximum  of  rrj-vifls  ;ev^fvattained. 
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Until  the  application  of  income-tax  burdens  is  effected 
upon  an  equitable  and  graduated  basis,  and  the  principles 
of  scientific  accounting  are  propertly  recognised  and 
accepted  by  Revenue  officials,  it  is  a  foregone  conclusion 
that  the  desideratum  of  a  maximum  of  result  with  a 
minimum  of  friction  will  not,  and  cannot,  be  realised. 


The  Chairman  invited  discussion. 

Mr.  H.  I^anham,  A.C.A.,  said:  In  the  short  time  he  was 
able  to  stay  that  night  he  proposed  to  put  forward  some 
points  of  criticism  of  th^  paper  just  read.  But  first  of  all 
be  would  say  how  extremely  grateful  they  all  were  to  Mr. 
Dodd,  more  particularly  as  he  had  lately  taken  on  the 
Chairmanship  of  the  Working  Union — a  position  which 
was  no  sinecure,  as  Mr.  Price  would  tell  them  were  he 
present.  Mr.  Dodd  had  raised  a  great  many  points  of  con- 
troversy, and  made  many  statements  which  were  open  to 
discussion.  He  agreed  wholly  with  Mr.  Dodd  that  the 
Report  was  entirely  in  favour  of  the  officials,  and  left  out 
the  interest  of  the  taxpayer.  He  had  a  case  a  short  time 
ago  where  the  Surveyor  of  Taxes  had  pressed  for  accounts. 
The  taxpayer  in  question  sent  for  the  assistance  of  his 
firm.  It  was  a  bad  case.  The  taxpayer  ought  to  have  paid 
on  thousands  more,  and  he  appealed  to  the  accountant  to 
get  him  out  of  the  trouble.  The  Surveyor  took  three  years^ 
figures,  and  his  client  was  willing  to  have  the  money  paid. 
But  the  Sur^-eyor  went  out  of  his  way  to  talk  about  suing 
in  the  High  Court  and  getting  a  fine  of  £^0  in  addition  to 
the  taxes  due.  To  have  made  such  a  statement  was  abso- 
lutely wrong.  No  Surveyor  should  be  allowed  to  so  trade 
on  the  possible  ignorance  of  those  who  saw  him.  He 
made  it  his  duty  to  report  the  matter  to  the  authorities, 
notwithstanding  that  the  case  was  undoubtedly  a  bad  one 
against  his  client.  But  the  taxpayer  had  attended  to  give 
the  required  figures,  and  was  making  an  amended  return, 
and  the  Surveyor  had  no  right  to  talk  about  suing  on  a 
false  return.  It  was  only  done  to  try  and  get  a  little 
more  credit  on  reporting  to  Somerset  House  that  he  had 
got  back  two  or  three  hundred  pounds,  and  the  Surveyor 
was  not  going  on  legal  lines  himself.  One  went  before  the 
Income-tax  Surveyor,  and  possibly  assisted  him,  but  he 
did  not  trouble  to  tell  them  what  they  need  not  put  down 
in  making  the  returns.  Thus  it  was  that  friction  arose. 
The  suggestion  of  the  Report  that  it  was  generally  better 
to  pay  on  the  yearly  income  sounded  very  nice,  but  he 
dtcQght  a  three  years'  average  was  a  better  course, 
although  it  might  upset  the  calculation  of  the  Chancellor 
of  the  Exchequer.  On  the  one  system  a  inan  paid  on  his 
losses,  ozk  the  other  system  he  did  not.  On  the  question 
of  obsolete  machinery  he  thought  traders  would  be 
anaoimotis  in  the  opinion  that  machinery  needed  replac- 
ing every  five  years.  They  were  allowed  to  write  some- 
thing off  on  this  head,  but  the  average  taxpayer  knew 


nothing  much  about  it,  and  the  Surveyor  never  pointed 
out  these  things. 

Mr.  Charles  Comins,  F.C.A.,  thanked  Mr.  Dodd  for  his 
able  address  on  a  very  important  subject.  There  could 
be  no  more  important  subject  for  Chartered  Accountants 
to  consider  than  this,  especially  now  they  had  this  Report 
of  the  Departmental  Committee.  He  was  especially 
thankful  for  the  favour  of  being  there  to  listen  to  the 
address,  because  he  had  to  deal  with  the  subject  on  the 
22nd  of  the  present  month.  He  had  been  reading  up  and 
preparing  for  the  occasion.  It  was  refreshing  to  him  to 
hear  that  Mr.  Dodd  agreed  with  his  main  conclusions  upon 
the  findings  of  the  Report,  and  this  not  for  any  personal 
reason,  but  because  he  had  been  disappointed  to  find  that 
the  two  Chartered  Accountants  who  did  give  evidence 
before  the  Committee  had  gone  over — ^lock,  stock,  and 
barrel — to  the  side  of  the  officials  of  the  Inland  Revenue. 
There  was  no  question  that  the  Report  was  drawn  up  with 
a  view  to  favouring  the  Inland  Revenue  and  the  official 
view  of  the  question  of  the  collection  and  the  assessment 
of  the  income-tax.  With  regard  to  the  question  of  Fraud 
and  Evasion,  it  was  his  own  opinion  that  there  was  little 
of  that  at  the  present  time.  Mr.  Dodd  had  prepared  some 
remarkable  figures  showing  how  little  was  allowed  for 
depreciation  of  plant  and  machinery.  He  thought  he  had 
even  under-estimated  the  actual  amount  which  should  be 
allowed,  but,  accepting  those  figures,  they  saw  that  the 
Revenue  got  more  than  they  ought,  under  that  head  at 
any  rate.  He  also  felt  certain  that,  whereas  a  number  of 
instances  were  given  of  cases  of  evasion,  they  could  also 
show  instances  of  people  paying  for  many  years  income- 
tax  they  ought  not.  And,  taking  one  with  another,  he 
doubted  very  much  indeed  the  cry  of  evasion.  He  had 
taken  the  result  of  the  collection  of  taxes  from  the  public 
accounts  for  the  last  ten  years,  and  he  saw  no  ground 
whatever  for  saying  there  was  fraud  and  evasion.  Ten 
years  ago,  in  1894-5,  the  produce  of  a  penny  tax  was  under 
two  million  pounds,  and  that  had  steadily  increased  since 
that  time  until  the  result  amounted  to  over  two  and  a-half 
millions  un  the  penny  tax.  At  a  shilling  in  the  pound 
thirty  millions  of  money  was  raised  at  the  present  time. 
Ten  years  ago  the  amount  would  have  been  about 
;f  24,000,000.  They  would  hardly  expect  to  see  this  regular 
increase  of  the  tax  per  penny  if  fraud  and  evasion  were 
seriously  practised.  The  Report  only  reflected  the  official 
mind.  The  authorities,  he  thought,  were  over-reaching 
and  too  grasping  in  the  collection  and  assessment  of  taxes. 
At  one  time  they  used  to  speak  of  nothing  else  but  the 
courteous  and  fair  treatment  they  received  from  the  Sur- 
veyor. They  could  have  said  that  five  years  ago,  but 
nowadays  they  could  not  so  thoroughly  endorse  that  state- 
ment. The  last  speaker  had  instanced  the  unfair  treat- 
ment of  the  ignorant.  No.  doubt,  s^faMis^ccountants 
igitize     y  ^ 
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were  concerned,  that  would  redound  to  their  interest. 
People  should  not  put  their  figures  before  the  Surveyor 
without  professional  assistance.  They  owed  a  debt  of 
gratitude  to  Mr.  Dodd  for  bringing  this  subject  before 
them,  llie  students  should  have  knowledge  of  the  subject. 
It  would  be  of  great  assistance  to  them  in  their  private 
life,  as  well  as  in  their  professional  practice.  One  main 
official  suggestion  which  the  Report  made  was  that  Sec- 
tion 133  should  be  done  away  with.  But  it  had  not  come 
to  a  conclusion  as  to  whether  the  average  system  should  be 
adopted  or  the  system  of  the  single-year  assessment.  That 
was  left  open,  without  expression  of  opinion,  although 
the  Report  rather  seemed  to  favour  the  single-year  system. 
It  was  satisfactory  so  far  that  the  officials  had  not  pre- 
vailed upon  the  members  of  the  Committee,  however,  to 
recommend  it.  But  the  most  extraordinary  part  of  the 
business  was  that  they  had  prevailed  upon  the  Committee 
to  propose  that  Section  133  should  be  amended.  It  would 
be  a  most  unfair  thing  that  the  average  system  should 
remain  without  the  advantage  of  Section  133.  Why  was 
the  suggestion  made  entirely  from  the  Inland  Revenue 
point  of  view?  If  they  came  to  examine  carefully  the 
reasons  put  forward  by  the  public  officials  for  doing  away 
with  the  section  it  appeared  to  be  to  save  themselves 
trouble.  He  referred  his  listeners  to  page  x8  of  the 
Report.  It  was  to  save  strain  on  the  mental  powers  of  the 
officers  of  the  department.  (Laughter.)  What  were  they 
paid  for  but  this?  One  of  their  duties  was  to  relieve  tax- 
payers from  over-assessment.  What  about  the  poor  trader 
whose  business  was  falling  off?  Was  there  to  be  no  con- 
sideration for  such — only  relief  for  Somerset  House 
officials  who  felt  the  mental  strain?  An  attempt  had  been 
made  to  bring  the  single-year  system  about,  on  the  ground 
that  it  would  assist  both  taxpayer  and  Revenue.  He 
denied  that  it  would  assist  the  taxpayer  generally.  It 
might  a  few.  He  hoped  they  would  never  be  led  away  by 
the  arguments  thrown  out  in  the  Report.  The  advantages 
to  be  claimed  for  the  proposals  from  the  taxpayer's  point 
of  view  were  illusory.  Why  their  representatives  before 
the  Committee  had  gone  over  to  the  officials  of  the  Depart- 
ment and  against  their  clients — the  taxpayers  in  general — 
he  could  not  understand.  It  was  their  duty  to  protect  the 
taxpayers.  The  Inland  Revenue  were  well  represented  by 
the  Surveyors  and  their  officials.  The  question  of  Depre- 
ciation was  a  large  one,  which  Mr.  Dodd  had  dealt  with 
thoroughly.  If  ever  the  Report  was  to  be  considered  in 
Parliament  he  hoped  they  would  oppose  it — as  profes- 
sional men  and  as  citizens — especially  the  suggested  repeal 
of  Section  133  while  the  average  system  held  good.  On  the 
question  of  Penalties,  the  recommendations  seemed  mostly 
on  the  line  of  over-pressing  the  taxpayer  to  the  point  of 
extortion.  And  before  possibly  gibbeting  the  taxpayer 
who  made  a  wrong  return  they  needed  a  law  requiring  the 


keeping  of  books  of  trading.  Such  a  law  should  be  passed 
before  they  allowed  the  penalties  to  be  increased  as 
suggested.  He  concluded  by  moving  a  vote  of  thanks  to 
Mr.  Dodd. 

Mr.  S.  Leah  seconded,  and 

Mr.  £.  J.  Tubbs  advocated  the  assessment  of  wages  paid 
to  employees  in  the  general  return  of  the  firm  or  company 
with  whom  they  were  employed. 

Mr.  H.  Barham,  A.C.A.,  supported  the  vote  of  thanks 
to  the  opener  of  the  discussion.  He  thought  some  of  the 
suggestions  thrown  out  on  this  question  were  somewhat 
impracticable.  He  agreed  that  accounts  should  be  certified 
by  Chartered  Accountants.  The  whole  R^ort  savoured 
somewhat  of  partiality.  They  were  not  much  more  forward 
now  they  had  got  the  Report,  except  perhaps  in  some 
minor  details.  The  most  important  conclusion  was  that 
all  should  be  bound  to  send  in  a  return.  A  great  number 
of  people  were  glad  to  pay  on  ;£'i,ooo  who  should  pay  on 
;^i,5oo.  There  were  many  people  who  would  not  put  their 
name  to  a  return  they  were  bound  to  make  if  it  were  false, 
and  there  would  be  an  increase  of  revenue  and  less  friction 
if  the  system  were  adopted.  He  complimented  Mr.  Dodd 
on  the  lucidity  of  his  address  and  the  interest  he  had 
imparted  to  it. 

The  Chairman,  in  closing  the  discussion,  said  they  had 
all  listened  with  considerable  interest  to  the  paper,  which, 
like  an  egg,  was  full  of  meat.  He  hoped  they  would  have 
an  early  opportunity  of  seeing  copies  of  it,  and  of  studying 
it  in  connection  with  the  law  of  the  subject  and  the  Report 
of  the  Committee.  He  had  not  yet  had  an  opportunity  of 
seeing  the  paper,  and  did  not  feel  himself  competent  to 
criticise  it  at  any  length.  He  should  adopt  the  advice  he 
had  given  them,  and  take  the  paper  home  and  read  it 
quietly  with  the  Report.  There  were  one  or  two  points 
he  would  refer  to.  In  his  judgment  it  was  a  most  uniortu- 
nate  Report  that  had  been  prepared  by  the  Departmental 
Committee,  and  the  effect  of  it,  if  adopted,  would  be  very 
far-reaching.  It  would  have  been  far  better — and  he  hoped 
it  would  come  about — had  the  question  been  dealt  with  by 
a  Royal  Commission  composed  of  gentlemen  not  under  the 
influence  of  any  one  particular  department.  The  income- 
tax  was  essentially  a  war  tax,  and  never  intended  as  a 
permanent  burden  on  the  people.  But  it  was  a  very  handy 
method  by  which  the  Chancellor  of  the  Exchequer  could 
raise  two  and  a-half  millions  by  putting  on  a  penny,  90  it 
was  that  it  had  never  been  repealed.  It  was  also  a  class 
tax,  and  not  generally  borne  by  the  masses.  As  the 
franchise  increased,  so  the  Chancellor  of  the  Exchequer 
was  less  disinclined  to  take  this  burden  off  the  classes. 
The  Committee  should  have  taken  into  consideratipa 
the  i^portionment  of  the  burden.  At  present  it 
pressed  very  unequally.     One  man  with   an   income   of 

/i,ooo  had  a  wife  and  half-a-dozen  cUldleiwi^f^another  man 
Digitized  by  vhOCT 
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with  the  same  income  was  single — hds  hat  covered  all  his 
responaibilities.  Again,  a  man  living  on  money  invested 
paid  the  same  as  the  man  living  by  his  brains.  No  one 
seemed  to  have  considered  that  brains  were  subject  to 
depreciation.  The  one  died  and  his  income  continued, 
the  other  died  and  the  income  fell  off  with  his  decease. 
Then  there  was  the  alien.  He  was  a  great  offender  in  the 
matter  of  evasion.  He  came  to  this  country,  did  well, 
and  went  away.  He  did  not  agree  with  the  gentleman  who 
thought  there  was  little  evasion.  His  opinion  was  that  if 
all  did  their  duty  and  paid  they  would  find  great  relief 
generally  in  the  amount  of  the  tax— that  it  would  be 
nearer  6d.  all  round  than  is.  on  some.  As  to  the  punish- 
ment to  be  meted  out  for  fraudulent  returns,  he  thought 
the  ofience  of  signing  a  fraudulent  return  was  regarded  as 
equal  to  the  crime  of  perjury.  But  he  did  not  believe 
there  had  been  one  prosecution  of  the  kind  since  the  insti- 
tution of  the  tax.  He  held  that  the  man  who  made  a  false 
return  was  engaged  in  crime  far  worse  than  the  man  who 
stole  a  loaf  of  bread  for  his  starving  family.  The  falsifier 
of  returns  was  robbing  his  neighbours.  Another  point 
worthy  of  consideration  was  the  question  of  the  income- 
tax  in  the  Colonies.  Our  large  Empire  was  built  up  by 
home  money,  and  the  Britisher  should  only  be  called  upon 
to  pay  once.  But  often  he  was  mulcted  at  home  and  in 
the  Colonies  also.  He  put  the  vote  of  thanks  to  the 
lecturer  and  declared  it  unanimously  passed. 

Mr.  Dodd  thanked  those  present  for  the  hearty  way  in 
which  they  had  received  the  kindly  vote  of  thanks,  so  well 
proposed  and  supported.  He  had  given  considerable 
attention  to  the  question  in  preparing  the  address,  and  he 
thanked  them  very  much  for  the  offer  they  made  that  had 
given  him  this  opportunity.  In  endeavouring  to'  educate 
others  one  educated  oneself.  The  subject  was  dry,  but 
not  without  interest.  He  thought  the  statement  in  the 
Report  as  to  ''a  minimum  of  friction  with  a  maximum  of 
results  "  was  at  variance  with  the  evidence  given  in  the 
Appendix.  He  himself  had  heard  of  no  prosecution  for 
perjury  in  connection  with  making  the  income-tax  return. 
The  Report  quoted  a  case  of  ;^6,ooo  being  returned  for 
jt6o,ooo,  but  there  appeared  to  have  been  no  prosecution. 
The  apportionment  of  the  burden  was  deserving  of  more 
consideration  than  the  whole  of  the  items  mentioned  in  the 
Rep*>rt.  He  impressed  upon  his  listeners  that  the  Sur- 
\eyfirs  of  Taxes  had  nothing  to  do  with  the  Balance  Sheet, 
althoQgh  they  always  asked  for  it.  He  recommended 
accountants  to  ask  the  Surveyor  to  refer  to  the  section  of 
the  Act  upon  which  he  called  for  this.  He  moved  a  vote  of 
thanks  to  the  Chairman.  Such  a  motion  needed  no 
seconder,  so  he  would  put  the  vote  to  the  meeting. 
The  motion  was  passed  with  acclamation. 
The  Chairman  acknowledged  the  compliment.  He  was 
always  pleased  at  any  time  to  do  anything  be  could  for  the 


Society.  He  regretted  now  having  to  announce  the  death 
of  Mr.  P.  C.  Plowman,  a  member  of  the  Committee,  the 
deceased  passed  away  on  the  27th  of  October.  He 
moved  a  vote  of  condolence  with  the  family.  That  needed 
no  seconder. 
The  vote  was  passed. 

The  Chairman  said  Mr.  Cole  would  convey  the  vote  to 
the  family  of  the  late  Mr.  Plowman. 


Ubc  institute  of  XanRets. 


The  Joint  Stock  Companies  Acts,  1862-19001  In 
Relation  to  Banidng. 


By  J.   M.    Henderson,    Esq.,    Barrister-at-Law,    F.C.A. 


Lecture     delivered     before    the    above    Institute    on 
Wednesday,  November  15th  1905. 


The  benefits  of  the  Companies  Acts,  1862  to  1900,  have 
been  adopted  and  developed  to  an  extent  which  could  hardly 
have  been  contemplated  when  the  1862  Act  was  passed,  and 
the  great  commercial  progress  of  the  nation  has  been 
accompanied  by  the  creation  of  a  vast  number  of  limited 
liability  companies,  the  capital  of  which,  in  jone  shape  or 
another,  has  offered  a  wide  field  for  investment.  During 
the  same  period  the  system  of  banking  has  also  expanded. 
Most  banks  have  availed  themselves  of  the  benefits  of 
limited  liability  under  the  Act  of  1879,  but,  more  important 
still,  the  area  of  their  operations  has  greatly  extended.  The 
great  increase  of  wealth  has  placed  at  their  disposal 
enormous  funds  for  investment,  and,  in  seeking  investment 
for  their  funds,  the  various  debentures,  stocks,  and  shares  of 
limited  liability  companies  are  daily  offered  to  them  ;  and  it 
is  in  dealing  with  such  companies,  either  as  the  bankers  of 
the  company  itself,  or  in  the  acceptance  or  rejection  of  the 
debentures,  stocks,  and  shares  of  such  companies,  that  a 
general  knowledge  of  the  law  affecting  them  is  necessary. 

First  of  all,  it  should  be  borne  in  mind  that  a  company 
formed  under  the  Companies  Acts  has  not  the  common  law 
rights  of  private  individuals,  or  even  of  a  corporation 
formed  under  a  Royal  Charter.  The  private  individual  can 
deal  with  his  property  and  do  such  legal  acts  as  he  thinks 
fit,  and  so,  almost  to  a  like  extent,  can  a  corporation  under 
a  Royal  Charter.  Not  so  a  company  formed  under  the 
Companies  Acts.  They  are  incorporated  only  for  the 
objects  and  purposes  expressed  in  their  memorandum  of 
association,  which  is  their  fundamental  and  (except  in 
certain  specified  particulars)  their  unalterable  law.  ^[^ 
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Before  a  company  is  actually  incorporated  and  registered 
there  is  generally  a  preliminary  contract  for  the  purchase  of 
some  ^ecified  business,  undertaking,  property,  patent,  con- 
cession, mine,  &c.  Such  contract  must  be  properly  ratified 
after  incorporation,  otherwise  it  is  void,  because  a  com- 
pany cannot  be  bound  by  a  contract  made  before  its 
incorporation. 

The  foundation  of  a  limited  liability  company  is  its 
memorandum  of  association. 

The  memorandum  sets  forth  the  following: — 

(i)  The  name  of  the  proposed  company  with  the  word 
"  limited  "  added. 

(2)  The  part  of   the  United   Kingdom  in  which   the 

registered  office  of  the  company  is  proposed  to 
be  situated. 

(3)  The  objects  for  which  it  is  to  be  established. 

(4)  Declaration  that  the  liability  of  their  members  is 

limited. 

(5)  The  amount  of  capital   with   which   the  company 

proposes  to  be  registered,  divided  into  shares  of  a 
certain  fixed  amount. 

Subject  to  the  following  regulations  : — 

(i)  That  no  subscriber  shall  take  less  than  one  share. 
(2)  That  each  subscriber  of  the    memorandum   shall 

write  opposite  to  his  name  the  number  of  shares 

he  takes. 

In  defining  the  objects  of  the  company,  care  is  taken 
to  make  them  as  wide  as  possible 

The  memorandum  fixes  the  constitution  of  the  company, 
and  beyond  that  the  company  cannot  go,  no  matter  what 
the  articles  of  association  may  say,  and  even  if  every  one  of 
the  shareholders  gives  his  consent.  The  leading  authority 
on  the  point  is  the  well-known  case,  Ashbury  Railway  Wagon 
Co.  V,  Riche. 

The  memorandum  in  that  case  specified  the  objects  of  the 
company  to  be,  **  To  make,  sell,  or  lend  on  hire  railway 
*'  carriages  and  wagons,  and  all  kinds  of  railway  plant, 
••  fittings  and  machinery,  and  rolling  stock,  &c."  The 
directors,  however,  purchased  a  concession  to  build  railways 
in  Belgium,  no  doubt  with  the  laudable  object  of  finding 
additional  outlets  for  their  wagons,  and  this  was  challenged. 
Meetings  of  shareholders  were  held,  and  it  was  contended 
that  the  shareholders  had  approved,  but  the  House  of  Lords 
held  that  the  directors  had  acted  ultra  vires,  and  that  it 
made  no  difference  even  if  every  individual  shareholder  had 
assented. 

The  Lord  Chancellor  said :  "  The  memorandum  of 
"association  is,  under  the  Act,  their  fundamental  and, 
**  except  in  certain  specific  cases,  their  unalterable  law." 


Further,  a  company  formed  for  some  special  object, 
although  it  may  have  other  objects  ancillary  to  the  main 
one,  yet,  if  the  main  one  fails,  the  Court  may  order  the  com- 
pany to  be  wound  up.  its  principal  object  having  failed. 

This  was  done  in  the  case  of  the  German  Date  Cofiiee 
Company,  Lim. 

There  the  memorandum  stated  the  object  of  the  company 
to  be:  "  For  the  working  a  German  patent  for  making  coffee 
from  dates,"  and  the  memorandum  also  gave  amongst  their 
objects  the  acquiring  of  other  inventions  for  similar  purposes, 
and  to  import  and  export  all  descriptions  of  produce  for  the 
purposes  of  food,  &c.  &c. 

The  company  failed  to  acquire  the  German  patent,  and 
although  they  purchased  a  Swedish  patent  and  were  satisfied 
that  they  could  do  a  profitable  business,  yet  the  Court  held 
that  the  company  had  failed  in  their  principal  object,  the 
others  being  ancillary  only,  and  ordered  the  company  to  be 
wound  up. 

The  Act  of  1890,  called  "  The  Companies  Memorandum 
of  Association  Act,"  gave  powers  to  limited  liability  com- 
panies so  amend  their  memorandum  in  certain  defined  par- 
ticulars and  in  certain  terms,  inter  alia,  the  approval  of  the 
Court,  the  proper  resolutions  of  the  shareholders,  the  pay- 
ment oi  all  creditors,  or  the  satisfying  the  Court  that  they 
had  been  provided  for.  The  Act  only  sanctioned  such 
alterations  as  may  enable  the  company — 

((f)  To  carry  on  its  business  more  economically ; 

(b)  To  attain  its  main   purpose  by  new  or  improved 

means; 

(c)  To    enlarge    or    change    the    local    area    of    its 

operations ; 

(d)  To  carry  on  some  business  or  businesses  which, 

under  existing  circumstances,  may  conveniently 
or  advantageously  be  combined  with  the  business 
oi  the  company ; 

(e)  To  restrict  or  abandon  any  of  the  objects  specified 

in  the  memorandum  of  association  or  deed  of 
settlement. 

As  above  stated,  the  memorandum  specifies  the  capital  of 
the  company  and  how  it  is  to  be  divided,  and  the  Court  will 
not  sanction  any  alteration  of  the  rights  of  the  various  stock 
and  shareholders. 

In  the  case  of  a  company  where  the  capital  consisted  of 
preference  shares,  ordinary,  and  founders'  shares,  the 
founders'  shares  were  ofiiered  to  be  surrendered  at  a  nominal 
price  to  the  company,  and  although  the  preference  and 
ordinary  shareholders  passed  a  unanimous  resolution  in 
favour  of  the  transaction,  it  could  not  be  given  efiect  to. 
Practically  it  amounts  to  this,  that  if  a  company  desires  to 
alter  its  memorandum  of  associatio^in/^any  matter  other 
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than  those  specified  in  the  Act,  the  Court  will  not  saDction 
the  alteration,  and  the  only  course  is  to  wind  up  and 
reconstruct. 

The  Act  of  18G7  gave  powers  to  a  limited  liability  com- 
pany to  reduce  its  capital  to  the  extent  of  such  part  of  it  as 
had  been  lost  or  was  unnecessary,  provided  the  sanction  of  the 
Court  were  obtained,  proper  resolutions  ot  the  shareholders 
passed,  and  all  creditors  paid  or  provided  for  to  the  satisfac- 
tion of  the  Court,  the  company  thereafter  to  add  to  its  name 
the  words  "  and  reduced.'* 

Articles  of  Association. 
The  memorandum  of  association  is  the  constitution  of  the 
company,  and  the  articles  of  association  are  its  Regulations, 

These  articles  may  be,  and  ^eoerally  are,  prepared  and 
roistered  at  the  same  time  as  the  memorandum  of  associa- 
tion, bat  if  no  such  spjecial  articles  are  prepared,  then  the 
Act  of  1862  provides  that  a  certain  set  of  regulations  known 
as  Table  <*  A  "  shall  be  the  regulations. 

Sometimes  the  regulations  of  Table  <*  A  "  are  used,  with 
certain  modifications,  but  in  the  great  majority  of  cases 
special  articles  are  prepared. 

These  must  be  consistent  with  the  memorandum  of 
association.     If  not,  the  memorandum  will  prevail. 

The  articles  regulate  the  rights  of  the  members  inter  se, 
and  every  member  is  affected  with  full  knowledge  of  their 
contents. 

These  regulations  relate  to  shares  and  share  certificates, 
mode  of  transfer,  calls,  forfeiture,  surrender,  increase  or 
reduction  of  capital,  borrowing  powers,  general  meetings 
and  proceedings  thereat,  directors  and  their  qualifications 
and  directors'  powers  and  disqualification,  rotation, 
managing  directors,  directors*  proceedings,  the  secretary, 
seal,  dividends,  reserve,  accounts,  audit,  notices,  arbitra- 
tion, winding  up.  and  other  provisions  to  meet  special  cases. 

By  Section  50  of  the  Act  of  1862  a  company  can,  by 
special  resolution  (but  subject  to  provisions  of  the  Act  and 
to  the  conditions  contained  in  the  memorandum  of  associa- 
tion), alter  all  or  any  of  the  articles  and  make  new  ones, 
which  shall  be  of  the  same  validity  as  the  original  ones. 

This  right  to  alter  its  regulations  cannot  be  taken  away. 
Even  by  the  shareholders  themselves  any  resolution  to  that 
effect  would  be  ultra  vires. 

The  articles  which  chiefly  concern  bankers  are  the  powers 
of  the  directors  to  borrow  and  to  charge  the  property  of  the 
company  as  security  for  advances. 

These  powers  are  generally  given  in  the  memorandum, 
and  more  particularly  defined  in  the  articles,  and  where  this 
is  the  case,  a  banker  should  have  no  difficulty  in  seeing 
whether  any  proposed  borrowing  is  within  the  powers  so 
given. 


Where  the  powers  are  not  defined,  a  right  to  borrow  for 
the  ordinary  purposes  of  the  company  is  presumed. 

That  the  borrowing  is  for  the  purposes  of  the  ordinary 
business  of  the  company  will  be  presumed  unless,  by  some 
means  or  other,  it  comes  to  the  knowledge  of  the  lender  that 
it  is  for  some  other  purpose  outside  the  ordinary  business  of 
the  company.  In  the  case  of  a  company  having  mortgage 
debentures,  the  freehold  and  leasehold  property  (including 
fixed  plant)  would  most  probably  be  conveyed  and  assigned 
to  the  trustees  for  the  debenture-holders,  but  as  to  the  other 
assets,  book  debts,  stock,  &c.,  the  charge  on  the  debentures 
would  only  be  a  floating  charge,  and  the  company,  under 
the  usual  terms  of  a  trust  deed  or  debenture,  would  not  be 
precluded  from  charging  these  for  the  ordinary  purposes 
of  the  business. 

The  capital  of  a  company  consists  of  shares  or  stocks,  and 
these  may  be  divided  into  various  classes. 

Preference  Shares. 

The  public  demand  for  an  investment  yielding  a  moderate 
dividend  with  something  more  of  security  than  an  ordinary 
share  has  led  to  the  dividing  of  the  capital  in  a  great  many 
limited  liability  companies  into  preference  and  ordinary 
shares. 

Preference  shares  are  generally  entitled  to  preference  both 
as  to  interest  and  capital,  although  there  are  cases  in  which 
they  are  preferential  only  as  to  interest. 

Sometimes  they  are  entitled  to  a  fixed  interest,  and,  in 
addition,  to  a  share  of  any  surplus  after  providing  for  a 
dividend  at  a  fixed  rate  on  the  ordinary  shares. 

As  to  capital,  the  meaning  of  the  preference  is  that,  on  a 
sale  or  winding-up  of  the  property,  the  holders  are  entitled 
to  be  paid  out  their  capital  before  the  ordinary  creditors 
receive  anything. 

A  question  arose.  Birch  v.  Cropper,  14  App.  cases,  in  the 
winding-up  of  the  Bridgwater  Navigation  Co.,  as  to  whether 
holders  of  preference  shares  were  entitled  to  participate  in 
any  surplus  after  paying  off  all  claims  and  repaying  the 
amounts  paid  on  preference  and  ordinary  shares.  The 
House  of  Lords  held  that  the  surplus  was  distributable 
amongst  the  members  of  the  company,  preference  and 
ordinary,  not  in  accordance  with  the  amount  paid  up,  but  to 
the  shares  held. 

Where  it  is  not  intended  that  this  privilege  should  be 
given,  then  words  would  be  introduced  to  bhut  them  out. 

Interest  on  preference  shares  is  either  "  cumulative "  or 
"  non-cumulative,"  and  these  terms  are  now  universally 
used. 

Where  the  interest  is  cumulative  the  ordinary  shareholders 
can  never  obtain  a  dividend  on  their  shares^ntil  all  a|rears 
of  preferential  interest  are  cleared  oi||  by  V^rrOOQlC 
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Ordinary  Shares. 

The  position  of  the  ordinary  shares  will  be  gathered  from 
what  has  been  said  of  preference  shares.  They  take,  in 
dividend,  what  is  left  over  after  providing  for  debenture 
interest  and  preference  interest,  unless  there  are  also 
founders'  shares  or  deferred  shares,  or  the  articles  provide 
for  further  participation  of  the  preference  shares.  The 
rights  as  to  dividends  and  division  of  capital  on  a  winding- 
up  shonld  always  be  dearly  defined  by  the  articles. 

The  term  "Deferred"  is  sometimes  applied  to  ordinary 
shares.  The  capital  may  be  divided  into  preference  and 
deferred  shares,  or  preference  and  ordinary  shares,  or  pre- 
ference, ordinary  and  deferred.  Deferred  shares  are  often 
taken  by  vendors  or  promoters,  and  come  after  the  preference 
and  ordinary  shares  in  such  terms  as  to  dividend  and  distribu- 
tion as  the  articles  provide. 

The  articles  also  provide  the  voting  powers  of  each  class. 

Founders'  Shares, 
These  are  generally  few  in  number  and  small  nominal 
value,  and  are  created  and  applied  as  remuneration  to 
founders  or  promoters  of  companies  in  return  for  their  under- 
taking to  pay  the  expenses  of  flotation  and  guaranteeing  the 
placing  of  shares,  or  their  services  generally.  Sometimes 
the  vendor  stipulates  for  part  of  the  consideration  being  paid 
in  founders'  shares.  And,  again,  they  are  offered  to 
subscribers  of  ordinary  shares,  say,  one  founders*  share  for 
every  hundred  ordinary  shares  subscribed. 

Founders*  shares  are  usually  given  by  the  memorandum 
and  articles  a  right  to  a  share,  say,  one-half  or  one-third 
of  all  surplus  profits  after  a  fixed  dividend  of,  say,  six  per 
cent,  has  been  paid  to  the  ordinary  shareholders,  and,  as 
the  founders'  shares  are  generally  not  more  than  one-tenth 
of  the  other  shares,  their  share  of  the  surplus  profits  of  a 
successful  company  would  be  very  large. 

Suppose  a  company  with  200,000  ordinary  shares  and 
10,000  founders',  all  £1  each,  and  the  profit  divisible 
equally  between  the  ordinary  shareholders  and  the  founders' 
shareholders,  after  the  payment  of  a  dividend  of  6  per  cent. 
to  the  former.  With  ;f  20,000  to  be  divided,  the  founders' 
shares  would  get  40  per  cent,  as  compared  with  8  per  cent, 
on  the  ordinary  shares : — 

6  per  cent,  on  the  /200.000  Ordinary      =     ;f  12,000 
40  per  cent,  on  ;^io,ooo  Founders'    . .       =         4,000 

2  per  cent,  to  Ordinary =         4*000 


/20,000 


In  many  cases  these  shares  have  reached  a  very  high  value. 
They  are,  however,  a  very  unsatisfactory  security.  Where 
large  amounts  are  paid  to  them  in  dividends  there  is  always 
the  danger  of  discontent  amongst  the  other  shareholders,  and 
efforts  to  get  rid  of  them  are  constant,  and  unless  the  memo- 


randum and  articles  provide  for  giving  them  a  vote  propor- 
tionate to  their  interest  in  the  profits  of  the  company  and 
the  like  proportion  of  division  of  assets  in  a  winding-up,  the 
ordinary  shareholders  will  endeavour  to  reconstruct  and  so 
get  rid  of  them. 

*'  Management "  shares  are  practically  of  the  same  class 
as  founders'  shares.  They  are  small  in  proportion  to  the 
other  capital  of  the  company,  and  are  generally  entitled  to  a 
large  share  of  the  surplus  profits  after  providing  for  the 
dividends  at  a  fixed  rate  to  the  other  class  or  classes  of 
shareholders.  The  idea  is  to  give  managers  a  great  interest 
in  making  the  business  prosperous,  but,  as  a  matter  of 
practice,  these  shares  generally  find  their  way  into  the 
hands  of  others. 

Debentures. 

There  is  an  idea  very  prevalent  that  the  term  "  debenture" 
implies  a  security,  but  this  is  not  so.  A  debenture  may  be 
what  is  legally  known  as  a  **  naked  "  debenture,  and  is 
nothing  more  than  a  bond  acknowledging  a  debt,  and,  signed 
and  sealed  by  the  company  in  proper  form,  is  simply  a 
specialty  debt,  and  gives  the  holder  no  security  over  the 
property  of  the  company.  The  holder  can  only  claim 
against  the  company  as  an  ordinary  creditor.  As  a  general 
rule,  however,  debentures  contain  a  charge  on  the  under- 
taking and  property  of  the  company. 

They  fix  a  time  for  the  repayment  at,  say,  five,  ten,  or 
fifteen  years  from  the  date  of  issue. 

They  specify  the  rate  of  interest  and  the  dates  of  payment* 
and  the  interest  is  paid  by  warrant  or  coupons  issued  with 
the  debenture.  Debenture  stock  is  substantially  the  same 
as  debentures,  the  former  is  simply  a  consolidation  for  the 
sake  of  convenience. 

Both  debentures  and  debenture  stock  are  usually  secured 
by  trust  deed. 

The  trust  deed  generally  conveys  all  freehold  property, 
assigns  all  leasehold  property  and  all  other  property  and 
assets  of  the  undertaking  to  trustee  or  trustees  upon  trust 
for  the  debenture-holders,  or  the  debenture  stock-holders, 
by  way  of  floating  security  for  the  due  payment  of  the 
debentures'  principal  at  the  due  date  (and  interest  in  the 
meantime  at  the  rates  specified). 

The  trust  deed  in  the  case  of  debenture  stock  is  the 
instrument  which  constitutes  the  stock. 

The  trust  deed  contains  certain  stipulations  by  the 
company  and  specifies  certain  events  in  which  the  trustees 
may  exercise  their  powers  of  entering  into  possession  and 
realising  the  security  for  the  purpose  ol  paying  the  principal 
debt  secured  and  interest  and  costs. 

A  trust  deed,  although  not  absolutely  necessary,  has 
several  advantages.  It  concentrates  the  power  of  the 
debenture-holders  into  the  hands  of  one  or  two,  and  they 
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are  charged  with  the  duty  of  protecting  the  dehentnre- 
holders'  secarity,  whereas  if  there  is  do  trust  deed  it  is  left 
to  the  individual  debenture-holders  to  take  action. 

Further,  the  trustees  under  the  deed  can  be  empowered 
to  do  a  variety  of  things  at  the  request  or  with  the  con- 
currence of  the  company ;  and  the  company  can  be  bound 
to  do  many  things,  such  as  repair,  insure,  and  otherwise 
protect  the  property,  or,  failing  their  so  doing,  the  trustees 
may  do  these  things  at  the  company's  expense. 

Further,  the  trustees  can  be  and  generally  are  empowered 
to  take  possession  on  default,  or  to  appoint  a  receiver  to 
take  possession  of  the  property  on  their  behalf  and  realise 
the  assets  without  the  intervention  of  the  Court. 

This  could  not  be  done  by  the  individual  debenture- 
holder,  or  by  any  group,  without  going  to  the  Court. 

The  trust  deed  is  also  desirable  from  the  company's  own 
point  of  view,  because  it  has  the  effect  of  making  the 
security  more  attractive. 

There  are,  of  course,  companies  who  are  in  such  a  strong 
financial  position  that  they  do  not  require  to  ofiisr  the 
additional  security  of  a  trust  deed  to  subscribers. 

In  dealing  with  debentures  and  debenture  stock,  there  are 
several  important  points  to  be  considered. 

First  of  all  it  is  necessary  to  ascertain  whether  the 
directors  who  issue  the  debentures  are  empowered  by  the 
memorandum  and  articles  to  do  so;  and  here  it  is  most 
necessary  to  point  out  that  "persons  dealing  with  joint- 
**  stock  companies  are  bound  to  look  at  what  one  may  call 
'*  the  outside  position  of  the  company — that  is  to  say,  they 
"  must  see  that  all  the  acts  which  the  company  is  purporting 
"  to  do  are  acts  within  the  general  authority  of  the  company, 
**  and  if  those  public  documents  which  everyone  has  a  right 
*'  to  refer  to  disclose  any  infirmity  in  their  action,  they  take 
'*  the  consequences  of  dealing  with  a  joint-stock  company 
''which  has  apparently  exceeded  its  authority."  Lord 
Hakbury,  L.C..  County  of  GUmusUr  Bank  v.  JRudey. 

This  constructive  notice  is  far-reaching.  It  means  that 
anyone  dealing  with  a  joint-stock  company  is  fixed  with 
notice  of  the  contents  of  its  memorandum  and  articles  of 
association,  and  also  with  knowledge  of  the  contents  of  the 
Acts  of  Parliament.  Thus,  if  the  memorandum  and  articles 
pcDvide  that  the  directors  may  borrow  or  raise  money  on 
debentures  or  mortgage  to  an  amount  not  exceeding,  say, 
jf  100,000,  a  subscriber  for  debentures  must  satisfy  himself 
that  the  proposed  debenture  is  within  the  limit,  for,  should 
it  exceed  the  limit,  his  debenture  would  be  void  and 
worthless. 

But  if,  on  the  other  hand,  the  memorandum  and  articles 
stipulate  that  the  directors  shall  not  borrow  and  pledge  the 
securities  of  the  company  beyond  / 100,000,  unless  with  the 
sanction  of  a  general  meeting  of  the  shareholders,  and  the 


directors  do  exceed  the  /loo.ooo  without  having  obtained 
that  sanction,  or  the  proceedings  at  the  meeting,  when 
called,  have  been  irregular,  then  the  holder  or  holders  of  the 
excess  amount  are  protected  under  what  is  known  as  the 
rule  in  Royal  British  Bank  v.  Tnrquandt  6  Ex.  B.,  327, 

There,  the  directors  did  not  call  the  meeting  necessary  to 
sanction  the  excess,  but  Lord  Hatherly  said  that  persons 
dealing  with  the  company,  though  they  are  bound  to  read 
the  Act  and  registered  documents,  and  to  see  that  the  pro- 
posed dealing  is  not  inconsistent  therewith,  are  not  bound  to 
do  more.  They  need  not  inquire  into  the  '*  indoor " 
management,  but  were  entitled  to  assume  that  what  was 
necessary  to  be  done  had  been  done. 

Here  again,  however,  this  rule  only  applies  where  the 
parties  dealing  with  the  company  are  honestly  ignorant  of 
the  irregularity.  A  person  who  has  notice  of  the  irregularity 
is  not  protected  (Howard  v.  Patent  Ivory  Co.,  38  Ch.  D.,  156). 

Here,  the  directors  had  power  to  borrow  in  excess  of 
/i,ooo,  with  the  assent  of  a  general  meeting.  Without  first 
obtaining  that  assent,  they  issued  debentures  for  £^^500  to 
themselves  for  money  lent  to  the  company ;  it  was  held  that, 
as  they  knew  that  the  internal  arrangements  had  not  been 
complied  with,  the  debentures  could  only  be  good  for  ;^i,ooo. 

There  is  another  matter  with  regard  to  debentures  to 
which  I  desire  to  call  particular  attention,  viz.,  debentures 
of  a  joint-stock  company,  registered  in  England  with 
property  in  Scotland  or  abroad.  In  England,  a  debenture 
carries  a  floating  security  on  all  assets,  but  if  part  or  the 
whole  of  the  property  is  in  Scotland,  a  difiisrent  law  obtains. 

Where  securities  are  heritable  or  long  leases,  registration 
in  Sasine's  Register  is  required  to  complete  the  securities ; 
if  obligations,  intimation  is  necessary ;  if  uncalled  capital, 
intimation  to  the  shareholders ;  if  ordinary  leases,  possession 
must  follow;  if  moveables,  delivery  must  be  got;  and  if 
ships,  registration  in  the  Shipping  Register  is  necessary. 

A  floating  security  on  the  undertaking,  or  the  property  or 
assets  of  a  company  registered  in  Scotland,  is  inefifectual. 

If  the  company  be  English,  but  the  property  situated  in 
Scotland,  and,  again,  if  the  company  be  Scotch,  but  the 
property  in  England,  quid  juris  ?  It  is  thought  that  the  Ux 
ret  situ  would  rule,  and  the  security  would  be  ineffectual  in 
the  former,  but  efiectual  in  the  latter  {Queensland,  <S<.,  Co. 
(1891),  I  Ch.,  536.  (1892),  I  Ch..  219,  15  R,  935). 

In  many  foreign  countries  the  local  creditors  are  preferred 
before  foreign  creditors,  even  where  the  foreign  creditor 
holds  a  floating  or  even  a  registered  charge. 

Prior  to  the  1900  Act  a  company  was  bound  to  keep  at 
its  registered  office  a  Register  of  Charges  (mortgages  or 
debentures),  &c.,  but  no  one  was  entitled  to  inspect  same 
except  a  creditor ;  so  that,  instead  of  being  able  to  find  out 
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whether  credit  should  be  given  or  not,  the  credit  had  first  to 
be  given  before  a  creditor  could  discover  whether  he  ought 
to  have  given  credit  at  all.  This,  of  course,  was  too  late. 
There  was  no  public  registration. 

The  Act  of  1900,  however,  provides  for  the  registration  in 
the  Public  Registry  of  all  mortgages  and  charges  on  the 
company's  property.  The  Registrar  issues  a  certificate  of 
the  registration,  and  a  copy  of  such  certificate  must  be 
endorsed  on  every  debenture  or  certificate  of  debenture 
stock. 

The  Register  is  open  to  the  inspection  of  anyone  on  pay 
ment  of  a  fee  not  exceeding  is.  for  each  inspection. 

Flotation. 
Having    settled    the   contracts,   the    memorandum    and 
articles,  the  question  of  flotation  arises. 

There  are  various  methods  : — 

(i)  If  the  business  to  be  converted  is  a  well-known  one, 
or  if  the  p)arties  concerned  with  the  new  company 
are  ot  high  financial  standing,  or  the  prospects 
very  attractive,  the  simple  issue  of  on  advertise- 
ment and  prospectus,  without  any  underwriting 
or  the  intervention  of  a  promoter,  may  be  suffi- 
cient to  obtain  the  subscription.  These  are, 
however,  very  few. 

(2)  By  underwriting  direct,  without  the  assistance  of  a 

promoter. 

(3)  By  the  assistance  of  a  promoter. 

Before  the  1900  Act  it  was  very  doubtful  whether  a  com- 
pany could  legally  pay,  out  of  its  capital,  a  commission  for 
underwriting  shares  in  its  own  capital. 

The  company  could,  out  of  profits,  or  out  of  premiums 
on  its  own  shares  or  other  assets  not  being  capital,  pay  such 
commission.  It  could  pay  out  of  capital  or  profits  a  com- 
mission for  underwriting  its  own  debentures  or  the  shares 
and  debentures  of  other  companies  owned  by  it. 

The  company  could  give  a  call  on  its  own  shares  at  par  or 
a  premium  for  a  consideration. 

It  was  illegal  for  a  company  indirectly  to  pay  out  of 
capital  commission  for  underwriting  shares  in  its  capital,  by 
agreeing  to  pay  a  price  for  property  which  the  directors 
knew  was  fixed  so  as  to  cover  underwriting.  This,  however, 
was  constantly  done,  but  the  directors  were  not  supposed  to 
know. 

Sometimes  it  was  arranged  to  pay  the  underwriting  com- 
mission out  of  Reserve  Funds,  or  to  give  a  call  on  the  un- 
issued shares  or  part  of  them  for  a  fixed  period  at  par  on  a 
fixed  premium. 

The  Act  of  1900  altered  all  this. 

A  company  can,  under  certain  circumstances,  pay  an 
underwriting  commission  out  of  its  own  capital. 


Upon  any  ofier  of  shares  to  the  public  for  subscription,  it 
shall  be  lawful  for  a  company  to  pay  a  commission  to  any 
person  in  consideration  of  his  subscribing  or  agreeing  to 
subscribe  absolutely  or  conditionally  for  any  shares  in  the 
company. 
Then  follows  the  condition  : — 

"  If  the  payment  of  the  commission  and  the  amount  or 
rate  per  cent,  of  the  commission  paid,  or  agreed  to  be  paid, 
are  respectively  authorised  by  the  articles  of  association 
and  disclosed  in  the  prospectus,  and  the  commission  paid, 
or  agreed  to  be  paid,  does  not  exceed  the  amount  or  rate 
so  authorised.  Save  as  aforesaid  no  company  shall  apply 
any  of  its  shares  or  capital  money  either  directly  or 
indirectly  in  payment  of  any  commission,  discount,  or 
allowance  to  any  person,  in  consideration  of  his  subscrib- 
ing or  agreeing  to  subscribe,  whether  absolutely  or  con- 
ditionally for  any  shares  of  the  company,  or  procuring  or 
agreeing  to  procure  subscriptions,  whether  absolute  or 
conditional,  for  any  shares  in  the  company.  Whether  the 
shares  or  money  be  so  applied  by  being  added  to  the 
purchase  price  of  any  property  acquired  by  the  company, 
or  the  contract  price  of  any  work  to  be  executed  for  the 
company,  or  the  money  be  paid  out  of  the  nominal  purchase 
price  or  contract  price,  or  otherwise. 

But  nothing  in  this  section  shall  affect  the  power  of  any 
company  to  pay  such  brokerage  as  it  has  hitherto  been 
lawful  for  a  company  to  pay." 

Prospectus. 

The  form  or  forms  of  prospectuses  prior  to  the  Act  of  1900 
were  very  numerous  and  varied,  but  there  was  always  a  more 
or  less  marked  similarity. 

They  stated  the  authorised  capital  of  the  company  and  the 
nature  of  it ;  that  is,  either  preference  shares,  or  ordinary 
shares,  or  deferred  shares,  either  or  all. 

The  amount  of  the  proposed  issue,  the  dates  of  payment  of 
subscriptions,  the  names  and  addresses  of  the  directors, 
bankers,  solicitors,  auditors,  secretary,  and  any  other  ofiicers. 

If  at  some  time  there  was  an  issue  of  debentures  or 
debenture  stock,  the  names  and  addresses  of  the  trustees  for 
the  debenture-holders. 

Then  followed  a  statement  of  the  objects  for  which  the 
company  was  formed,  and  the  property  or  assets  it  proposed 
to  acquire,  and  the  benefits  to  arise  from  the  business  of  the 
company  to  the  shareholders. 

An  estimate  of  the  profits  to  be  made. 

If  a  going  concern,  then  a  certificate  of  a  Chartered 
Accountant  of  the  profits  of  the  past  few  years,  and  a 
certificate  of  valuers  as  to  the  value  of  the  property  to  be 
taken  over.  Or.  if  the  company  was  formed  for  the  develop- 
ment of  some  patent  process,  then  aTdertificate  from  some 
Digitized  by  V^riC 


February  3,  1906. 


THE    ACCOUNTANT 


153 


eminent  counsel  or  patent  agents  as  to  the  validity  of  the 
patents,  and  so  forth,  according  to  the  nature  of  the  proposed 
business.  If  mines,  then  the  reports  of  survey  of  the  mining 
property. 

Then  followed  the  dates  of  the  contracts  entered  into  and 
the  parties,  and  a  statement  that  these  contracts,  together 
with  the  memorandum  and  articles  of  association,  could  be 
inspected  at  the  office  of  the  solicitors,  and,  of  late  years,  a 
statement  that  '*  there  are  various  other  contracts  between 
"the  promoters  or  the  vendors  and  others,  and  there  are  also 
"  various  other  contracts  in  connection  with  the  business, 
"which  may  constitute  contracts  within  the  meaning  of 
"  Section  38  of  the  Companies  Act  of  1867." 

"  Applicants  for  shares  will  therefore  be  affected  with 
"  notice  of  the  existence  of  such  arrangements  and  contracts, 
"  and  will  be  deemed  to  have  waived  the  insertion  of  the 
*'  dates  and  names  of  parties  thereto,  and,  in  order  to  prevent 
"any  questions,  must  accept  the  above  statement  as  a 
"sufficient  compliance  with  the  requirements  of  the  said 
"section." 

This  last  was  known  as  the  waiver  clause,  and  it  is  a  very 
extraordinary  thing  that  the  validity  of  this  clause  was  never 
tested  at  law.  seeing  that,  in  the  opinion  of  some  of  the  best 
company  lawyers,  the  clause,  at  all  events  as  generally  drawn, 
was  ineffectual. 

The  38th  section  of  the  Act  of  1867  was  meant  to  be  a  pro- 
tection to  the  investor,  but  it  has  been  found  to  be,  in 
practice,  of  very  limited  use  in  that  direction. 

Prospectuses  are  advertised  and  posted  far  and  wide,  and 
the  time  for  subscriptions  limited  generally  to  a  few  days,  so 
that  it  was,  and  is,  impracticable  for  would-be  investors  living 
at  any  distance,  or  even  in  the  place  of  issue  itself,  to 
examine  and  master  the  details  of  such  agreements.  Assume 
that  10,000  prospectuses  are  issued  (they  sometimes  amount 
to  hundreds  of  thousands),  how  is  it  possible  for  a  tenth  of 
these  to  become  acquainted  with  the  contents  of  the 
amercements  ? 

Further,  to  stimulate  prompt  application,  promoters  or 
vendors,  in  the  past  fifteen  or  twenty  years,  have  arranged 
ibr  dealings  in  the  shares  the  moment  the  prospectus  is 
issued,  and  even,  in  some  cases,  before  the  issue. 

By  arrangement  with  some  members  of  the  Stock  Exchange 
a  market  has  been  created  and  the  shares  are  quoted  at  a 
premium.  In  some  few  cases  the  premium  was  a  genuine 
one,  but  in  the  great  majority  of  cases  it  was  not. 

It  will  readily  be  understood  that  a  promoter  or  vendor 
making  a  large  profit  could  afford  to  sacrifice  some  of  that 
profit  if,  by  so  doing,  he  could  secure  the  subscription  of 
the  issue,  and  he  and  those  associated  with  him  gave  buy- 
ing orders  at  a  pvemium  for  a  few  thousand  shares,  having 
previously  arranged  with  the  dealers  to  let  them  have  these 


shares,  and  any  they  might  sell  to  others,  on  allotment. 
And  so  the  average  public,  seeing  the  shares  at  a 
premium,  and  believing  it  genuine,  subscribed  without 
troubling  to  inspect  the  agreements,  or  even,  I  fear,  care- 
fully reading  the  prospectus,  and  they  very  often  found 
that  the  moment  the  allotment  was  made  the  premium  dis- 
appeared, and  they  were  fixed  with  shares  and  the  liability 
thereon,  more  or  less  valuable,  often  worthless,  without 
any  hope  of  retreat. 

The  Act  of  1900  was  intended  to  put  a  stop  to  the  many 
abuses  which  had  grown  up  around  the  1862  and  subse- 
quent Acts,  and  it  contains  some  very  drastic  clauses, 
designed  to  protect  the  investing  public  as  well  as  the 
general  public. 

Commencing  in  January  1901  any  prospectus  inviting 
subscriptions  from  the  public,  either  for  debentures, 
debenture  stock,  shares,  or  stock,  must  contain  a  number 
of  specific  particulars  never  required  before. 

These  you  will  find  in  Mr.  Scully's  lecture,  page  105, 
Journal  of  Institute,  vol.  22. 

You  will  observe  that  if  there  are  any  founders'  or 
management  shares  the  number  and  the  nature  and  extent 
of  their  interest  in  the  profits  and  assets  of  the  company 
must  be  set  out. 

The  names,  description,  and  addresses  of  the  directors, 
and  their  qualification  and  remuneration. 

The  minimum  subscription  on  which  the  directors  may 
proceed  to  allot,  and  if  there  has  been  any  previous  offer 
of  shares  the  prospectus  must  state  the  amount  so  pre- 
viously offered  and  the  allotment  actually  made,  and  the 
amount  paid  up. 

The  number  and  amount  of  shares  and  debentures  issued 
or  agreed  to  be  issued  as  fully  paid,  or  partly  paid,  other- 
wise than  by  cash,  and  the  consideration  for  which  such 
shares  or  debentures  have  been  issued  or  are  proposed  to 
be  issued. 

Names  and  addresses  of  vendors  of  any  property  pur- 
chased or  proposed  to  be  purchased  by  the  company  which 
is  to  be  paid  for  out  of  the  issue  partly  or  wholly,  and  the 
amount  payable  in  cash,  shares,  or  debentures  to  the 
vendor  or  vendors. 

The  amount  paid  or  payable  in  cash,  shares,  or  deben- 
tures of  any  such  property,  specifying  the  amount  payable 
for  goodwill. 

The  amount  paid  or  payable  as  commission  for  sub- 
scribing or  procuring  subscription  for  any  shares,  and  the 
rate  of  such  commission. 

The  amount  paid  or  intended  to  t>e  paid  to  any  promoter, 
and  consideration  for  such  payment. 

The  dates  and  parties  to  every  material  contract,  and  a 
reasonable  time  and  place  ^<ffjgifj|ggcJ^ipGoOQlC 
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The  names  and  addresses  of  the  auditors. 

Full  particulars  of  the  nature  and  extent  of  the  interest 
of  every  director  in  the  promotion  or  in  the  property  pro- 
posed to  be  acquired,  with  a  statement  of  all  sums  paid,  or 
agreed  to  be  paid,  to  him  in  cash  or  shares  by  any  person, 
either  to  qualify  him  as  director  or  otherwise  for  services 
rendered  by  him  in  connection  with  the  formation  of  the 
company. 

Where  the  prospectus  is  issued  more  than  a  year  after  the 
company  is  entitled  to  commence  business,  the  memo- 
randum of  association,  the  qualification,  remuneration, 
and  interest  of  directors,  the  names  and  addresses  and 
descriptions,  the  amount  of  preliminary  expenses  need  not 
be  published,  and  material  contracts  are  limited  to  a 
period  of  two  years  immediately  preceding  the  publication 
of  the  prospectus. 

Any  waiver  clause  is  void. 

For  newspaper  advertisement  of  prospectus,  the  memo- 
randum and  signatures,  and  the  number  of  shares  sub- 
scribed for  by  the  signatories,  may  be  omitted. 

The  term  "prospectus  "  applies  to  any  prospectus,  notice, 
circular,  advertisement,  or  other  invitation  offering  to  the 
public  for  subscription  or  purchase,  any  shares,  or 
debentures,  or  debenture  stock  of  a  company. 

Further,  a  director  must  now  sign  and  register  a  consent 
in  writing  to  act  as  director,  and  muart  either  sign  the 
memorandum  of  association  for  his  qualification  shares  at 
leasft,  or  sign  and  file  with  the  Registrar  a  contract  in 
writing  to  take  and  pay  for  his  qualification  shares. 

There  then  is  the  provision  as  to  commencing  business. 
Where  the  company  does  not  offer  its  shares  to  the  public 
it  becomes  entitled  to  commence  business  immediately 
after  its  incorporation. 

A  company  offering  its  shares  shall  not  commence  busi- 
ness unless  shares  held  subject  to  the  payment  of  the 
whole  amount  thereof  on  allotment  have  been  allotted  to 
an  amount  not  less  in  the  whole  than  the  minimum  sub- 
scription, and  every  director  has  paid  the  application  and 
allotment  on  his  qualification  shares. 

And  a  statutory  declaration  by  the  secretary  or  one  of  the 
directors  in  the  prescribed  form  that  these  conditions  have 
been  complied  with  is  filed  with  the  Registrar. 

Anyone  responsible  for  the  contravention  of  this  section 
is  liable  to  a  fine  of  ;^5o  a  day. 

The  above  provisions  are  excellent  so  far  as  they  go,  and 
there  is  no  doubt  that  they  have  had  a  salutary  effect  in 
stopping  the  flotation  of  many  bogus  companies  since  1901. 

The  company  promoter,  however,  has  already  found  a 
means  of  minimising  the  salutary  effect  of  some  of  its 
provisions. 


Instance  the  case  of  the  amount  paid  or  intended  to  be 
paid  as  commission  for  underwriting,  and  the  amount  paid 
or  intended  to  be  paid  to  any  promoter. 

The  names  of  promoter  or  underwriters  are  covered  up 
by  incorporating  a  small  limited  liability  company,  which 
is  put  forward  as  the  underwriter,  another  as  vendor  or 
promoter.  There  is  no  public  issue  of  these  subsidiary 
companies,  and  the  shares  are  merely  nominal  and  held  by 
the  promoter  ajid  his  clerks. 

As  to  the  minimum  subscription,  that,  again,  is  often 
provided  for  by  subscriptions  from  clerks  or  friends  of  the 
promoters,  or  by  some  company  similarly  created  to  the 
promoting  and  underwriting  companies. 

The  amount  payable  on  application  and  allotment  need 
not  be  large,  and  if  a  promoter  or  vendor  is  to  receive  a 
large  sum  rather  than  let  the  flotation  fail  for  a  much 
smaller  sum,  he  will  so  arrange  it. 

The  cost  of  floating  any  company  has  become  heavier  of 
late  years,  and  this  has  a  very  important  bearing  on  the 
flotation  of  limited  liability  companies. 

The  stamps  and  fees  are  heavier,  the  cost  of  advertise- 
ment is  heavier,  owing,  in  some  degree,  to  the  increased 
particulars  which  the  1900  Act  requires,  and  also  to  the 
fact  that  for  many  years  a  number  of  companies  have  been 
floated  on  the  public,  which  companies  never  had  any 
elements  of  success  in  them,  some  utterly  fraudulent,  and 
some  again  so  over  capitalised  that  where  they  have 
yielded  results  and  dividends  they  have  fallen  far  short  of 
the  promises  held  out,  and  the  shares  are  so  depreciated 
in  the  market  that  promoters  require  to  cast  their  net  ever 
so  much  wider  every  year,  and  to  offer  more  attractive 
terms  to  subscribers.  Vendors  or  promoters  have  therefore 
to  face  a  considerable  outlay  if,  as  is  generally  the  case, 
they  pay  the  costs  up  to  the  date  of  allotment. 

The  consequence  is  that  recourse  is  had  more  and  more 
to  the  system  of  underwriting,  which  again  adds  to  the 
cost  of  flotation,  the  underwriter  receiving  generally  5  per 
cent,  to  10  per  cent,  commission. 

Take  the  case  of  a  company  with  ;^2oo,ooo  capital,  the 
cost  of  floating  and  underwriting  would  be  anything  from 
;^i 0,000  to  ;f  20,000. 

The  promoter's  profit  would,  in  such  a  case,  be  not  less 
than  a  further  10  per  cent,  to  20  per  cent.,  so  that  from 
;^2o,ooo  to  ;^4o,ooo,  or  one-tenth  to  one-fifth  of  the  capital 
is  unremunerative  from  the  commencement.  This  is 
placing  the  figures  on  a  moderate  scale.  Of  course,  there 
are  many  businesses  which  are  more  or  less  known  to  the 
public  that  could  be  incorporated  and  floated  for  a  very 
much  less  sum,  say,  ;^i  0,000  for  a  ;^2oo,ooo  company,  but 
then  they  would  dispense  with  the  promoter. 

The  case  of  corporation  stocks,  foreign  loans,  railway 
issues,   stand   on   a   somewhat   diff^fSit^plvti*dras   the 


Digitized  by 


jf©t^5^( 


February  3,  1906. 


THE    ACCOUNTANT 


165 


amount  is  generally  large  and  no  promoter  is  necessazy. 
So  that  the  cost  of  issue,  or  the  sum  issued,  is  relatively 
more  or  less  trifling,  but  in  the  case  of  the  ordinary  com- 
pany, incorporated  and  floated  through  the  medium  of  a 
promoter,  the  costs  and  stamps  of  registration,  advertising, 
underwriting,  and  issue  prospectus,  and  the  stamp  duty 
on  conveyance  of  property,  and  the  general  charges  added 
to  the  promoters*  profits,  are  such  as  to  severely  handi- 
cap any  company  of  moderate  capital  from  the  very  first. 

In  mining  adventures,  exploration  companies,  conces- 
sion companies,  the  speculative  element  is  dominant,  and 
the  inducement  is  a  possible  great  profit,  and  any  sub- 
scriber knows  that  he  takes  the  risk  of  losing  his  money. 

In  judging  of  the  ordinary  prospectus,  the  first  thing  to 
ascertain  is  whether  there  are  promoters,  and  to  calculate 
out  the  profit  they  are  to  receive. 

This  ought  to  be  able  to  be  done  from  the  contract, 
although  I  am  bound  to  say  that  sometimes  it  is  difficult 
even  for  a  professional  man  to  do  this. 

Then  the  directors  will  come  under  consideration  and 
generally  the  solicitors  and  auditors. 

The  banker's  name  is  not  of  so  great  importance,  because 
the  duty  and  responsibility  of  a  banker,  unless  he  invites 
subscriptions,  is  merely  nominal. 

In  trading  companies  the  accountant's  certificate  should 
be  considered,  and  I  am  sorry  to  say  thait  in  past  cases 
many  of  these  certificates  were  given  without  such  close 
study  of  the  position  as  I  think  should  have  been  the  case. 
Businesses  have  been  certified  to  have  yielded  certain 
profits  in  average  years.  The  certificate  has  been  strictly 
true,  but  closer  examination  would  in  many  cases  have 
revealed  the  fact  that  the  business  was  a  declining  one,  or 
that  some  change  had  taken  place  in  the  nature  of  the  busi- 
ness which,  although  not  then  operating,  was  bound  to 
operate  in  the  coming  years. 

There  may  have  been  some  new  process,  expiry  of 
patents,  ^>ecial  trade  for  the  years  under  review,  which 
was  becoming  exhausted  and  could  not  be  expected  to  con- 
tinue. Where  the  accountant's  certificate  simply  says 
that  the  profit  on  an  average  of  the  last  five  years  has  been 
so  much,  without  giving  details  of  the  years,  it  is  very 
likely  to  conceal  the  fact  of  a  decreasing  business.  For 
instance,  the  profits  for  the  past  five  years  may  have  been 
jficooo,  ;^,ooo,  ;f7,ooo,  ;f6,ooo,  and  ;^5,ooo,  in  a 
decreasing  scale.  The  average  profit  is  ^^7,200,  but  at  the 
tune  the  prospectus  was  issued  the  yearly  profit  was  only 
;f  5,000  and  manifestly  declining. 

During  the  last  twenty  years,  if  the  certificates  of  profits 
given  by  accountants  be  taken,  it  will  be  found,  I  -believe, 
that  not  2$  per  cent,  of  them  have  been  •realised  -hy  sub- 
seqveot  experience. 


It  should  not  be  forgotten  that  valuations  by  professional 
or  other  valuers  axe  generally  made  on  the  basis  of  a  going 
concern,  which  affords  little  or  no  guide  to  the  value  on  a 
liquidation. 

The  prices  given  for  "Goodwill  "  also  have  been  in  very 
many  cases  exorbitant. 

In  an  ordinary  transfer  of  a  partnership  business  the 
goodwill  is  generally  taken  at  anything  from  one  to  four 
years'  purchase,  according  to  the  nature  of  the  business — 
i.e.y  whether  it  is  more  or  less  personal  to  the  vendor,  2}4 
being  a  very  usual  figure. 

In  companies,  however,  it  has  been  more  or  less  ten 
years'  purchase.  The  objects  of  the  company,  the  capa- 
bilities of  the  managers,  the  prospects  of  the  particular 
trade  will,  with  any  special  matters,  naturally  come  under 
review.  Banks*  own  investments  are  hardly  ever  made  in 
new  limited  liability  companies,  and  so  far  as  investment 
goes  it  is  only  a  question  of  advising  customers  who  may 
seek  advice,  as  they  often  do,  from  their  bankers. 

In  all  cases  wisdom  points  to  avoidance  of  any  advice 
in  these  circumstances. 

In  his  own  guidance  as  to  the  value  of  the  debentures 
and  shares  of  such  companies,  the  foregoing  suggestion 
may  be  of  value. 


TLbc  accountant  as  an  £spert  Mitness. 


By  Cleveland  F.  Bacon,  LL.B. 


(From  the  American  Journal  of  Accountancy.) 
The  accountant,  as  an  expert  witness,  performs  some  of 
his  most  important  functions.  In  no  other  phase  of  his 
work  is  he  so  in  touch  with  the  closely  related  profession 
of  the  law ;  in  none  is  he  of  greater  direct  value  to  his 
client  and  to  the  public.  In  numberless  instances  his 
testimony  furnishes  the  only  guide  to  a  correct  decision  of 
questions  vastly  important  on  account  of  their  magnitude 
and  their  effect  on  hundreds  of  future  cases. 

The  application  to  the  accountant  of  the  law  governing 
expert  testimony  is  of  interest.  Initially  that  law  permits 
no  man  to  testify  as  an  expert  upon  a  subject  which  has 
not  been  reduced  approximately  to  an  exact  science.  It 
must  be  governed  by  recognised  rules,  to  which  a  reason- 
ably uniform  meaning  is  given  by  those  familiar  with 
them.  Following  such  rules,  an  existent  fact  should 
indicate  with  reasonable  uniformity  a  certain  cause  or 
resultant  meaning.  In  such  a  situation  the  expert  draws 
certain  conclusions,  not  always  mathematically  uniform, 
but  at  least  with  a  degree  of  exactness  which  permits  of  a 
safe-  reliance.  The  wide  field  of  purely  -  speculative 
inquiry,  embracing  numberless  ctHts,  'schools'  of  thought 
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and  theories,  contains  no  subject  proper  for  expert  testi- 
mony ;  for,  no  matter  how  ingenious  they  may  be,  they 
represent  only  the  personal  thought  of  their  adherents, 
and,  not  being  governed  by  any  fixed  rules,  are  not  to  be 
considered  as  sciences.  Needless  to  state,  also,  many  of 
them  are  merely  the  product  of  irrational  conceptiouB  and 
erroneous  premises. 

On  the  other  hand,  no  man  may  testify  as  an  expert  upon 
matters  as  to  which  any  ordinary  man  may  be  expected 
to  form  a  reasonably  correct  conclusion.  The  subject  must 
be  one  which  can  be  properly  understood  only  by  a  person 
having  especial  knowledge  derived  from  training  and 
experience.  Thus  it  has  been  properly  held  that  the 
speed  of  a  train  or  wagon,  or  the  competency  of  a  driver, 
does  not  permit  of  expert  testimony. 

The  subject-matter  then  is  liable  to  two  objections:  it 
must  not  be  purely  a  creation  of  speculative  thought,  for 
upon  that  topic  there  are  no  experts  in  a  legal  sense ;  and 
it  must  not  be  of  the  kind  to  be  understood  by  the  ordinary 
man,  for  upon  such  there  is  no  need  for  experts  in  any 
sense. 

Clearly,  in  view  of  the  fact  that  accountancy  to-day  is 
peculiarly  one  of  the  most  complex,  definite,  and  positive 
of  the  sciences,  the  former  objection  has  practically  no 
possible  application.  Yet  in  peculiar  instances  the  cases 
have  reminded  us  of  its  existence.  In  a  Texas  trial  the 
testimony  of  an  expert  accountant  was  rejected  because  the 
books  as  to  which  he  was  to  testify  were  not  shown  to  have 
been  kept  according  to  any  technical  or  scientific  method. 

The  second  objection  has  caused  some  argument  in  the 
Courts.  It  must  be  remembered  at  this  point  that  an 
accountant  may  be  called  upon  to  testify  in  any  one  of 
several  capacities;  most  usually  as  a  person  who  has 
examined  and  knows  the  contents  of  books  and  papers. 
In  these  instances  the  rule  of  evidence  has  been  frequently 
invoked,  that  where  the  contents  of  books  or  documents  is 
in  question,  the  best  evidence  is  the  books  and  documents 
themselves ;  that  comment  or  analysis  by  an  individual  is 
but  secondary  evidence  of  what  an  inspection  would  show 
to  anyone. 

Yet  Judges  all  over  the  country  recognise  that  experts 
are  alone  able  to  arrive  at  the  true  meaning  of  compli- 
cated accounts.  A  dictum  in  one  case  was  to  the  effect 
that,  while  the  books  could  have  been  summarised  by  the 
Court  or  jury,  ''it  would  have  taken  an  unusual  time  at  the 
"trial  to  do  so;  and  it  is  only  an  incident  of  everyday 
"  practice — to  use  the  assistance  of  an  expert  accountant  to 
"give  the  tabulated  results."  An  Arkansas  Judge  recently 
mentioned  accounting  as  having  "come  to  be  a  distinct 
"profession,  we  might  say  an  exact  science,  requiring  par- 
"ticular  adaptation  and  thorough  training  on  the  part  of 
"those  who  would  master  the  subject."     Obviously  this 


view  must  be  only  strengthened  when  the  variety  of  ques- 
tions involved  in  books  and  accounts  is  considered;  it 
may  be  as  to  the  presence  or  absence  of  certain  entries, 
indications  of  erasures  or  alterations,  the  totals  of 
numerous  sets  of  figures,  the  relation  of  one  set  to  others, 
the  meaning  to  be  drawn  from  them,  the  accuracy  of 
method  involved,  or  as  to  any  one  of  numerous  other 
intricate  problems.  The  cases  have  impliedly  recognised 
that  no  layman,  whether  attorney.  Court,  or  jury,  is 
qualified  to  testify  upon  such  points. 

While  acting  thus  in  practice  they  still  give  in  theory 
tacit  recognitioa  to  the  rule  of  evidence  which  has  been 
mentioned ;  and  wherever  there  has  been  a  demand  from 
either  side,  the  books  and  other  documents  have  been 
ordered  to  be  brought  into  Court  and  placed  in  evidence. 
Without  this  prerequisite,  if  the  objection  be  made»  no 
expert  may  testify  upon  the  points  involved.  One  of  the 
Judges  has  stated  the  purpose  of  these  rulings  to  be  that, 
"  either  side  can  have  the  advantage  of  such  evidence,  and 
"can  usually  conoe  prepared  to  correct  any  error  of  cal- 
"culation  so  made."  Obviously  this  is  just  what  tfie  other 
side  cannot  do,  except  in  the  event  of  extreme  simplicity 
of  the  accounts,  or  the  employment  of  opposing  experts. 
Otherwise  the  sole  purpose  of  bringing  the  books  into 
Court  would  be  to  furnish  material  for  cross-examination. 

The  accountant's  testimony  upon  the  numerous  points 
involved  in  his  general  profession  that  are  not  dependent 
upon  particular  books  or  documents,  is  pure  opinion  evi- 
dence upon  a  subject  clearly  suitable  for  expert  testimony. 
As  such,  his  testimony,  on  due  proof  of  its  materiality  and 
of  his  qualification,  is,  of  course,  admissible. 

As  is  well  known,  a  special  rule  governs  the  questions 
which  may  be  asked  of  the  expert  accountant  as  a  witness. 
This  is  of  interest,  for  it  again  emphasises  an  entirely 
different  distinction  between  the  capacities  in  which  an 
accountant  may  testify.  He  may  be  questioned  merely  as 
an  expert  who  knows  the  existence  or  non-existence  of 
certain  facts;  whether  a  specified  entry  be  present  or 
absent,  the  contents  of  books  or  documents,  the  method 
of  accounting  employed  in  a  given  case,  and  the  usual 
methods  of  his  profession.  Questions  on  such  points  are 
asked  directly,  and  in  the  usual  form.  But  the  accountant 
is  frequently  asked  for  pure  opinion  evidence,  perhaps  as 
to  the  meaning  of  certain  figures,  and  the  inference  to  be 
drawn  therefrom  where  the  issue  is  the  liability,  negli- 
gence, or  dishonesty  of  certain  individuals.  In  the  same 
way  a  physician  gives  his  opinion  as  to  the  probable  results 
of  an  injury,  or  an  engineer  as  to  the  strength  or  durability 
of  a  bridge. 

Wherever  the  accountant  is  asked  for  opinion  evidence » 
the  general  rule  of  hypothetical  questions  is  involved. 
Counsel  may  not  ask  an  opinion  based  wholly  on  supposi- 
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tions  not  brought  forth  by  the  evidence,  for  that  would  not 
be  relevant ;  nor  an  opinion  not  predicated  i:^n  all  the 
evidence,  for  that  usurps  the  function  of  the  Court  or  jury. 
Questions  may  be  framed,  however,  upon  hypotheses  of 
certain  facts.  Some  of  the  Federal  Courts  have  held  that 
such  facts  should  embrace  all  the  facts  proven  in  the  case. 
The  general  doctrine  is  that  such  hypothesis  need  merely 
include  all  or  a  pait  of  such  facts  as  the  questioner  reason* 
ably  assumes  to  have  been  proved  by  previous  testimony. 
A  New  York  case  holds  that  even  an  error  in  such  an 
assumption  does  not  render  the  question  objectionable  if 
it  be  within  the  possible  range  of  the  testimony. 

In  only  one  instance  has  this  rule  been  varied :  one  of 
the  New  Hampshire  Courts  allowed  a  direct  qnettioo  to 
such  a  witness  as  to  whether  a  shortage  existed  in  his 
employer's  accounts.  This  was  doubtless  on  the  theory 
that  the  question  related  solely  to  the  existence  of  a  fact ; 
while  actually  his  answer  must  haTe  been  based  upon  his 
opinion  derived  from  an  inspection  of  the  books.  On  the 
other  hand,  the  general  doctrine  is  illustrated;  in  a 
Massachusetts  case  an  accountant  was  forbidden  to  testify 
as  to  his  opinion  whether  the  books  indicated  insolTency. 
In  another  instance  such  a  witness  was  not  allowed  to 
offer  an  opinion  as  to  whether  the  books  in  issue  were  badly 
kept ;  yet  he  might  properly  have  testified  directly  as  to 
what  was  the  usual  and  approved  method  of  keeping  such 
books  i  this  would  have  allowed  the  jury  to  draw  an  intel- 
ligent inference  as  to  delinquency  in  the  particular  case. 

One  of  the  most  interesting  phases  of  an  accountant's 
testimony  has  been  found  in  relation  to  the  fitting  com- 
pepsation  for  the  services  of  other  members  of  his  profes- 
sion. The  witness  in  such  cases  obviously  offers  purely 
opinion  evidence,  and  hence,  as  was  expressed  by  dictum 
in  a  New  York  case,  he  must  have  a  knowledge  of  the 
value  of  such  services  not  possessed  by  the  ordinary  man, 
yet  the  Court  considered  this  qualification  shown  by  the 
mere  statement  of  the  witness  that  he  was  "  somewhat " 
familiar  with  bookkeeping  and  accounting,  and  had 
"some"  knowledge  of  what  the  plaintiff  had  done. 
To-day,  in  the  advanced  state  of  the  accounting  profession, 
it  is  hardly  likely  that  such  meagre  qualification  would  be 
accepted. 

These  cases,  again,  illustrate  the  rule  that  the  expert 
witness  may  not  take  the  case  from  the  jury.  In 
Massachusetts  it  was  held  necessary  that  the  books  upon 
which  the  work  was  done  be  brought  into  Court.  The 
witness  was  allowed  to  testify  as  to  what  was  a  fair  comr 
pensation  for  similar  work,  and  as  to  what  was  the  reason- 
able and  usual  charge  for  an  accountant's  services.  He  was 
not  permitted  to  give  an  opinion  upon  the  value  of  the 
particular  work  in  question. 

Should  an  accountant's  serviced  be  valued  in  proportion 


to  the  importance  of  the  work,  the  results  to  be  attained, 
and  the  responsibility  attached,  or  simply  by  the  custo- 
mary rate  upon  a  per  diem  basis?  This  question,  e^echilly 
interesting  as  indicative  of  professional  standard,  was 
inferentially  answered  by  a  decision  in  New  York  of 
several  years  ago.  The  defendant  desired  to  offer  testi- 
mony at  an  expected  trial,  t^n  the  contents  of  certain 
books  and  accounts  covering  about  one  year.  These  he 
employed  the  plaintiff  to  examine  that  the  latter  might 
be  able  to  furnish  the  evidence.  The  trial  never  occurred* 
and  the  plaintiff,  of  course,  was  not  called  upon  to  testify. 
Yet  in  the  eMnanation  he  had  ^icnt  five  evenings  and  two 
Sundays,  "from  two  and  a^half  to  four  houxt  daily." 
Despite  the  small  amount  of  time  involved,  the  plaintiff's 
counsel,  in  the  trial  Court,  succeeded  in  imprsnsing  the 
jury  with  the  undoubted  importance  of  the  work,  and  the 
great  gain  to  the  defendant  which  would  clearly  have 
accrued  from  the  plaintiff's  testimony.  Thereupon, 
imbued  with  these  standards  of  value,  and  in  the  spirit  of 
personal  liberality,  that  august  body  awarded  the  plaintiff 
the  sum  of  $1,000.  The  Appellate  Court  promptly  set 
aside  this  as  excessive,  and,  in  so  doing,  laid  down  an 
important  principle  as  to  the  value  of  services^  and  also 
drew  a  sharp  distinction  between  expert  accountants  and 
mere  bookkeepers  as  professional  men.  The  Court  states 
that  it  is  "  only  in  cases  where  professional  skill  of  a  high 
"order  is  employed,  requiring  much  preparation  and 
"technical  knowledge,  that  the  nature  or  importance  of  the 
"controversy,  gravity  of  the  matter  in  hand,  or  the  import- 
"  ance  of  the  lesults  obtained,  affect  the  amount  ol  com- 
"pensation."  Where  none  but  ordinary  skill  is  required, 
thd  Court  states  there  should  be  merely  reasonable  pay  for 
the  time  and  labour  expended,  measured  by  the  custom  in 
such  matters. 

It  will  be  perceived  that  this  is  in  effect  a  holding  that, 
as  to  the  services  last  mentioned,  their  value  to  the  per* 
former  himself  Is  to  govern,  while  payment  for  the  work  d 
the  higher  nature  is  to  be  governed  by  the  valu4  or  import- 
ance to  the  client.  Further,  the  Court  flatly  holds  that  the 
plaintiff  may  not  rate  his  services  by  the  latter  standard, 
for  the  evidence  showed  two  most  significant  facts :  first, 
that  the  plaintiff  did  not  claim  to  be  an  expert  upon 
accounting;  and,  second,  that  although  he  valued  at  so 
high  a  rate  his  Sundays  and  evenings,  yet  he  was  at  other 
times  employed  as  a  bookkeeper  at  $1,800  per  year. 

From  this  it  would  seem  likely  that  weie  such  ser- 
vices performed  to-day  by  some  of  the  great  individual 
accountants  of  New  York  city,  the  charge,  large  though  it 
seemed  for  the  actual  time  expended,  might  well  be  sus- 
tained by  the  Court  on  the  ground  of  the  importance  of  the 
work,  and  the  very  high  degree  of  profesfiohal  skill  brought 
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The  value  of  expert  testimony  disappears  unless  the 
^witness  be  properly  qualified — unless  he  be  a  master  of  his 
science  at  least  as  to  the  particular  matters  in  hand.  On 
this  point  the  subject  of  the  cross-examiner's  attacks  is 
mainly  general  professional  training  and  equipment,  and 
properly  so,  since  nothing  else  so  truly  shows  fitness  to 
cope  with  the  question  at  issue.  No  part  of  this  general 
equipment  is  more  truly  indispensable  than  adequate  study 
by  the  witness  preparatory  to  entering  upon  the  practice  of 
his  life  work.  Without  that  the  foundation  oi  his  equip- 
meiSt  may  be  crumbling  and  untrustworthy,  infesting  in 
such  event  his  entire  knowledge  with  misconception  and 
error. 

The  accountant's  preliminary  training  can  be  shown  only 
in  one  way — ^by  the  certificate  granted  by  the  State  in 
which  he  practises.  What  lawyer  or  physician  would  be 
upheld  a  moment  as  an  expert  if  he  did  not  possess  a 
certificate  granted  by  the  State  as  to  his  preparatory  work? 
Yet  the  certificate  held  by  the  physician,  lawyer,  and 
Certified  Public  Accountant  represent  exactly  the  same 
thing— necessary  preliminary  study  and  apprenticeship. 
Such  a  certificate  is  indispensable  to  members  of  the  first- 
named  profession  on  the  stand,  while  it  simply  strengthens 
the  testimony  of  the  accountant.  Yet  its  absolute  neces- 
sity is  recognised  by  the  Courts,  one  of  which  stated  as 
to  accountants : — "  They  must  have  acquired  by  a  course  of 
"  study  a  knowledge  of  the  system  and  rules  involved,  and 
"by  a  course  of  practice  become  able  to  apply  them  to  the 
"  varied  complications  of  business  life."  It  is  to  be  hoped 
that  the  time  is  near  when  legislation  of  the  Courts  will 
prevent  any  accounting  witness  from  qualifying  without 
this  requisite. 

Clearly  distinguished,  of  course,  from  these  three  profes- 
sions are  certain  other  subjects  of  expert  testimony — such 
as  that  of  real  estate  methods  and  values — which  are  as  yet 
too  far  removed  from  the  sciences  to  require  any  qualifica- 
tion except  that  derived  from  experience. 

Accountancy,  however,  is  to-day  one  of  the  important 
leaxned  professions — the  accuracy  and  the  high  sincerity  of 
its  practice  is  in  the  greatest  degree  essential  to  the  safety 
of  complicated  litigation  and  to  the  interests  of  the  busi- 
ness public.  The  representative  of  the  profession  on  the 
witness-stand,  as  in  other  phases  of  his  work,  should  be 
qualified  by  proof  of  his  equipment.  It  is  submitted  that 
the  certificate  of  Certified  Public  Accountants  is  the  most 
essential  single  element  of  such  qualification. 


personaL 

Mr.  W.  Spencer  Hampson,  of  National  Bank  Chambers. 
Nelson,  N.Z.,  announces  that  he  has  purcbasfed  the  practice 
of  Mr.  S.  W.  Thornton,  Professional  Accoui4^^t»    .  • 


Mr.  Robert  Spbncb,  F.S.A.A.,  of  6  Wardrobe  Place, 
Doctors'  Commons,  London,  E.C.,  announces  that  he  has 
admitted  into  partnership  Mr.  William  Payntbr,  A.S.A.A., 
and  that  the  style  of  the  new  firm  is  Robert  Spbncb  & 
Payntbr. 

Messrs.  J.  Shbdden  &  Son  of  Dudley,  announce  that  they 
have  disposed  of  their  interest  in  the  accountancy  business 
(formerly  carried  on  under  the  style  of  Shbdden  &  Co.)  to 
Mr.  A.  E.  Percy,  who  has  been  with  them  for  the  past 
seventeen  years. 

Mr.  Alfred  G.  Pugh,  Chartered  Accountant,  has  opened 
a  branch  office  at  Wynnstay  Chambers,  Colwyn  Bay. 


Aeetinos  for  tbe  ensuiho  TUleelt* 


Monday  —  Manchester  Chartered  Accountants  Stu- 
dents' Society. — Lecture,  ''The  Faculty  of  Com- 
merce :  its  Interest  to  Accountants,'*  by  Professor 
S.  J.  Chapman,  M.A.  This  is  a  Joint  Meeting  of  the 
Manchester  Society  of  Chartered  Accountants  and  the 
Students'  Society. 

Wednesday ^IssTiTUTE  of  Chartered  Accountants. — 
Finance  Committee,  at  12.30  p.m. ;  Council  Meeting, 
at  2  p.m. 
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The  Law  of  Cootract. 


By  Montague  R.  Emanubl,  M.A.,  B.C.L. 
(Of  the  Inner  Temple,  Barrister-at-Law.) 


London,  1906 :  Jordan  &  Sons,  Lim.    Second  Edition. 
Price  los.  net. 

It  is  difficult  at  this  time  of  day  to  say  anything  new  on 
the  Law  of  Contract,  and  almost  equally  so  to  state  in  a 
novel  way  what  has  been  already  said  about  it.  Whether  it 
be  from  the  point  of  view  of  the  practitioner  or  student  the 
ground  is  pretty  well  covered,  on  the  one  hand  by  Anson 
and  Pollock,  and  the  other  by  Leake,  Chitty,  and  Addison. 
The  work  under  review  bids  for  the  patronage  of  both 
classes  of  readers,  and  we  can  only  repeat  what  we  have 
before  so  often  stated  in  similar  cases,  that  such  a  book  is 
almost  certain  to  fall  short  of  one  of  its  aims,  and  frequently 
of  both. 

In  the  present  instance  we  are  glad  to  think  that,  so  far  as 
it  is  a  treatise  on  the  general  principles  of  the  Law  of 
Contract,  the  book — founded,  as  it  appears  to  be,  for  the 
most  part  on  Anson — may  prove  useful  to  the  student.  We 
can,  however,  scarcely  imagine  it  being  of  imich  assistance 
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to  the  practitioner,  treating,  as  it  does,  tb6se  more  special 
branches  of  Contract  Law  with  which  he  is  mainly 
coDoemed — €.g.»  Sale  of  Goods,  Bills  of  Exchange,  Stc. — 
rather  hj  way  of  illustrating  fundamental  principles,  than 
from  the  practical  or  business  point  of  view.  To  render 
soch  a  book  useful  to  the  practitioner,  it  is  essential  above 
all  tfaiogs  that  the  Index  be  full  and  well  planned,  in  order 
to  counteract,  as  far  as  may  be,  the  too  theoretical  treat- 
ment of  the  subject  in  the  text.  This,  unfortunately,  is  not 
a  feature  of  the  present  work.  It  is,  however,  possible  to 
criticise  the  book  from  another  standpoint,  viz.,  as  one  of  a 
series  modelled  on  some  well-known  treatises  on  Company 
Law,  and  in  this  respect  the  author  is  to  be  congratulated 
on  the  fidelity  with  which  he  has  adhered  to  his  model — a 
fidelity,  alas !  extended  even  to  the  arrangement  of  the  Index. 


Qibfton  and  Weidon's  Students'  Bankruptcy. 


Fifth  Edition  by 
Arthur  Wbldon  and  H.  Gibson  Rivington.  M.A. 


London,  1906  :  The  Law  Notes  Publishing  Offices. 
Price  13s. 
This  well-known  book  on  Bankruptcy  has  now  attained 
Its  fifth  edition,  and  vrith  it  we  notice  a  change  of  authorship, 
though  none  in  its  general  and  excellent  arrangement. 

We  have  long  considered  it  as  one  of  the  most  readable  of 
students*  Ixwks,  and  the  new  departure  in  putting  the  author- 
ities at  the  foot  of  the  page,  instead  of  incorporating  them  in 
the  text  is  a  great  gain  in  this  respect. 


f  atlnccB  and  StUs  ot  Sale  in  JCngland 
and  WMcB. 

AccoitDncc  to  Kemp's  MtrcantiU  Gazette,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
daring  the  week  ending  Friday,  Jan.  26th,  was  159.  viz. : — 
New  Bankmptcy  Proceedings  published  in  the  London  GaMette, 
94;  Deeds  oif  Arrangement  registered.  65.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were  : 
Bankruptcies,  108;  Deeds  of  Arrangement.  70— total,  178; 
being  a  decrease  of  19.  The  total  number  of  commercial 
fiulures  recorded  during  the  4  weeks  of  the  present  year  is 
623:  the  total  number  recorded  in  the  corresponding  4 
wttks  of  last  year  was  665,  showing  a  decrease  of  42. 

The  nombar  of  Bilb  of  Sale,  inclnding  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
Jan.  26di.  was  159.  The  number  in  the  corresponding  week 
of  last  year  was  183,  showing  a  decrease  of  24.  The  total 
nomber  filed  during  the  4  weeks  of  the  present  year  is 
542 ;  the  total  nnmber  filed  in  the  corresponding  4  weeks 
of  itat  year  was  610,  showing  a  decrease  of  68 


Debentures. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week 
ending  Friday,  Jan.  26th,  amounted  to  £65^,660,  by  way 
of  addition  to  jr3,ioi,269,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ;^i, 73 1,780,  showing  a  decrease  of 
;^i,o77,i2o.  The  total  amount  registered  during  the  4 
weeks  of  the  present  year  was  £5,^o2t^g^  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  ;(7, 193.272  for  the  corresponding  4  weeks 
in  1905,  showing  a  decrease  of  ;^i, 790,878, 


The  Profession  in  Scotland. 


Personal. 

Mr.  Thomson  Brodie,  C.A.,  and  Mr.  Andrew  C. 
McMorland,  C.A.,  intimate  that  they  have  begun  business 
at  156  St.  Vincent  Street,  Glasgow,  under  the  firm  of  Brodie 
Sc  McMorland. 

The  business  of  the  late  Mr.  Crawford,  Accountant,  Ayr, 
has  been  acquired  by  Mr.  F.  C.  Dewar,  C.A.,  Ayr. 


Obituary. 

Information  was  received  in  Dundee  last  week  of  the  death 
in  Johannesburg  of  Mr.  George  Gilfillan  Vallentine,  C.A..  a 
native  of  Brechin,  and  intimately  known  to  a  wide  circle  in 
Dundee.  The  news  was  contained  in  a  cablegram  received 
in  London,  and  the  young  man,  it  is  ucderstood,  died  from 
the  effects  of  wounds  received  in  a  gun  accident.  He  was 
the  second  son  of  the  late  ex- Provost  Vallentine,  Brechin, 
and  served  his  apprenticeship  in  the  ofiice  of  Messrs.  Moody, 
Stuart  &  Robertson,  Chartered  Accountants,  Dundee.  On 
completing  his  apprenticeship  and  passing  his  examinations, 
deceased  proceeded  to  Brechin,  removing  afterwards  to 
London.  Four  months  ago  he  left  the  Metropolis  for 
Johannesburg.  Deceased  was  about  26  years  of  age,  and 
was  a  young  man  of  much  promise. 


The  Cornhill  Magazine  for  February  contains  the 
customary  instalments  of  "  Sir  John  Constantioe,"  by  Mr.  A.  T. 
Qailler-Couch,  and  "  Cbippinge,"  by  Mr.  Stanley  J.  Weyman. 
"  From  a  College  Window  "  has  for  its  subject  the  writing  of 
books.  In  "  Freeman  versus  Proude  "  Mr.  Andrew  Lang  writes 
on  an  unforgotten  chapter  of  historical  criticism.  A  topical 
dramatic  criticism  is  "  Grandeur  et  Decadence  de  Bernard  Shaw," 
by  "  A  Young  Playgoer."  In  "  George  Eliot's  Coventry  Friends," 
Mr.  Warwick  H.  Draper  preserves  a  literary  memory  of  the  last 
century,  while  "Society  in  the  Time  of  VolUire,"  by  S^  G. 
Tallentyre,  draws  a  vivid  contrast  from  another  ] 
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(From  The  Soticiiors'  Journal.) 
A  correspondent  has  sent  us  for  publication  a  copy  of  the 
following  will  which  is  stated  to  have  been  actually  proved. 
We  alter  only  the  names : — 

The  Will  of  [Thomasson  Thompson]  Esqre 

proved  in  Doctor's  Commons  1802, 

He  dying  that  year. 

I  [Thomasaon  Thompson]  of  Bosworth  Park 
Without  the  aid  of  scribe  or  clerk 
Or  pettifogger  of  the  law 
Ready  to  make  or  find  a  flaw, 
With  haggard  phiz  and  tottering  limbs 
With  worn  out  wind,  a  prey  to  whims 
With  every  symptom  of  decay 
And  wearing  devilish  fast  away, 
A  stupor  stealing  both  my  eyes. 
My  worldly  goods  I  thus  devise 
To  Sister  Eleanor  of  Bourn 
Lest  she  the  fate  should  too  long  mourn 
Of  her  lamented  brother  dear 
I  leave  twelve  hundred  pounds  a  year 
And  on  her  only  do  I  fix 
To  be  my  sole  executrix 
To  [Harriet]  whose  Joyless  bower 
Ne'er  knew  of  bliss  one  single  hour 
I  twelve  pence  give,  far  more  than  due 
To  such  a  curst  vexatious  shrew 
To  dear  [Whiteley]  faithful  fiiend 
Through  all  my  life's  extensive  bound 
A  worldly  sacrifice  I  doom 
Of  bullocks  half  a  heckatomb 
In  cash  and  notes  no  little  sound 
The  sum  of  seventeen  thousand  pounds 
To  younger  [Whiteley]  firm  and  true 
Who  did  what  elder  could  not  do 
Patient  MoSt  watchful  to  my  nod 

And  trembling  when  I  said  "  My  G " 

Of  sheep  I  leave  a  hundred  head 
As  good  as  ever  Bakewell  bred. 
My  pointers,  spaniels,  guns  and  stock 
By  Egg,  by  Manton  and  by  Nock. 
Unto  the  Butler  I  resign 
My  stock  of  every  sort  of  wine, 
Puncheons,  as  tight  as  any  drum. 
Well  filled  with  brandy,  gin  or  rum 
Pipes,  ginglers,  glasses,  everything 
That  makes  the  joyous  table  ring. 
Unto  the  gardener  rake  and  spade, 
And  everything  that  suit  his  trade ; 
Fruit  yet  unpulled,  potatoes,  greens 
Celery  plants  and  kidney  beans. 
Seeds  of  all  sorts,  with  hives  of  bees, 
Cabbage  and  carrots,  nursery  trees. 
Unto  the  Cook  whatever  befits 
Her  occupation — ^pan  and  spits. 


The  poker,  tongs,  the  fork  that  toasts. 
And  all  with  which  she  boils  or  roasts ; 
Hams,  pork  or  bacon  be  her  lot, 
With  everything  that  goes  to  pot. 
Unto  the  scullion  all  the  cook 
By  choice  or  chance  may  overlook : 
Grease,  matches,  coals  and  candles  good. 
Faggots  and  billets  of  dry  wood. 
And  that  no  valet  may  repine 
To  labourer  Tom  I  leave  the  swine. 
Snorters  collected  with  great  pains. 
And  all  the  store  of  swill  and  grains. 
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^jtnct  ham  AudUiHg,  by  Lawwemck  R.  Dicksbb,  F.CJli 
(Pag»  190) 
Lictnsad  Homts  presant  some  ratber  special  features.  The  goodwill 
ittafifaing  to  the  license  gives  the  lease  or  freehold  of  licensed  premises 
a  market  value  greatly  in  excess  of  their  real  value  as  buildings.  To 
be  properly  ooosidered,  the  value  of  the  premises  and  the  license  must 
be  aepaiated.  The  former  shoold  be  depreciated  in  the  usual  way, 
laavfaig  the  license  alone  to  be  considered.  A  license  on  freehold  pre- 
mises does  not  depreciate,  but  a  license  on  leasehold  premises  passes 
away  with  the  premises  and  most  therefore  be  depreciated  like  a  lease. 
A  Hoeiise  may  at  any  time  be  lost— either  far  misconduct  or  for  no  reg- 
ion—but  tills  is  a  contingency  outside  the  scope  of  depreciatloii.  Il 
■ay.  boweves,  be  provided  against  by  Insuianoe,  which  wonU  appeac 
l»b«  a  mMt  pmdeot  course  to  adopt. 

For  Un  pactieolars  as  to  UOBlUt  ntUBAICU  apply  to- 
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The    Accountant. 

Tklifbohb  No  yaai  Cemtral.    34  Mooroatb  Stubt,  London,  B.C. 


Tbe  Accountant  is  printed  and  published  in  time  for 
Friday  Erening's  Mail. 


TERMS  OF  SUBSCRIPTION  {payable  in  advance). 


Per  annnm,  post  free  (United  Kingdom) 

»>  M         (Foreign     and     Colonial) 

RATES    FOR   ADVERTISEMENTS. 
Prospectnses  and  Company  Notices,  per  page  ... 

Half-page  Advertisement      

Quarter-page  Advertisement  

Trade  Notices,  per  inch      

Auction  Sales,  &c.,  per  line 

Partnerships,  Situations  vacant — 

Minimum  charge  for  33  words        

Per  line  afterwards        


£1 

I 


£s  o 

3    o 

o    5 

o    o 


Wheatley  Kirk,  Price  &  Co., 

(bstablishbd  1850) 

VALUERS,  AUCTIONEERS  ft  ARBITRATORS 

OF    EVERY    DESCRIPTION    OF 

WORM,  PLAHT,  MACHIHERT,  k  STOCK. 

FKRIODICAL    VALUATIONS   AT  SPKCIAL    RATM3 

ANNUAL     INSPKCTJONS      FOR     DEPRECIATION. 

SALES  OF  WORKS   BY   PRIVATE  TREATY. 

PARTNERSHIPS     IN     ENCINEERINO     PROFESSION     ARRANGED. 


46   Watling    Street,    London,  E.G. 

and    ALBERT    SQUARE     MANCHESTER. 
Tblbphonk  5,077  Bank.       Telbcrams— "INDICES,  LONDON.* 


Bstd.  1891. 


GUARDIAN 

ASSURANCE    COMPANY,    Limited. 

FIRE,     LIFE,     ACCIDENT, 

AND    BURGLARY    INSURANCE 


Total  Funds  over  £5,000,000. 


Head  Office  :—ll   LOMBARD  STREET,    LONDON. 
Law   Courts    Branch  :— 21    FLEET   STREET. 


XeaMttfl  articles* 


Qas  Companies  and  Depreciation. 


'PHE  question  raised  by  our  correspondent 
"  Enquirer,"  in  a  letter  which  appeared  in 
these  columns  under  the  above  heading  last 
week,  is  one  of  considerable  professional  interest. 
It  may  be,  of  course,  that  our  correspondent 
asks  this  question  bend  fide  with  a  desire  to 
obtain  information,  but,  on  the  other  hand,  it 
may  be  that,  having  ascertained  our  views,  he 
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will  proceed  to  apply  them  to  the  case  of  gas 
undertakings  owned  by  local  authorities  ;  but, 
however  that  may  be,  the  question  is  undeni- 
ably of  importance,  and  is  therefore,  we  think, 
well  worthy  of  consideration  upon  its  merits. 
The  Gas  Works  Clauses  Act,  1871,  prescribes  a 
statutory  form  of  accounts  for  all  companies  to 
which  that  Act  applies,  and  so  far  as  it  goes 
the  form  may  definitely  be  said  to  settle  the 
subject  in  its  legal  aspect.  Shortly  stated,  it 
provides  for  capital  expenditure  being  perma- 
nently maintained  at  cost  price ;  for  repairs, 
maintenance,  and  renewal  of  fixed  assets  being 
charged  against  revenue;  for  a  Depreciation 
Fund  being  created  in  respect  of  works  on 
leasehold  lands :  while  Section  31  of  the  Gas 
Works  Clauses  Act,  1847,  permits  the  creation 
of  a  Reserved  Fund  up  to  10  per  cent,  of  the 
nominal  capital,  such  Reserved  Fund  to  answer 
any  deficiency  which  may  at  any  time  happen 
in  the  amount  of  divisible  profits,  or  to  meet 
any  extraordinary  claim  or  demand  which  may 
at  any  time  arise  against  the  company. 

These  provisions,  taken  collectively  and  in 
conjunction  with  the  circumstance  that  the 
statutory  form  of  accounts  is  upon  the  Double- 
Account  System,  certainly  suggest  that  the 
intention  of  the  Legislature  was  that  no  direct 
provision  should  be  annually  made  for  depreci- 
ation, and  that  normally  the  cost  of  all  renewals 
should  be  charged  against  current  revenue,  but 
that  the  cost  of  extraordinary  renewals  should 
be  met  out  of  the  Reserved  Fund,  which  fund 
had  been  previously  accumulated  out  of  revenue. 
The  especial  circumstances  attaching  to  gas 
companies  are  such  that  the  principles  of  the 
Double-Account  System  would  be  unsuitable  if 
applied  in  their  entirety  without  any  modifica- 
tion whatever,  on  account  of  the  fact  that  the 
necessary  and  useful  expenditure  upon  renewals 


requisite  to  maintain  the  undertaking  in  a  state 
of  proper  efficiency  would  materially  vary  from 
year  to  year.  But  if  a  provision  amounting  to 
10  per  cent,  of  the  nominal  capital  (and  there- 
fore approximately  10  per  cent,  of  the  aggregate 
capital  expenditure)  has  once  been  $et  aside  out 
of  revenue  for  the  purpose  of  equalising  the 
expenditure  upon  extraordinary  renewals,  there 
can  be  little  doubt  that  such  provision  would  be 
ample  for  all  ordinary  contingencies,  and  that, 
therefore,  this  method  of  dealing  with  the 
problem,  if  not  strictly  scientific,  would  at  least 
have  the  merits  of  sufficiency  and  practical 
efficacy. 

That  a  provision  created  out  of  revenue  and 
so  designated  is  misnamed  a  Reserved  Fund 
goes,  of  course,  without  saying,  but  the  idea 
clearly  was  to  build  up  a  fund  represented  by 
investments  outside  the  undertaking  —  and, 
therefore,  capable  of  being  readily  realised — to 
serve  the  dual  purpose  of  equalising  expendi- 
ture upon  renewals  and  of  equalising  dividends. 
As  the  contributions  from  revenue  for  these 
purposes  are  in  any  event  not  made  upon  any 
scientific  basis,  no  very  useful  purpose  would 
be  served  by  building  up  two  distinct  funds 
and  allocating  one  to  each  service.  On  the 
contrary,  when  the  provision  is  made  un- 
scientifically and  upon  quite  broad  lines,  the 
balance  of  advantage  would  clearly  seem  to  be 
in  favour  of  avoiding  undue  restrictions  upon 
the  subsequent  expenditure  of  the  fund. 

It  must  not,  of  course,  be  overlooked  that  all 
this  is  upon  the  assumption  that  the  works 
have  been  erected  upon  freehold  land,  and 
that,  therefore,  wear  and  tear  and  possible 
obsolescence  are  the  only  factors  that  have 
to  be  taken  into  consideration.  In  the  com- 
paratively small  number  of  cases  where  the 
works  have  been  erected  upon  leasehold  land 
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the  Depreciation  Fund  is  compulsory,  and  it  is 
only  reasonable  to  assume  that  it  is  equally 
compulsory  that  it  should  be  adequate  to  build 
up  a  fund  equal  to  the  original  expenditure  by 
the  time  that  the  assets  which  represent  that 
expenditure  are  lost  to  the  company  owing  to 
the  expiration  of  the  lease. 

If   it  were  necessary  to  find  any  further 
argument  in  favour  of  the  all-round  suiBciency 
of  these  provisions  it  might,  we  think,  be  found 
in  a  due  consideration  of  the  interests  of  con- 
sumers.  These  consumers  are  entitled  to  what 
has  been  laid  down  as  their  fair  share  of  the 
benefit  arising  from  the  gradual  reduction  in 
the  cost  of  manufacture.      If,  however,  gas 
company  directors  were  left  free  to  make  what- 
ever provision  they  thought  necessary,  or  desir- 
able, for  depreciation  of  plant,  it  seems  not 
unreasonable  to  suppose  that  there  would,  at 
all  events  in  many  cases,  be  considerable  doubt 
as  to  whether  consumers  would  ever  receive 
the  benefit  of  the  sliding  scale;   hence  the 
practical  advantages  of  a  simple,  albeit  some- 
what unscientific,  system.    The  directors  are 
allowed  to  postpone  the  time  when  the  con- 
sumer  shall  benefit  from  economies  until  a 
Reserved  Fund  amounting  to  10  per  cent,  of 
the  nominal  capital  has  been  accumulated.    In 
so  &r  as  that  fund  represents  necessary  pro- 
vision  for  depreciation   it  is,  of  course,  not 
accumulated  out  of  divisible  profits,  but  the 
excess  of  the  fund  over  the  necessary  provision 
is  pure  reserved  profits.     It  would  not  be  prac- 
ticable to  devise  any  effective  system  for  clearly 
distinguishing  how  much  of  the  Reserved  Fund 
was  a  reserve  for  depreciation  and  how  much 
was  a  pure  Reserve  Fund ;  but  if  the  maximum 
amount  of  such  fund  is  fixed  at  10  per  cent,  the 
interests  of  consumers  cannot  be  indefinitely 
postponed ;  and  if ,  on  the  other  hand,  a  fund 


amounting  to  10  per  cent,  or  thereabouts  is 
maintained  upon  these  lines,  the  chances  of  any 
serious  difficulty  arising  owing  to  extraordinary 
renewals  in  any  one  year  become  too  remote  to 
call  for  serious  consideration.  Upon  the  whole, 
therefore,  it  must  be  admitted  that  the  statutory 
provisions  effect  a  reasonable  compromise  in 
the  interests  of  all  parties,  and  although  they 
do  not  provide  in  the  accounts  for  the  reduction 
of  the  value  of  the  plant  by  wear  and  tear,  it 
would  be  incorrect  to  say  that  they  make  no 
provision  for  depreciation. 


Municipal   Audits. 


TN  its  issue  of  the  2nd  inst.  our  contem- 
^  porary  The  Municipal  Journal  continues 
the  discussion  on  the  subject  of  Municipal 
Audits  as  follows: — 

The  real  difference  of  opinion  between  Tki 
Aecauntant  and  ourselves,  on  the  question  of  andit,  is 
not,  after  all,  very  great.  In  the  last  issue  the  editor 
again  returned  to  the  matter  by  making  the  following 
observations :  — 

'*  We,  of  course,  grant  that  what  our  contemporary 
describes  as  the  political  aspect  of  the  problem  is 
entirely  ouitside  the  scope  of  any  audit  properly 
so-called,  and  it  certainly  would  not  be  infringed 
upon  by  professional  auditors,  who  at  least  may  be 
relied  upon  to  know  what  an  audit  is  and  what  it 
is  not. 

If  any  scheme  of  financial  control  by  a  central 
body  is  to  be  formulated,  such  control  should 
certainly  not  be  exercised  through  professional 
auditors.  Our  point  is,  however,  that  before  any 
control  can  be  exercised,  or  even  any  criticism 
—favourable  or  otherwise— be  offered,  the  facts 
must  be  ascertained. 

A  professional  audit  would  reveal  those  facts, 
which  at  present  are  unfortunately  frequently 
obscure,  and  it  is  to  be  feared  not  infrequently 
intentionally  obscured." 

We  agree  that  the  function  of  an  auditor  is  to  ascer- 
tain facts,  but  we  do  not  agree  that  in  municipal 
finance  those  facts  are  even  sometinws'  intentionally 
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obscured.  This  is  on«  of  those  statements  frequently 
made  but  never  proved.  The  fact  that  it  is  made  at  all  ' 
shows  that  the  person  who  makes  it  declines  to  | 
impartially  consider  the  case  before  him.  Without 
discussing  the  question  of  whether  Municipal  Accounts  ' 
ought  to  be  audited  by  professional  or  by  departmental 
auditors — the  alternatives  are  not  exactly  described, 
but  they  express  the  distinctions  we  wish  to  make — we 
put  it  to  The  Accountant  that  the  interests  of  the  local 
authorities  and  of  the  auditors  fhemselves  are  best 
secured  by  explicitly  indicating  the  limits  of  the  audit 
before  it  is  undertaken.  We  say  that  auditors  should 
not  be  called  upon  to  express  opinions  concerning  the 
adequacy  or  inadequacy  of  sums  set  aside  for  purposes 
that  are  governed,  not  by  financial,  but  by  scientific 
and  engineering  considerations  of  which  they  have  no 
knowledge. 

We  are  glad  to  note  that  the  issue  is 
now  considerably  narrowed,  and  if  this  has 
been  brought  about  to  some  extent  by  a 
change  of  views  upon  the  part  of  our  con- 
temporary, that  is,  after  all,  not  a  very 
material  matter.  It  is  apparently  agreed 
that  the  object  of  an  Audit  (using  the  term 
in  its  proper  sense),  is  to  ascertain  the  facts, 
and  now  that  this  important  conclusion  has 
at  last  been  reached,  we  may  perhaps  be 
permitted  to  express  the  hope  that  it  will 
not  again  be  overlooked. 

With  regard  to  our  statement  that  it  is  to  be 
feared  that  the  facts  are  not  infrequently  inten- 
tionally obscured,  our  contemporary  dissents, 
and  declines  to  agree  that  such  a  condition  of 
affairs  exists  even  sometimes,  adding  "  This 
"is  one  of  those  statements  frequently  made, 
"  but  never  proved."  It  is  not  always  possible 
to  quote  chapter  and  verse  without  abuse 
of  professional  privilege,  but  we  can  at  once 
bring  to  mind  two  instances  in  which  the 
information  that  has  reached  us  came  from 
no  confidential  source,  and  which  can  there- 
fore be  cited  in  support  of  our  previous 
assertion.  The  Cardiff  Corporation  not  so 
very  long  ago  issued  printed  accounts  which 


purported  to  have  been  certified  by  Mr.  Oswald 
Coleman,  F.C.A.,  one  of  the  elective  auditors, 
notwithstanding  the  fact  that  that  gentleman 
had  not  been  allowed  by  the  Corporation's 
officials  to  complete  his  audit.  The  second 
case  that  we  call  to  mind  relates  to  the 
Shoreditch  District  Council,  which  first  of 
all  submitted  its  accounts  for  audit  in  one 
form,  and  then,  finding  that  if  the  accounts 
so  rendered  were  correct  they  were  liable  to 
a  surcharge,  withdrew  the  accounts  altogether, 
and  substituted  amended  accounts  in  their 
place.  It  is,  of  course,  obvious  that  both 
sets  of  accounts  could  not  have  been  correct. 

It  would  not  be  difficult  to  multiply  in- 
stances, but  we  know  of  no  useful  purpose 
that  would  be  served  by  so  doing,  in  that 
we  do  not  seek  to  suggest  that  such  a  state 
of  affairs  is  to  be  regarded  as  typical  of 
municipal  accounts  and  finance;  while,  of 
course,  in  the  majority  of  cases  it  is  only  a 
very  limited  number  of  the  Councillors  who 
know  anything  about  the  position  either  one 
way  or  the  other.  Our  point  is  that  local 
authorities  have  made  out  no  case  for 
exceptional  treatment,  and  that  it  would 
certainly  be  no  more  business  like  to  assume 
that  their  accounts  were  correct  without 
audit  than  to  make  a  similar  assumption  in 
connection  with  the  accounts  of  other  under- 
takings; and  for  this  purpose  we  regard  all 
accounts  which  have  not  been  professionally 
audited  as  prima  facie  unverified. 

Our  contemporary  goes  on  to  suggest  that 
auditors  should  not  be  called  upon  to  express 
opinions  concerning  the  adequacy  or  inadequacy 
of  sums  set  aside  for  purposes  that  are  governed 
not  by  financial,  but  by  scientific  and  engineer- 
ing considerations  of  which  they  have  no 
knowledge — that  isgiteedPSyCeiat  contemporary 
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wishes  it   to  be  clearly  understood  from  the 
outset  that  it  is  no  part  of  an  audit  to  express 
an  opinion  as  to  the  sufficiency  or  otherwise  of 
provision    for    depreciation.       In     the    great 
majority  of  cases  we  are  inclined  to  agree  in 
general   terms,   but,   of   course,  our  contem- 
porary does  not  expect  us  to  adipit  that  there 
are  no  professional  accountants  who  are  com- 
petent to  express  a  useful   opinion  upon  the 
subject.     We  have,  however,  always  expressed 
the  view  that  it  is  no  part   of  an   auditor's 
duty,  as  such,   to    assume    responsibility  for 
depreciation  provisions.      If   those    who    are 
primarily   responsible   have    made  what   they 
consider  to  be  an  adequate  provision  for  depre- 
ciation, it  is,  we  think,  not  for  the  auditor  to 
interfere,  except,  perhaps,  for  the  purpose  of 
seeing  that  the  facts  are  clearly  shown  upon 
the  face  of  the  accounts.     If,  however,  no  pro- 
vision whatever  is  being  made  for  depreciation, 
it  is  certainly  desirable,  to  avoid  any  possibility 
of  misunderstanding,  that  attention  should  be 
drawn  to   the  fact ;  and  those  who  have  the 
courage  of  their  convictions  and  state  that  no 
provision  for  depreciation  is  necessary  cannot 
very  well  object  to  this  point  of  view. 

It  is  satisfactory  to  note  that  there  appears 
to  be  at  the  present  time  a  much  more  healthy 
tone  on  the  part  of  local  authorities  with 
regard  to  the  importance  of  these  matters.  At 
one  time  local  authorities  resented  all  outside 
criticism,  and  their  officials  were  at  least 
equally  sensitive.  Of  late,  however,  a  better 
condition  of  affairs  would  appear  to  have 
grown  up,  and  this  is  evidenced  inter  alia  by  the 
change  of  view  of  those  of  our  contemporaries 
which  chiefly  concern  themselves  with  local  j 
government  matters. 


Meeftlp  •Rotes. 


Peniioni  for  ^^^®  years  ago,  when  the  Pennsylvania 
imerican  Railway  Railroad  Company  decided  on  estab- 
Employees.  Jisbing  an  old-age  pension  scheme  for 
operatives  too  old  to  work,  railway  officials  held  up  their 
hands  in  horror  at  so  revolutionary  a  proposal.  Now, 
the  idea  is  being  taken  up  all  over  the  country,  and  it 
seems  safe  to  predict  that  at  the  end  of  the  decade  all  the 
big  companies  will  have  a  proper  system  of  pensions  on 
the  lines  of  a  Government  department.  The  usual  plan, 
we  are  told,  is  that  of  an  allowance,  to  every  employee 
at  the  age  of  70,  of  i  per  cent,  for  each  year  of  service, 
based  upon  the  average  monthly  pay  received  for  the 
ten  preceding  years.  Thus,  if  an  employee  who  has 
been  forty  years  in  the  service  has  averaged  100  dols. 
a  month  for  the  last  ten  years  he  will  have  a  pension  of 
40  dols.  a  month.  The  experiment  is  said  to  have 
worked  well  and  without  noticeably  impoverishing  the 
railroads,  upon  the  latter  point,  however,  it  is  far  too 
early  to  speak  as  yet. 


Direotors*         ^^  the   case   of    Boschoek    Proprietary 
Quaiiflcatlon.       Company,    Urn.  v.   Fuke   Mr.    Justice 
Swinfen-Eady  made  a  neat  point  which  should  be  care- 
fully noted.     Part  of  the  case  dealt  with  the  question  of 
a  director's    qualification,    which,    according    to    the 
articles,  was  the  holding  of  250  shares  in  his  own  right. 
Mr.  Fuke  was  appointed  liquidator  of  a  company  which 
held  a  large  number  of  shares  in  the  plaintiff  company, 
500  of  which  were  transferred  to  the  defendant  in  his 
capacity  as  liquidator,  and  he  was  thus  entered  on  the 
register.    The  Judge  held  that  he  was    not  thereby 
qualified  as  a  director  for  two  reasons : — 
(i)  Because  he  did  not  hold  the  shares  in  his  own 
.   right,  but  in  the  right  of  the  company  of  which  he 
was  liquidator. 
(2)  Because    "  holding    shares    in    his    own  right " 
implies  that  the  company  could  safely  deal  with 
him  in  respect  of  thein,  whereas  the  plaintiff  com- 
pany, having  notice  by  their  own  register  that  the 
shares  belonged  to  the  liquidating  company,  could 
not  have  dealt  with  Mr.  Fuke  as  the  owner  of 
them. 
A  contemporary  points  out  that  had  Mr,  Fuke  been 
registered  simply  under  his  own  name,  it  would,  of 
course,  have  been  immaterial  whether  other  persons 
were  interested  in  them  or  not,  and  the  quaUfication 
would  have  been  a  good  one.   Other  points Jpjtte  same 
case  were  Digitized  by^ 
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(i)  Apart  from  a  special  provision  in  the  articles, 
directors  are  not  entitled  to  their  fees  free  of 
income-tax. 

(2)  Where  a  managing  director  has  been  appointed 
at  a  salary  in  excess  of  the  maximum  fixed  by  the 
articles,  the  company  cannot  ratify  the  contraven- 
tion of  the  article  without  first  altering  it  by  special 
resolution. 

(3)  It  was  argued,  though  not  decided,  that  the  offices 
of  director  and  secretary  cannot  legally  be  con- 
fined to  one  person. 


1  Hint  to 
B«er«tarl«s. 


A  correspondent  of  a  financial  contem- 
porary suggests  that  where  an  account 
stands  in  several  names,  a  copy  of  the  report  should 
be  sent  to  each  person  and  not  merely  to  the  first- 
named  on  the  register.  He  adds  that  in  the  case  of 
trusts,  when  the  address  of  the  beneficiary  is  known, 
as  it  frequently  is  by  dividends  being  sent  direct,  he 
should  also  receive  the  reports.  Secretaries  might 
retort  that  by  so  doing  they  might  be  recognising  a 
trust  contrary  to  their  regulations,  but  perhaps  that 
difficulty  might  be  overcome. 


k  Point  In  Com-  It  seems  by  no  means  an  uncommon 
pany  Liquidation,  practice  for  purchasers  from  a  com- 
pany in  liquidation  to  neglect  to  obtain  a  proper  con- 
veyance from  the  company  before  its  dissolution.  In 
In  re  No,  9  Bontore  Road  the  neglect  in  question 
concerned  a  lease,  no  assignment  of  which  had  been 
executed  to  the  purchasers.  A  petition  was  therefore 
presented  asking  for  a  declaration  that  the  old  com- 
pany at  the  date  of  its  dissolution  was  a  trustee  of  the 
leasehold  premises  for  the  new  company ;  that  a  named 
person  should  be  appointed  trustee  in  place  of  the  old 
company ;  and  that  a  vesting  order  should  be  made  in 
favour  of  the  new  trustee.  Mr.  Justice  Warrington 
granted  the  application. 


Profltiof  the 
Bank  of  Franco. 


The  accounts  of  the  Bank  of  France 
for  1905  exhibit  a  profit  of  over  40} 
million  francs,  against  42!  millions  in  1904.  Including 
the  balance  forward,  the  surplus  for  last  year  is  given 
at  52i  million  francs.  The  share  of  the  State  is  7*30 
million  francs,  as  compared  with  7*59  millions  in  the 
previous  year,  and  a  dividend  of  130  francs  per  share 
^^  announced.    The  metal  reserve  at  the  end  of  2905 


was  3,935  millions  (2,864  millions  gold),  as  against 
3,749  millions  for  the  preceding  period,  and  the  highest 
note  circulation  attained  was  4,665  millions,  the  average 
for  the  year  being  4,408  millions. 


Last  week's  issue  of  The  Mining  Journal 
Companies  In      contained     Mr.    Edward    Ashmead's 
^•w,  annual  review  of  mining  registrations, 

and  it  is  interesting  to  note  that  while  in  1905  no  new 
mining  field  was  brought  to  light,  the  number  of  actual 
registrations  was  greater  than  in  the  previous  period. 
The  following  is  a  retrospect  of  the  five  years  ended 
1905:— 

Companies  Nominal  Capital 

1901  ..  519  ••  /46.376|289 

1902  ..  417  ..  43.144,460 

1903  ..  430  ..  41,376,052 

1904  ..  328  ..  26,948.130 

1905  .•  368  ..  31.427.573 

The  analysis  of  the  1905  figures  is  as  follows : — 

Com-         Nominal 
panics         Capital 

Great  Britain  ^including  coal)  104  /3,478,8o8 
Our  Colonies  oc  Dependencies  126  18.375,433 
Foreign  Countries  «  United  States  138         9.573.332 

368       31,427.573 

We  also  note  that,  although  prospectusless  companies 
showed  up  strongly  during  the  year,  the  number  of 
Guernsey  registrations  fell  from  seventeen,  with 
;f 3,250,000  capital,  to  twelve,  with  jf*!, 840,000. 


lev  Iisnei  In 
January. 


The  following  table  shows  the    new 
issues   of   capital    in   January     1906, 

contrasted  with  the  figures  for  the  last  month  of  the 

old  year : — 


January  1906 

December  Z905 

Description 

No.  of 
New 

Issues 

Share  and 
Dcb.Cp'tl 
or  amount 
of  Loi^is 

No.  of 
New 
Issues 

Share  and 
Deb.Cp'U 
or  amount 
of  Loans 

Public  Loans          

Financial        

Commercial    and    Miscellaneous 
New  Issues  by  existing  companies 
Mining           

6 
7 

£ 

1.426,000 

a.349.300 
573.700 

16 

£ 

1,750.000 

350.000 

970.000 

i.799.5;o 
2,406.000 

Total           

26 

4,349,000 

33 

6.275.370 

It  is  interesting  to  note  the  entire  absence  of  public 
loans  and  of  appeals  by  financial  institutions ;  and  even 
the  slight  increase  in  the  Commercial  and  Miscellaneous 
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will  be  welcome  to  those  who  watch  and  wait  for  the 
Iv)om  that  is  always  "  coining,"  but  which  never  seems 
to  arrive. 


serviceable  to  the  community,  and  at  the  same  time 
less  embarrassing  to  those  who  take  the  more  normal 
view  that,  having  earned  fees,  they  are  entitled  to 
retain  them. 


Umlted  Following  closely  upon  the  heels  of 

Compaiiiu  And 
the  Pablieation     ^^^  recent  agitation  in  the  press  against 

of  icconnu.      the  practice  of  not  publishing  Reports 

and  Balance  Sheets  adopted  by  certain  companies,  in 

which  the  bulk,  or  the  whole,  of  the  share  capital  is  I 

held    privately  and  only  the  debenture  issues  held  i 

by  the   public,  it    is   announced  that  Messrs.   Bass,  i 

Ratcliff  &   Gretton,   Lim.,  have  decided  to  issue  in  i 

future  an  annual  statement  of  accounts,  and  that  the  , 

first  will  appear  in  August  next  embracing  the  financial 

year  to  30th  June.     Now  that  the  pioneer  brewery  has 

given  way  it  is  not  expected  that  the  others  will  hold 

out  much  longer.  , 


liMeiailoDi  of  The  recent  advertisement  of  the  Society 
Aoeeimtants.  of  Accountants  and  Auditors  warning 
the  public  that  certain  persons  styling  themselves 
Incorporated  Accountants  were  not  members  of  that 
body  has  been  followed  by  one  issued  by  a  body  styled 
the  Central  Association  of  Accountants,  stating  that 
this  warning  does  not  refer  to  its  members,  whose 
designation  is,  and  has  been,  "Associated  Accountants." 
This  is  a  customary  way  of  advertising  the  existence  of 
a  concern  which  might  otherwise  be  overlooked. 


sir  Edward  Pry  Sir  Edward  Fry,  one  of  the  Arbitrators 
Water  Board  ^^^^^  t^e  Metropolis  Water  Act, 
ArbltratioB.  1902,  has  forwarded  a  cheque  for 
jf3,o8i  IDS.  4d.  to  the  Water  Board,  as  repre- 
senting a  proportion  of  his  arbitrator's  fee  of 
/'SfOoo  which  he  does  not  desire  to  retain.  Sir 
Edward  has  also  paid  the  sum  of  ;£'25o  to  the 
Institntion  of  Mechanical  Engineers  in  recognition 
of  their  courtesy  while  the  arbitrators  were  sitting  in 
their  bnilding.  Sir  Edward  is  in  receipt  of  a  pension  of 
;C3i5<x>per  annum  as  a  retired  Lord  Justice,  and  it  may 
well  be  that  under  these  circumstances  he  feels  that 
he  cannot  very  well  draw  his  pension  and  engage 
upon  other  judicial  work  at  the  same  time,  but  it  is  not 
everybody  who  is  so  fortunately  situated,  and  com- 
parisons in  such  cases  become  inevitable.  We  think 
that  those  who  accept  positions  to  which  emoluments 
attach,  should  accept  the  emoluments  along  with  the 
appointment.  If  they  do  not  care  to  retain  the  money 
after  they  have  earned  it,  there  are  many  other  ways 
of  getting  rid  of   surplus  funds  which    are   equally 


.  The  Municipal  Trading  Committee  of 

L.O.B.  iccoiinti  the  London  Chamber  of  Commerce  has 
Committee.  passed  a  resolution  to  the  effect  that  as 
the  Departmental  Committee  recently  appointed  by  the 
Local  Government  Board  in  municipal  accounts  does 
not  conform  to  the  recommendations  of  the  Joint  Com- 
mittee of  1903,  its  decisions  cannot  command  the 
confidence  of  the  commercial  community.  There  seems 
to  be  somewhat  of  a  gap  between  the  conclusion  and 
the  premises  which  will  probably  prevent  this  resolution 
from  being  received  with  the  unbounded  confidence  of 
the  aforesaid  commercial  community.  As  we  pointed  out 
in  a  recent  issue,  we  do  not  ourselves  feel  very  enthusi- 
astic about  the  matter,  but  we  think  it  only  fair  to  await 
the  Committee's  report  before  expressing  any  opinion 
with  regard  to  it,  one  way  or  the  other.  In  the 
meantime,  however,  if  any  of  our  better-informed  con- 
temporaries—say, for  instance  The  Municipal  Journal — 
can  tell  us  exactly  who  all  the  members  of  this  Com- 
mittee are,  a  certain  amount  of  mystery  would  be 
cleared  up.  Our  contemporary,  in  its  last  issue,  gave  a 
precise  history  of  the  attainments  of  all  the  members  of 
the  Municipal  Trading  Committee  of  the  London 
Chamber  of  Commerce,  but  at  the  present  moment 
similar  information  concerning  the  Departmental  Com- 
mittee would,  we  cannot  help  thinking,  be  of  far  greater 
public  interest. 


Form  of  1°  reply  to  "  Country  Practitioner," 
Balance  Bheets.  whose  letter  under  the  above  heading 
appeared  in  our  issue  of  the  27th  ult.,  we  should  be 
inclined  to  say  that  neither  method  of  stating  deben- 
tures in  a  company's  Balance  Sheet  was  incorrect,  and 
it  is,  of  course,  possible  to  clearly  state  the  facts  which- 
ever method  be  employed.  What  is,  we  think,  really 
important,  is  that  by  the  time  the  debentures  mature 
the  discount  shall  have  been  written  oif  against  profits. 
While,  however,  the  debentures  are  only  repayable  at 
some  more  or  less  remote  future  date,  there  is  no 
especial  reason  that  they  should  be  stated  in  the 
Balance  Sheet  at  the  full  face  value  that  will  have  to 
be  payable.  Probably,  however,  the  best  argument 
in  favour  of  deducting  the  discount  ffom  the  liabilities* 


168 


THE    ACCOUNTANT 


February  lo,  1906. 


side  of  the  Balance  Sheet  is  the  essentially  unsatisfac- 
tory nature  of  this  item  when  regarded  from  the  point 
of  view  of  an  asset. 


The  Undon  City  ^*  *^®  recent  meeting  of  the  London 
and  mdlaiid  City  and  Midland  Bank,  Lim.,  some 
,  Um.  remarkable  figures  were  given  showing 
the  progress  made  during  the  past  quarter  of  a  century. 
The  paid-up  capital  of  the  company  has  increased  from 
three  hundred  thousand  pounds  to  three  million 
pounds,  the  surplus  assets  from  two  hundred  and  ten 
thousand  pounds  to  three  millions,  the  deposits  from 
two  million  pounds  to  fifty  and  a  quarter  millions,  and 
the  number  of  branches  from  three  to  upwards  of  three 
hundred.  It  may  be  mentioned  that  during  the  whole 
of  this  period  the  present  chairman  has  been  a  member 
of  the  board. 


AoeoiiBtaiiti  A  provincial  correspondent  forwards  us 
ToaUii^.  a  circular,  recently  issued  by  a  member 
of  the  Institute,  announcing  that  he  has  opened  branch 
offices  at  Cardiff  for  the  convenience  of  his  clients  in 
South  Wales.  On  the  fly-leaf  of  the  circular  is  a 
portrait  of  the  member  in  question,  and  certain 
information  with  regard  to  him  which  is,  doubtless, 
already  well  known  to  his  clients.  The  question  that 
at  once  suggests  itself  is  as  to  why  it  should  be  thought 
necessary  to  advise  strangers  of  what  has  been  done 
for  the  convenience  of  one's  clients.  It  is  generally 
understood  that  any  form  of  advertising  upon  the  part 
ot  a  Chartered  Accountant  is  unprofessional,  and  the 
particular  means  employed  in  this  particular  instance 
are  certainly  no  exception  to  the  rule.  From  other 
sources  we  have  received  copies  of  the  usual  touting 
circulars  sent  to  traders  in  financial  difficulties.  These 
present  no  very  novel  features,  but  they  show  that  the 
abuse  of  the  accountant  who  masquerades  as  a  trade 
protection  society  has  not  yet  been  stamped  out. 


DMds  of  ^^  ^^  ^^  ^®  ^®  aware  the  question 
kuignmukt  and  asked  by  our  correspondent  "  F.  M.'* 
Tratt  Honeys.  ^^^^  week  raises  a  new  point.  Doubt- 
less, however,  the  ordinary  rules  may  be  applied. 
Trust  property  which  is  capable  of  being  traced  and 
identified  may  be  claimed  by  or  on  behalf  of  the  true 
owner,  notwithstanding  the  bankruptcy  of  (he  trustee ; 
hot,  if  the  trust  property  consists  of  money  which  has 


been  mixed  with  other  moneys  belonging  to  the  bank- 
rupt, the  tracing  thereof  would  soon  become  a  difficult 
if  not  an  impossible  task.  With  regard  to  deeds  of 
assignment,  it  may,  we  think,  be  taken  that  whatever 
remedies  a  creditor  would  have  had  in  bankruptcy  he 
can  in  practice  secure  under  a  deed  of  assignment  if 
he  is  sufficiently  circumspect  not  to  lose  his  right  to 
petition  in  bankruptcy  in  case  of  disagreement.  A 
further  question  which  might  perhaps  be  raised,  and 
would  certainly  be  worth  considering  in  a  last  resort,  is 
as  to  whether  the  assignment  by  a  debtor  of  property 
that  does  not  belong  to  him  is  not  absolutely  void. 
Perhaps  some  of  our  readers  will  let  us  know  what 
they  think  with  regard  to  the  whole  matter  ? 


''Aooonnt 
Payee." 


The  point  to  which  Mr.  L.  W.  Hawkins, 
A.C.A.,  directsd  attention  in  our  last 
issue  is  one  that  is  well  worth  bearing  in  mind, 
as,  of  course,  nothing  can  be  more  misleading  than  a 
precaution  which  does  not  protect.  The  words 
'*  Account  Payee "  are,  for  all  practical  purposes, 
valueless  on  the  face  of  a  cheque,  and  indeed,  speaking 
in  general  terms,  nothing  can  take  away  from  the 
negotiability  of  a  cheque  save  the  words  "  Not 
Negotiable."  If  these  words  be  added,  we  think  no 
need  exists  to  indicate  the  individual  account  through 
which  a  cheque  must  be  cleared. 


Allen  A  legal  correspondent  of  The  Financial 

Corporations.  Times  very  properly  draws  attention, 
in  the  course  of  a  long  and  extremely  interesting 
article,  to  the  position  of  foreign  companies  in  England. 
We  have  so  long  prided  ourselves  on  the  high  esteem 
in  which  the  liberty  of  the  subject  is  held  that  we  have 
now  to  face  some  very  curious  situations.  Foreign 
firms,  companies,  and  corporations  are  free  to  set  up  in 
business  here  absolutely  unhampered,  unlicensed,  and 
untrammelled,  so  full  are  we  of  that  blessed  phrase 
"  comity  of  nations."  Yet,  as  our  contemporary's 
correspondent  points  out,  "  It  is  contrary  to  the  comity 
**  of  nations  for  the  King's  writ  to  be  served  on  a 
"  German  in  Berlin,  according  to  the  view  of  the 
"  English  Courts,  but  it  is  not  a  breach  of  that  principle 
"  for  the  Kaiser's  writ  to  be  served  on  an  Englishman 
*'  in  London  from  the  German  point  of  view,  and 
*'  apparently  from  the  English  point  of  view  too,  or  why 

"  do  they  allow  it  ? "      Our  readQrs>  wUl  doubtless 
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remember  that  our  Compaoies  Acts,  with  one 
exception,  do  not  apply  to  foreign  corporations  at  all. 
The  exception  itself  is  rather  a  farce,  for  although 
(1862  Act)  the  Court  may  order  the  winding-up  of 
a  foreign  company  trading  in  this  country,  and 
having  assets  as  well  as  liabilities  here,  it  cannot 
dissolve  the  concern,  for  there  seems  to  be  no  jurisdic- 
tion to  cover  any  such  decree  with  regard  to  a  foreign 
corporation.  Furthermore,  it  is  pointed  out  that  the 
power  mentioned  is  expressly  limited  to  cases  where 
there  are  more  than  seven  members,  and  what  will 
happen  when  the  English  Courts  are  asked  to  order 
the  winding-up  of  a  foreign  corporation  having  only 
seven  or  less  than  seven  members,  goodness  only 
knows  !  Since  alien  corporations  may  carry  on  busi- 
ness in  this  country  without  troubling  about  our  Com- 
panies Acts,  and  such  mundane  matters  as  the 
registration  of  capital,  debentures,  directors,  mort- 
gages, &c.  &c.,  it  is  obvious  that  they  are  permitted  to 
trade  in  competition  with  English  concerns  on  terms 
very  advantageous  to  themselves.  Presumably,  most 
of  our  regulations  affecting  companies  enjoying  limited 
liability  were  made  with  a  view  to  the  protection  of  the 
public,  yet  we  permit  these  aliens  in  our  midst  without 
even  the  slightest  thought  for  the  public  interest.  It  is 
so  delightfully  typical  of  our  insular  muddie-headed- 
ness.  To  take  only  one  instance  of  the  incongruity  of 
the  case.  An  English  company  is  OQly  allowed  to  trade 
under  its  registered  name,  whereas  a  foreign  corpora- 
tion, we  are  told,  may  trade  in  its  corporate  name  or  in 
"the  name  it  has  acquired  by  reputation.'*  Seeing, 
therefore,  that  a  name  can  only  be  acquired  by  reputa- 
tion following  user,  a  foreign  corporation  may  trade  in 
different  places  under  different  names  and  so  acquire  a 
reputation  for  them  all  1  If  we  boasted  less  about 
liberty  and  freedom  and  applied  those  said  estimable 
qualities  all  round  we  should  be  deserving  better  of 
the  historians,  and  we  cannot  but  think  that  herein  the 
new  lawmakers  have  a  much -needed  reform  clamour- 
ing for  attention. 


Cnrtent  Xaw« 


Bankruptcies  and  Insolvencies. 
In  n  H.  R.  Jones ;  ex  parte  The  Guardians 

of  the  Wandsworth  Union.  K.B.D. 

Held,  reversing  decision  of   Wandsworth    County 
Court  Judge,  that  an  application  by  a  creditor  that 


certain  proofs  admitted  for  voting  purposes  be  expunged 
and  a  new  first  meeting  of  creditors  called  ought  to  be 
heard  on  its  merits.  The  estate  having  been  transferred 
to  the  High  Court,  the  application  was  remitted  to  the 
Judge  in  bankruptcy.— (Ttww,  Feb.  7.) 


Receiverships. 

In  re  British  Power  Traction  and  Lighting  Company, 
Lim,;  Halifax  Joint  Stock  Banking  Company,  Lim, 
V.  T,he  Company, 

Warrington^  J. 

This  case  raised  an  important  question  of  principle 
as  to  the  right  of  a  receiver  and  manager  appointed  in 
a  debenture-holders'  action  to  be  indemnified  out  of  the 
assets  of  the  company  in  respect  of  debts>  and  liabilities 
incurred  by  him  in  excess  of  the  amount  which  he  had 
been  authorised  to  borrow  on  the  security  of  such 
assets.  The  full  report  should  be  read.— (TtJuw, 
Feb.  7.) 


Cotrespondence  an&  Enqnirfes^ 


Ail  commnnlcatioos  to  th«  Bditor  jhonld  h9 
by  letter  only. 


[We  are  ai  all  times  ready  to  insert  correspondence  on 
wMtters  of  interest  to  the  Profession,  but  we  do  not  of  course 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wedneeday 
afternoon;   and  must  in  all  cases  be  accompanied  by  the 


name  and  address  of  correspondents,   not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faith.} 


locome  Tax. 

(To  the  Editor  of  The  Accountant.) 
Sir, — ^John  Brown,  living  in  a  distant  town,  was  the 
proprietor  of  the  business  of  a  wholesale  and  retail 
dealer,  and  appointed  one  of  his  sons  as  manager,  pay- 
ing him  a  salary  for  the  year — 

^^    ^  r,       )  for  which  he  was  assessed  under 

1903  of  £200  '-       o  u  J  1    T^ 

^  Z-       I      Schedule  D, 

1904  of  ;f250  j 

with  no  other  benefits,  with  a  resulting  balance  in 
favour  of  the  proprietor  o^--.^.^^^  ^^  GoOgk 
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upon  which  income-tax 
was  paid  under  Sche- 
dule D. 


/■300  for  the  first  year      \ 
;f  280  for  the  second  year  I 
/■240  for  the  third  year    ) 
John  Brown  dies. 

John  Brown,  Junr,,  the  manager,  acquires  the  busi- 
ness by  purchase  from  the  executors. 

He  commences  to  work  it  on  his  own  account  on  the 
ist  January  1905,  his  first  trading  year  expiring  on  the 
31st  December  1905. 

The  Surveyor  sought  to  assess  him  for  the  year  1905- 
1906  upon  the  average  for  the  preceding  three  years 
ending  December  1904,  adding  the  salary  which  he  was 
paid  to  the  profits  for  each  year. 

To  this  John  Brown,  Junr.,  demurred,  and  a  sugges- 
tion was  made  by  him  that  the  stock  should  be  taken 
and  a  Profit  and  Loss  Account  prepared  for  the  year 
1905,  to  which  the  Surveyor  assented. 

This  was  done  with  a  resulting  profit  of  ;f350. 

The  Surveyor,  finding  the  profit  for  1905  to  be  less 
than  the  average  of  the  combined  profit  and  manager's 
salary  for  the  three  years  1902-3-4,  seeks  to  assess  on 
the  average  of  the  three  years  1903-4.5,  including  in 
the  1903-4  years  the  manager's  salary,  thus :— 


Profit,  1903    ... 
Salary 

...    £280 
200 

Profit,  1904    ... 
Salary 

240 
250 

A80 

Profit,  1905   ... 



490 
350 

3)1320 
/■440 

John  Brown,  Junr.,  claims  to  be  assessed  thus  :— 
On  Profit,  1902      ;f3oo    o    o 


1903  ... 

1904  ... 

280    0    0 
240     0     0 

3)820    0    0 

;f273    6    8 

or,  in  the  alternative,  on  his  actual  ascertained  profit 
of  ;f350. 

Is  the  Surveyor  right  in  demanding  that  the  salary 
he  manager  should  be  added  to  the  profit  of  the 


former  years  and  that  the  assessment  should  be  on 

/■440? 

Yours  truly, 

JUSTICE. 


Colliery  Shortworklngtf. 

(To  the  Editor  of  The  Accountant.) 

Sir, — With  regard  to  your  article  under  the  above 
heading  in  your  issue  of  3rd  instant,  may  I  be  allowed 
to  express  the  opinion  that  the  noticeable  absence  of 
correspondence  in  response  to  "  Tonnage  Rent's  "  first 
letter,  is  due  to  the  question  being  one  that  presents 
no  difficulty  whatever  to  the  average  accountant's 
min4.  As  stated  by  you,  the  practice  is  to  "  carry 
"  forward  any  proportion  of  the  minimum  rent  which  is 
"  redeemable  out  of  future  workings,  provided  there  is 
"  a  fair  prospect  that  it  will  be  so  redeemed." 

As  a  matter  of  fact,  in  practice  ample  margin  is 
provided  for  redemption,  for  at  the  outset  the  minimum 
rent — sometimes  named  •*  dead  rent  " — is  carefully 
computed  upon  a  fraction  of  what  the  workings  will 
ultimately  be. 

I  am  quite  within  actual  working  figures  in  stating 
that  the  overworkings,  when  fiilly  developed,  should 
range  between  five  and  ten  times  the  amount  of 
minimum  rent  payable. 

I  hope  "Tonnage  Rent"  will  clearly  grasp  the  signifi- 
cance of  this  proportion,  because  a  colliery's  output  is 
never  based  upon  the  minimum  rent  tonnages,  and  it 
follows  that  if  the  workings  do  not  go  far  beyond  the 
minimum  of  the  leases  in  operation,  the  chances  are 
there  will  be  no  profits  to  take  such  rent  out  of. 

Generally  a  colliery  has  several  leases  of  mining 
rights,  and  the  question  of  providing  a  Reserve  is  one 
which  certainly  comes  under  consideration  where  there 
are  any  doubts  of  the  ultimate  working  of  the  area 
covered  by  one  of  its  leases  in  the  prescribed  time, 
or  where,  having  entered  upon  the  workings,  they  are 
only  partially  worked  or  abandoned,  either  because  of 
unforeseen  difficulties  or  the  main  source  of  supply 
remaining  sufficient.  These  are  contingencies  which 
should  be  provided  for,  but  with  "Tonnage  Rent's" 
contention  that  profits  should  be  systematically 
disturbed  with  "Reserve"  or  "written  off"  charges 
upon  healthy  minimum  rents,  I  cannot  agree. 

In  his  latest  letter  he  flaunts  an  assertion  in  effect 
that  a  "  simple  payment  in  advance  "  should  be  dealt 
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with  as  a  liability,  and  come  off  the  present  shareholder's 
dividend  instead  of  out  of  the  cash  of  the  company,  one 
of  the  very  purposes  of  the  creation  of  which  was  "To 
"  purchase,  lease,  or  otherwise  acquire  mines,  quarries, 
'*  mining  ground  .  .  .  concessions,  rights,  &c.*' 
Such  a  course  is  not  accountancy. 

I  am,  Sir,  yours  truly, 

DEAD    RENT. 


(To  the  Editor  of  The  Accountant.) 
Sir, — Your  footnote  to  my  letter  in  your  last  issue 
intimates  that  the  actual  profits  would  be  concealed  if 
my  suggestion  was  adopted  ;  there  would,  however,  be 
no  concealment  if  shown  thus : — 

Profit  (after  debiting  tonnage  rent  only)  £  : 

hcss  Reserve  against  short  workings    .„  £ 


This  method  would  reserve  a  corresponding  amount  of 
profit  to  the  shortworkings  until  such  year  as  they  are 
worked  off,  and  it  is  only  when  worked  off  that  such 
profit  can  be  truly  said  to  be  earned.  My  views  are 
not  to  prepare  the  Revenue  Account  upon  a  cash  basis, 
as  you  say,  but  to  deal  with  an  item  of  a  special  nature 
in  a  special  manner  ;  a  book  debt  is  not  cash,  but  it  is  a 
definite  sum  owing  by  a  certain  individual  from  whom 
it  can  be  collected :  shortworkings  carried  forward 
cannot  be  collected  from  any  outsider,  but  only  from 
the  company  itself  out  of  its  own  profits  earned  in  the 
future — therefore  it  seems  a  very  reasonable  view  to 
wait  until  that  time  before  dividing  the  amount,  at  any 
rate,  even  you  must  admit  that  it  would  be  prudent  to 
do  so. 

You  say  it  is  the  established  custom  to  carry  forward 
the  **  shorts,"  but  I  can  name  at  the  moment  nearly  a 
dozen  companies  that  regularly  keep  a  reserve  each 
year  in  their  Balance  Sheets  against  such  "shorts," 
and  the  object  of  my  original  letter  on  the  subject  was 
to  ascertain  if  other  accountants  also  found  such 
Reserves  in  their  experience. 

Your  article,  whilst  supporting  the  old  principle  (with 
which,  by  the  way,  I  am  perfectly  familiar),  puts 
forward  so  many  points  on  the  other  side  that  it  almost 
supports  the  suggested  new  treatment  more  than  the 
old.  For  instance,  you  say  (i)  "  one  should  be  satisfied 
^  that  there  is  every  reasonable  probability  that  they 
**  ^the  shortworkings)  have  a  definite  realisable  value 


"  equal  to  the  amount  brought  forward  "  ;  (2)  "  there 
"can  be  no  permanent  value  in  shortworkings";  (3) 
"  provided  only  that  events  prove  them  capable  of 
"redemption";  (4)  "it  may  be  extremely  difficult  to 
"  express  any  very  certain  opinion  upon  their  value  " ; 
(5)  "  in  case  of  doubt  clearly  the  only  prudent  course  is 
"to  be  on  the  safe  side  and  charge  them  against 
"  Revenue  " ;  (6)  "we  agree  as  to  the  expediency  of  not 
"  dividing  up  to  the  hilt." 

These  remarks  show  that  there  is  always  some  doubt, 
and  perhaps  considerable  doubt,  as  to  the  value  of  the 
asset  mentioned,  and,  moreover,  its  value  can  only  be 
proved  by  after  events,  why  not,  therefore,  always  be 
on  the  safe  side  and  keep  a  Reserve  as  suggested.  If 
;^i,ooo  is  carried  forward  as' "  shorts,"  and  a  few  years 
later  this  has  to  be  written  off  as  irrecoverable,  have 
not  the  profits  in  the  meantime  been  overstated,  and  if 
fully  divided,  have  not  the  profits  of  future  years  been 
anticipated  ?  The  charging  annually  of  the  minimum 
rent  (or  making  a  Reserve,  which  is  practically  the 
same  thing)  harms  no  one,  loses  nothing,  and  is  sound 
financially f  even  if  it  does  depart  from  the  accepted 
principles  to  which  you  refer. 

I  do  not  propose  to  trouble  you  further  on  this 
subject,  but  perhaps  the  following  might  be  worthy  of 
some  opinions:  —  A  colliery  is  purchased  at,  say, 
;f 50,000,  and  there  are  ;f 5,000  of  "shorts"  standing; 
no  reference  is  made  to  these  in  the  agreement  fixing 
price,  but  the  landlords  agree  that  the  new  tenant  can 
work  off  these  "  shorts."  In  opening  the  new  company's 
books  should  the  property  be  entered'  as  costing 
;^5o,ooo,  or  at  ;£'45,ooo  and  an  account  opened  for 
"  shortworkings  "  at  ;f  5i000  ?  If  the  latter  course  is 
adopted,  then  the  new  company  will  have  to  set  aside 
each  year,  as  the  "  shorts  "  are  worked  off,  a  [certain 
sum  to  write  down  the  "  shorts"  account  until  ;f 5,000  of 
their  profits  have  been  so  dealt  with,  and  that  amount 
could  not  be  divided  as  dividend.  Is  this  the  correct 
treatment,  and  is  the  new  company  bound  to  enter  such 
"  shorts  "  as  an  asset,  or  entitled  to  ignore  them  and 
only  debit  the  actual  rents  they  have  to  pay  until  the 
overworkings  square  the  account  ? 

Yours  faithfully, 
Sth  February  1906.  TONNAGE  RENT. 


Foreign  Currencies  and  Branch  Accounts 

fTo  the  Editor  of  The  Accountant  J 
Sir,— In  dealing  with  the  accounts  of   a   foreign 
branch,  I  find  that  the  practice  is   to  convert  t*~ 


172 


THE     ACCOUNTANT 


February  lo,  1906. 


balance  of  Profit  and  Loss  Account  (which  is  made  out 
in  dollars)  at  the  rate  of  exchange  ruling  at  the  end  of 
the  period  covered  by  the  accounts,  instead  of  taking 
the  average  rate  during  the  period,  which  is  advocated 
by  authorities  as  the  usual  and  correct  method. 

The  effect  is,  therefore,  to  credit  the  balance  of 
Profit  and  Loss  Account  to  the  head  ofKce  in  London, 
at  the  actual  rate  at  which  such  balance  could  be 
remitted  on  closing  the  books,  bringing  it  into  line  with 
the  floating  assets  and  liabilities. 

I  venture  to  think  that  this  system  has  something  to 
recommend  it,  since  the  best  test  of  the  value  of  an 
item  must  be  the  amount  which  it  is  known  could  be 
actually  realised ;  and  the  mere  fact  that  the  trans- 
actions comprised  in  a  Profit  and  Loss  Account  extend 
over  a  period  does  not  seem  to  warrant  the  adoption 
of  an  average  rate  that  could  only  by  the  merest 
coincidence  give  the  correct  measure  of  such 
transactions. 

Should  remittances  against  a  probable  profit  have 
been  made  during  the  period,  the  principle  would  not, 
it  is  thought,  be  effected,  the  result  being  merely  a  gain 
or  loss  in  exchange  due  to  the  anticipation  of  profits ; 
and  even  this  could  be  eliminated  by  deducting  such 
remittances  from  the  profit  when  ascertained,  and 
treating  the  balance  only  as  available  at  the  rate  of 
the  day. 

If  any  reader  would  kindly  give  the  reasons  for  the 
usual  method  of  converting  the  balance  of  Profit  and 
Loss  Account  at  the  average  rate  over  the  period,  it 
would  be  much  appreciated  by 

Yours  faithfully, 

C.  H.  B. 


CDC  5ii0ntute  of  CbartereD  accountants 
In  £ndlan5  an5  Males* 


Income  Tax. 

(To  the  Editor  of  The  Accountant,) 
Sir, — Adverting  to  the  letter  in  your  issue  of  January 
27th  signed  "  C.  W.,"  in  my  opinion  both  assessments 
were  correctly  made,  assuming  that  the  proper  average 
was  taken  in  each  case. 

With  regard  to  the  business,  the  tax  would  be  pay- 
able for  the  whole  year— viz.,  one-third  by  A.  B.,  and 
two-thirds  by  C.  D. 

In  the  case  of  the  salary ,  unless  a  successor  took  the 
place  of  C.  D.  the  employment  ceased,  and  Section  134 
of  the  1842  Act  applies.  No  tax  is  payable  for  any 
period  after  cessation  of  employment. 

Yours  faithfully, 

L  T.  EXPERT. 


At  a  meeting  of  the  Council,  held  on  Wednesday,  the  7th 
February  1906,  at  the  Hall  of  the  Institute,  Moorgate  Place, 
E.G.,  there  were  present : — 

Mr.  John  Gane,  President,  in  the  chair ;  Mr.  W.  B.  Peat, 
Vice-President ;  and  Messrs.  J.  B.  Ball,  J.  W.  Barber, 
J.  H.  Blackburn.  W.  Bleasc,  T.  Bowden,  E.  M.  Garter, 
Ernest  Gooper,  Sir  John  Graggs,  E.  Edmonds,  Sir  Walter 
Fisher,  A.  H.  Gibson,  J.  G.  Griffiths,  B.  W.  Hardcastle, 
D.  Hill.  W.  G.  Jackson,  F.  A  Jenkins,  H.  Woodbum  Kirby, 
A.  O.  Miles,  F.  W.  Pixley,  W.  Plender,  F.  J.  Saffery, 
T.  G.  Shuttleworth,  G.  Sneath,  W.  A.  Stone,  J.  M.  Wade, 
F.  Whinney,  T.  Wise,  J.  W.  Woodthorpe,  and  F.  J.  Young. 

It  was  resolved : — 

That  this  Gouncil  begs  leave  to  express  its  deep 
sympathy  with  Her  Majesty,  Queen  Alexandra,  in  the 
great  and  irreparable  loss  Her  Majesty  has  sustained 
through  the  death  of  Her  Majesty's  respected  and 
illustrious  father.  King  Christian  the  IX.  of  Denmark. 

Mr.  Frederick  Whinney  was  appointed  to  represent  the 
Institute  on  the  Committee  appointed  by  the  London 
Chamber  of  Commerce  to  organise  a  Conference  of 
Industrial  Associations,  Chambers  of  Commerce,  and  Local 
Authorities,  with  regard  to  the  question  of  the  Professional 
Audit  and  Standardisation  of  Municipal  Accounts. 

The  names  of  three  members  of  the  Council  were  sub- 
mitted to  the  Board  of  Trade  with  a  view  to  the  selection  of 
one  to  act  as  a  member  of  a  Bankruptcy  Committee  about 
to  be  appointed  to  inquire  into  certain  questions  in  connec- 
tion with  a  proposed  amendment  of  the  Law  of  Bankruptcy. 

Mr.  John  Gordon,  F.C.A.,  19  Bond  Street,  Leeds,  was 
elected  a  member  of  the  Council  in  the  place  of  the  late 
Mr.  C.  Beevers. 

Mr.  Theodore  Gregory,  F.C.A.  (Morris,  Gregory,  Holmes 
&  Hansford),  Parr's  Bank  Buildings,  3  York  Street,  Man- 
chester, was  elected  a  member  of  the  Council  in  the  place 
of  the  late  Mr.  Thomas  Browning. 

The  resignations  of : — 

Mr.  E.  J.  Gardiner,  F.C.A.,  London. 
„    David  Roberts,  F.C.A.,  Cardiff. 
„    D.  J.  Sheddcn,  A.C.A.,  Dudley. 
..    J.  Shedden,  A.C.A.,  DujUey. 
were  accepted.  Digitized  by  VjOOg IC 
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Tbe  Secretary  reported  the  death  of  :— 

Mr.  F.  F.  Gates,  F.C.A.,  Loodoa. 
„    J.  M.  Winter,  F.C.A.,  Newcastle-upon-Tyne. 
„    F.  T.  Amott,  A.C.A.,  Brighton. 
M    C.  Lowrey,  A.C.A.,  Leeds. 

It  was  resolved  that  Certificates  of  Practice  be  issued  to 
the  following  members : — 

Atkin,  Percy  Francis  (Francis  Atkin  &  Son),  i  Wheeler 

Gate,  Nottingham. 
Benjamin,  Francis  Harris  (Jefifery  &  Co.)>  Pearl  Buildings, 

Portsmouth ;  and  at  London. 

Browning,  Neville    Cuthbert    (Thos.    Browning    &  Son), 
18  Booth  Street,  Manchester. 

Bunch,  John  Tindall,  Imperial  Buildings,  Bridge  Street, 

WalsaU. 
Campbell,    George     Lionel     (Campbell     &    Campbell), 

94  Market  Street,  Manchester. 

Clark,  Charles  Ernest  (Hurtley  &  Clark),  24  Bond  Street, 


Crook,  Eric  Tylee  (Sidney  Cronk  &  Co.),  43  &  44  Lombard 

Street,  E.C. 
Darbyshire,  Philip  Henry,  17  Albert  Road,  Middlesbrough. 
Dickinson,     Walter     Sigismund     (Howard     &     Maisey), 

16  Piccadilly,  Bradford;  and  at  I>eeds. 

Emannel,  Edward  Maurice,  31  Barbican,  E.C. 
Fidgeon,  Henry  Cave  (H.  C.  Fidgeon  &  Co.),  Copthall 

House,  E.C. 
Fortune,  John    Collin^n^ood   (William    Fortune   &  Son), 

36  Church  Street,  West  Hartlepool. 

Fumival,  William  James  (Deakin  &  Furnival),  Foster's 

Buildings,  22  High  Street,  Sheffield. 
Goodland,  James  Easton,  B.A.,  4  The  Bridge,  Taunton. 

Grant.  Richard  Henry  (Grant  &  Wigfield),  Consett 
Chambers,  Pilgrim  Street,  Newcastle-upon-Tyne ;  and  at 
North  Shields. 

Groves,  William  Henry  (Groves  &  Bridgwater),  88  Col- 
mote  Row,  Birmingham. 

Gruning,  Louis  Henry,  8  Queen  Street,  E.C. 

Hawkins,   Leslie  Whittem    (George    A.    Touch  &   Co.), 

BasUdon  House,  Moorgate  Street,  E.C. 
Henshall,  James  (Warmsley,  Jones  &  Co.),  29  Eastgate 

Row  North,  Chester. 
Holey,  Arthur  Walton  (Rawlings  &  Wilkinson),  '59  John 

Street,  Sunderland. 
Hurtley,  Norman  (Hurtley  &  Clark),  24  Bond  Street,  Leeds. 
Ibbetson,    Bertram,   7   &   9   Pearl   Assurance   Buildings, 

Market  Street,  Bradford. 


Johnson,  Percy  Harold  (Radley  &  Johnson),  ioa  Temple 

Row,  Birmingham. 
Jones,  Warren  John  (Carter  &  Co.),  33  Waterloo  Street, 

Birmingham. 
Lawrence,  William,  20  East  Dulwich  Grove,  S.E.,  and 

33  Chancery  Lane,  W.C. 
Leather,  George  (Cook  &  Leather),  African  House,  Water 

Street,  Liverpool ;  and  at  Chester. 
Lord,  John  Roberts  (F.  Hunter,  Gregory  &  Lord),  Irwell 

Terrace,  Bacup. 
Lunnon,  Frank  Septimus,  Churchdown,  Cheltenham. 
Marriaa,  James  Henry  Robert  Francis  (Warriner,  Marrian 

&  Co.),  Bank  Chambers,  47  Temple  Row,  Birmingham. 
Miller,   Edward,    Haworth's    Buildings,    5   Cross  Street, 

Manchester. 
Murray,  Richard  HoUins  (R.  H.  Murray  &  Co.),  14  Tib 

Lane,  Cross  Street,  Manchester. 
Palmer,  Edward  Harry,  Parliament  Chambers,  Parliament 

Street,  Nottingham. 
Radley,  George  Wilson  (Radley  &  Johnson),  loA  Temple 

Row,  Birmingham. 
Robinson,  Glendenen,  21  Albert  Road,  Middlesbrough. 
Sargant,  Alexander  Fletcher,  80  Coleman  Street,  E.C. 
Seebohm,  Rudolf  Benjamin,  20  Clarence  Street,  Gloucester. 
Silcock,  Bertram  (Bertram  Silcock  &  Co.ju  6  Egypt  Street, 

Warrington. 
Stride,  Basil  Hugh,  13  Veronica  Road,  Balham,  S.W. 

Thurgood,  Alfred  Nash  (Frank  Davies,  Meredith  &  Co.), 
Moorfields  Chambers,  95  &  97  Finsbury  Pavement,  E.C. ; 
and  at  Birmingham. 

Vickerman,  William  Percy,  9  Parliament  Street,  Hull. 

Wainwright,  Henry  Scurrah  (Beevers  &  Adgie),  52  Basing- 

hall  Street,  Leeds. 
Walshe,  Holwell  Hely  Hutchinson,  7  Union  Court,  Old 

Broad  Street,  E.C. 
Waterhouse,  Nicholas  Edwin,  B.A.  (Price,  Waterhouse  & 

Co.),  3  Frederick's  Place,  Old  Jewry,  E.C. 
Watson,  John  William  (Watson  &  Heslop),  8  Priestgate, 

Darlington. 
Wenham,  Reginald  Arthur,  M.A.  (Wenham,  Angus  &  Co.), 

10  Walbrook,  E.C. 
Winnerah,  William,  Junr.  (Stead,  Taylor  &  Stead),  The 

Temple,  Dale  Street,  Liverpool. 
Wigfield,  Alan    Eskholme    (Grant    &    Wigfield),  Consett 

Chambers,  Pilgrim  Street,  Newcastle-upon-Tyne ;  and  at 

North  Shields. 
Wilkinson,  Christopher  Smith  (Hallam,  PAnson  &  Co  ^ 

7  Ard.n  Street,  I>ariingtg,|^^g^  ^^y  QoOgk 
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Williams,  William  (C.  E.  Williams  &  Co.),  Salop  House, 

Salop  Road,  Oswestry. 
Wright,  Edmund  Cecil,  75  Larkhall  Rise,  Clapham,  S.W. 

A  number  of  applicants  were  admitted  members,  and  13  ' 
Associates  were  elected  to  Fellowship.  A  list  of  ■  those  who  i 
complete  their  Membership  or  Fellowship  by  the  Z2nd  inst.  1 
will  appear  in  our  issue  of  the  24th  inst.  j 


Recent  Additions  to  the  Library. 


Furchased. 

Advanced  Accounting.  By  L.  R.  Dicksee,  F.C.A. 
2nd  Edition.     London  :    1905. 

Auditing.  By  L.  R.  Dicksee,  F.C.A.  6th  Edition. 
London :  1904. 

Compendium  of  Mercantile  Law.  By  J.  W.  Smith. 
2  vols,    nth  Edition.    1905. 

The  Power  and  Duty  of  an  Arbitrator  and  the  Law  of 
Submission  and  Awards.  By  F.  Russell.  9th  Edition. 
London :  1906. 

Sale  of  Goods  Act.  By  M.  D.  Chalmers.  6th  Edition. 
London :   1905. 

The  Law  relating  to  the  Taxation  of  Foreign  Income. 
By  J.  Buchan.    London  :  1905. 

Guide  to  tbe  Death  Duties  and  to  the  Preparation  of 
Death  Duty  Accounts.    By  C.  Beatty.    London  :  1906. 

Essays  and  Addresses  on  l-xonomic  Questions 
(1865-93),  wi^^  Notes,  1905.  By  Viscount  Goschen. 
London :   1905. 

Revised  Reports,  Vols.  76,  77,  78,  and  Index  to  Vols. 

1-65. 

De  necessariis  observantiis  scaccarii  dialogus,  com- 
monly called  Dialogus  de  scaccario.  By  Richard,,  son 
of  Nigel.     Oxford :    1902. 

Bacon's  Atlas  of  London.     London :    1906. 

English-French  and  French-English  Dictionary.  By 
A.  Spiers.    2  Vols.    Paris :  1905. 

Notes  on  Webster's  Bookkeeping.    Dublin:   1747. 

The  Annual  Digest,  1905.  By  John  Mews.  London  : 
1906. 

Insurance  Blue  Book  and  Guide,  1905-6. 

Presented  by  the  Law  Society  (per  the  Secretary). 

Solicitors'  Remuneration  Order :  Digest,  &c.  London  : 
1898. 

Presented  by  the  Authors. 

Brewery  Accounts:  A  Lecture.  By  K.  Cook,  A.C.A. 
Edinburgh:  1906. 


Promoters  in  their  relation  to  Directors:  A  Paper. 
By  F.  \V.  Pixley,  F.C.A.    London :   1905. 

Directors'  Duties  towards  Auditors  and  otherwise : 
A  Paper.    By  T.  A.  Welton,  F.C.A.    London :  1905. 

Presented  by  Lister  Woodhouse^  A.C.A.f  City  Comptroller. 
City  of  Westminster  Abstract  of  Accounts,  1904-5. 


1Ret>lcw* 


Multiple  Cost  Accounts. 


By  H.  Stanley  Garry,  A.C.A. 


I  ("The  Accountants'  Library,"  Vol.  XLII.) 

London,  1906:  Gee  &  Co.,  34  Moorgate  Street,  E.C. 
Price  ^s.  6d.  net. 

This  volume  is  the  first  of  four  to  be  included  in 
the  Library  series,  each  dealing  with  a  section  of  the 
important  subject  of  Cost  Accounts.  As  is  indicated  by 
its  title,  the  present  handbook  deals  with  a  system  of  costing 
applicable  to  undertakings  where  a  number  of  products  are 
involved  bearing  little  or  no  apparent  relation  to  each  other 
in  cost  or  selling  price,  in  which  the  standardisation  in  parts 
is  carried  to  a  high  degree  of  specialisation  in  manufacturing. 
Such  undertakings  include  boots,  cycles,  hosiery,  agricultural 
implements,  and  various  engineering  specialities.  The 
system  described  is  one  that  appears  to  be  well  suited  for 
the  purposes  under  consideration,  and  no  fault  can  be  found 
with  its  elucidation.  Of  necessity,  of  course,  it  remains 
merely  a  skeleton  which  has  been  clothed  to  meet  the 
practical  requirements  of  each  separate  factory,  but 
it  will  be  found  of  considerable  value,  and  represents 
a  distinct  advance  upon  the  system  hitherto  adopted  of 
dealing  with  Cost  Accounts  in  general  terms,  as  though 
the  problems  were  under  all  circumstances  practically 
identical. 


Aeetinod  for  tbe  eneuino  HQleeft. 


Wednesday —Sheffield  Chartered  Accountants  Stu- 
dents' Society. — Lecture,  '•  Some  Points  in  x\c- 
countancy,"  by  Mr.  S.  S.  Dawson,  F.C.A.,  at  the 
Ubrary.  Hook's  Chaniter^.j^B^^^^^  p.m 
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Leicester  Chartered  Accountants  Students' 
Society. — Lecture,  "An  Income  Tax  Assessment," 
by  Mr.  F.  W.  Preston,  A.C.A.,  at  Winchester  House, 
I  Welford  Road  :   7  p.m. 

Thursday — Leeds  and  District  Chartered  Accountants 
Students'  Association. — Lecture,  ••  Requisites  of 
a  Contract,"  by  Mr.  W.  E.  Farr.  Solicitor. 

Friday — Nottingham  Chartered  Accountants  Students' 
Society.— Lecture,  "Income  Tax,"  by  Mr.  Chas. 
Comins,  F.C.A.,  at  i  King  John's  Chambers,  Bridle- 
smith  Gate ;  7.30  p.m. 


Vlewcastle  Cbartere5  accountants 
Stu5ent5'  Society* 


Brewery  and  Bottled  Beer  Accounts  and  Audits. 


By  Herbert  Lank  am,  A.C.A. 


At  the  present  time  the  general  public  are  undoubtedly 
▼ery  large  holders  of  shares  and  debentures  in  the 
nomerons  breweries  that  have  been  converted  into  limited 
companies  during  the  last  decade.  In  consequence  of 
this,  and  the  fact  that  many  of  the  largest  concerns  are  at 
present  under  a  cloud,  financially  speaking,  it  is  easy  to 
explain  the  great  interest  that  is  being  evinced  in  all 
matters  connected  with  the  brewery  trade,  and  I  venture 
to  hope  that  another  paper  on  the  above  subject  will  not 
be  unwelcome  at 'the  present  time,  more  particularly  as  it 
is  evident  that  expenses  and  costs  are  going  up  and  sales 
going  down,  and  therefore  it  is  becoming  more  and  more 
necessary  for  brewers  and  managers  to  keep  a  close 
supervision  over  every  department. 

The  fact  that  excellent  lectures  have  been  delivered  by 
such  experts  as  Mr.  William  Harris,  Mr.  Daniel  Hill,  and 
Mr  J.  J.  B.  Arter,  renders  it  somewhat  difficult  for  me  to 
bttak  new  ground,  but  as  I  was  UMny  years  ago  on  the 
stafi  of  a  brewery,  and  have  had  to  study  the  whole  subject 
lately  while  engaged  in  writing  a  book  on  Brewery  and 
Bottled   Beer    Accounts    for    the    '^  Accountants'   Library 


I 


Lectukb  delivered  at  Newcastle  to  members  of  the  above 
Society  on  December  12th  1905. 


Series,"  1  think  I  shall  be  able  to  bring  before  you  some 
few  interesting,  and  possibly  new,  points  more  particularly 
connected  with  the  bottled  beer  trade,  and  some  remarks 
dealing  with  the  heavy  losses  made  during  the  last  few 
years  on  loans  granted  to  tenants. 

The  brewery  trade  is  probably  older  than  perhaps  many 
of  you  imagine.  In  a  very  interesting  lecture  delivered  by 
the  late  Professor  Tyndall  on  "Fermentation,"  the 
following  passage  occurs :  — 

"Our  prehistoric  fathers  may  have  been  savages,  but 
they  .were  clever  and  observant  men.  They  founded 
agriculture  by  the  discovery  and  development  of  seeds 
whose  origin  is  now  unknown.  .  .  .  Later  on, 
when  the  claims  of  luxury  added  themselves  to  those 
of  necessity,  we  find  the  same  spirit  at  work.  We  have 
no  historic  account  of  the  first  brewer,  but  we  glean 
from  history  that  his  art  was  practised  and  its  produce 
relished  more  than  2,000  years  ago.  Theophrastus, 
who  was  born  nearly  400  years  before  Christ,  described 
beer  as  the  wine  of  barley. 

It  is  extremely  difficult  to  preserve  beer  in  a  hot 
country;  still,  Egypt  was  the  land  in  which  it  was 
first  brewed,  the  desire  of  man  to  quench  his  thirst 
with  this  exhilarating  beverage  overcoming  all  the 
obstacles  which  a  hot  climate  threw  in  the  way  of  its 
manufacture." 

Has  it  occurred  to  you  that  the  word  "brewery"  now 
covers  a  very  varied  and  comprehensive  business,  and 
usually  a  brewer,  if  he  is  also  manager,  must  not  only 
understand  the  brewing  of  beer,  but  may  have  to  do  the 
buying  of  barley,  hops,  sugar,  horses,  and  fodder,  and  the 
manufacturing  of  malt.  He  probably  has  to  manage  free- 
hold and  leasehold  properties,  agencies,  and  depdts,  and 
may  have  to  supervise  the  working  of  houses  under 
management.  He  must  be  a  chemist,  and  should  be  a 
good  salesman,  and,  in  addition  to  this  formidable  list 
of  acquirements,  he  frequently  has  to  be  able  to  manage  a 
wine  and  spirit  trade  and  the  manufacturing  of  mineral 
waters  and  cordials. 

It  will  be  easily  understood  that  to  carry  on  such  a 
i  varied  business,  or  rather  collection  of  businesses,  very 
many  books  and  statistical  returns  are  necessary,  quite 
apart  from  the  actual  double -entry  bookkeeping  system ; 
in  fact,  I  believe  few  businesses  require  more  varied 
accounts,  &c.  I  do  not  propose  in  this  paper  to  deal  with 
the  books  required  for  the  Wine  and  Spirit  or  Mineral 
Water  Departments  of  a  brewery,  as  they  could  not  be 
dealt  with  in  the  time  at  my  disposal  this  evening.  ''The 
Accountants'  Library  Series "  contaiiis-^some  excellent 
handbooks  on  those  subjects,  gitized  by  VjOO 
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Also  I  do  not  propose  to  deal  with  the  books  of  a 
brewery  which  are  almost  identical  with  those  in  use  in 
other  businesses,  but  shall  discuss  the  books,  forms,  and 
accounts  which  are  more  or  less  peculiar  to  the  brewing 
trade,  and  which  possess  special  points  of  interest  to 
accountants. 

I  propose,  however,  to  devote  special  attention  to  the 
bookkeeping  and  stock-keeping  questions  involved  in  the 
development  of  the  bottled  beer  trade,  not  only  because 
those  questions  do  not  appear  to  have  received  the  atten- 
tion they  deserve,  but  also  because  the  capital  which  has 
to  be  expended  on  bottles,  stoppers,  and  cases  renders  it 
imperative  that  strict  supervision  should  be  exercised, 
otherwise  heavy  losses  may  result  through  the  non-return 
of  those  articles,  to  say  nothing  of  the  increased  capital 
required  (and  consequent  loss  of  interest),  which  will 
become  necessary  if  bottles  and  cases  are  not  collected 
promptly. 

After  these  preliminary  remarks  I  now  come  to  the  first 
head  of  my  paper. 

The  importance  of  a  proper  check  upon  the  weight  of 
goods  received  into  a  brewery  is  considerable,  more  par- 
ticularly with  regard  to  hops  and  barley  purchased.  All 
goods  received  should  be  weighed  when  they  arrive,  and 
the  weights  so  ascertained  entered  in  the  Goods-in  Book, 
and  subsequently  from  the  Invoice  Book  to  the  Stock 
Books  side  by  side  with  the  invoiced  weights.  This  pre- 
liminary weighing  enables  some  part  of  the  deficiencies, 
which  are  usually  shown  by  the  different  Stock  Books,  to 
be  accounted  for,  they  possibly  having  occurred  in  transit. 

.  There  should  be  no  difficulty  in  keeping  the  Goods-in 
Book  referred  to,  as  in  most  breweries  there  is  a  gate-man, 
whose  duty  is  to  keep  an  account  of  all  goods  both  coming 
in  and  going  out,  and  I  consider  the  check  so  exercised  to 
be  a  most  valuable  one. 

By  means  of  this  Goods-in  Book  every  invoice  can  be 
checked  as  regards  receipt  of  goods  ;  and  by  cancelling  the 
order  forms  when  they  have  been  compared  with  the 
invoices  it  is  easy  at  stocktaking  to  make  sure  that  no 
liabilities  for  goods  have  been  omitted,  as  every  counter- 
foil of  the  Order  Book  not  cancelled  means  that  some 
account  has  not  been  received  at  the  brewery. 

The  Goods-out  Book  is  also  essential,  but  too  much 
reliance  must  not  be  placed  on  it,  as  to  my  knowledge  a 
caiman,  in  collusion  with  the  gate-keeper,  allowed  several 
barrels  of  beer  to  be  sent  out  every  week  without  noting 
the  fact.  It  was  eventually  discovered  by  means  of  the 
Beer  Trading  Account,  which  conclusively  proved  that  a 
serious  leakage  was  going  on,  as  the  difference  in  the 
quantity  of  beer  made  and  the  quantity  sent  out  or  in 
stock  was  too  large  to  be  accounted  for  by  the  ordinary 


allowance  for  wastage.  Inquiries  were  made,  and  it  trans- 
pired that  the  carman  was  supplying  a  friend  of  his,  who 
kept  a  public-house  in  the  town,  with  the  beer  in  question. 
This  fraud  could  not  have  taken  place  if  there  had  been  a 
proper  system  of  Beer  Stock  Books  in  use,  as  had  already 
been  recommended  by  the  auditors,  but  whose  suggestion 
that  a  special  clerk  should  be  kept  to  keep  complete  Stock 
Books  had  not  been  adopted  on  the  ground  of  expense. 

I  wonder  when  it  will  be  fully  recognised  by  all  com- 
mercial men  that  the  keeping  of  Stock  Books  and  Cost 
Accounts  for  all  manufacturing  firms  is  practically 
essential  to  success  in  these  days  of  keen  competition,  and 
that  money  spent  on  the  clerical  labour  necessary  is  not 
likely  to  be  thrown  away,  and  inasmuch  as  the  output  and 
the  materials  used  can  be  so  easily  checked  and  verified 
there  is  no  excuse  for  not  doing  so  in  a  brewery. 

With  a  view  of  ascertaining  the  quantity  of  the  materials 
used,  the  accounts  in  the  Impersonal  Ledger  for  Purchases 
of  Hops,  Malt,  Sugar,  Coal,  &c.,  should  have  columns  for 
quantities  as  well  as  money.  The  Purchases  Book  shows 
the  total  of  all  invoices,  with  Analysis  columns  provided 
for  each  of  those  materials,  together  with  columns  under 
each  heading  for  quantities  and  Stock  Book  folios,  and  a 
final  column  for  items  for  which  it  is  not  necessary  to 
have  separate  columns.  From  these  columns  the  Stock 
BC'Oks  are  debited  with  the  quantities  of  each  purchase, 
and  the  total  of  both  quantity  and  money  columns  each 
month  debited  to  their  respective  Material  Accounts  in  the 
Impersonal  Ledger.  The  Purchases  Returns  Book  is  ruled 
in  the  same  manner,  and  the  quantities  credited  to  the 
Stock  Accounts  in  detail,  and  the  total  of  both  columns 
credited  to  the  Impersonal  Ledger  Accounts. 

The  Stock  Books  are  credited  with  the  materials  with- 
drawn from  stores  from  time  to  time  for  the  use  of  the 
brewery,  the  details  of  the  quantities  so  used  being  eventu- 
ally checked  from  the  Brewing  Book  kept  by  the  brewer. 

When  stocks  are  taken — and  this  should  be  done  three 
or  four  times  a  year — the  quantities  are  introduced  into  the 
Stock  Books  as  balances,  and  the  two  sides  cast,  the  differ- 
ences being  deficiencies  owing  to  waste  or  other  causes. 
Any  serious  discrepancies  must,  of  course,  be  inquired 
into,  and  the  differences,  when  agreed  to,  will  be  written 
into  the  Stock  Books. 

At  the  end  of  the  year  the  quantities  and  amounts  of  the 
stocks  then  existing  as  per  Stock  Books  are  inserted  in  the 
Material  Accounts  in  the  Impersonal  Ledger,  and  the 
differences  between  stocks  at  beginning,  plus  the  quantities 
bought,  less  returns,  and  less  the  stock  at  end  of  year — 
i.e.y  the  materials  consumed — should  agree,  as  far  as 
quantities  are  concerned,  with  the  summarised  totals  of 
the   Brewer's   Book,   which   shows   the   quantijties   of   all 
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materials  use  in  brewing/    Thus  it  will  be  seen  that  there 
is  a  double  check  throughout. 

There  will  nearly  always  be  slight  differences  in  the 
Hop  Stock  Account,  as  the  weather  and  other  causes  affect 
the  weight,  but  the  percentage  of  waste  year  by  year 
should  be  about  the  same. 

With  regard  to  the  Hop  Stock  Book,  in  practice  it  is 
found  convenient  to  have  a  separate  page,  or  half-page, 
for  every  separate  consignment.  On  the  left-hand  side  is 
entered  the  number  of  pockets  bought,  and  on  the  credit 
how  and  when  used  ;  thus  each  consignment  as  used  up 
can  be  balanced,  and  the  deficiency,  if  any,  ascertained  at 
once.  In  this  connection  the  hops  used  for  ^'dry 
hopping  "  must  not  be  overlooked,  and  entries  for  same 
must  be  made  in  the  Stock  Book. 

The  Coal  Account  in  the  Impersonal  Ledger  should 
have  a  Weight  column,  so  that  year  by  year  the  quantities 
of  coal  used  can  be  compared. 

Barley  bought  for  malting  requires  slightly  different 
treatment,  and  a  book  can  be  so  arranged  as  to  serve  the 
double  purpose  of  a  Barley  Purchases  Book  and  a  Barley 
Stock  Book.  The  debit  will  contain  columns  for  Invoice 
No.,  Dates  bought  and  received.  Quantity,  Price,  Bought 
I>edger  Folio,  and  Amount,  with  space  for  Remarks.  The 
credit  side  is  divided  into  columns  for  Date,  Barley  sent 
to  Makings  (with  columns  for  Quantity,  Price,  and 
Amount),  Screenings  sent  to  Stable  or  Sold,  with  similar 
columns  for  Quantity,  Price,  &c.,  and  a  Folio  column  for 
the  Sales  Day  Book,  or  for  the  Journal  folio,  if  for  Screen- 
ings sent  to  the  Stable. 

There  is  seldom  any  barley  left  in  stock  at  September 
30th  (a  very  common  date  for  brewers  to  take  stock,  as  it  is 
just  before  the  new  season's  barley  and  hops  are 
delivered),  so  that  this  book  will  usually  balance  as 
regards  quantities.  At  the  end  of  the  year  or  monthly 
Journal  entries  are  made  crediting  the  Barley  Account  in 
the  Impersonal  Ledger  with  the  quantities  and  amount  of 
barley  sent  to  malting,  and  debiting  Manufacturing 
Account,  and  debiting  Ilorsekeep  Account  with  the 
screenings  sent  to  stables. 

The  Malt  Manufacturing  Account  requires  some  atten- 
tion, and,  1  believe,  differences  of  opinion  exist  as  to  how 
to  treat  the  various  items.  Wliat  is  quite  clear,  however, 
is  that  merely  debiting  the  Malting  Account  with  the 
barley  bought,  wages,  and  all  expenses,  and  then  charging 
the  total  to  the  Brewery  Malt  Purchases  Account  as  repre- 
senting cost  of  malt  made  is  not  theoretically  correct, 
because,  inter  alia,  it  seems  very  necessary  to  ascertain 
whether  the  malting  is  making  a  fair  profit ;  and  also  it  is 
advisable   that  the  Beer  Manufacturing   Account   should 


year  by  year  show  results  after  charging  the  brewery  with 
goods  at  the  current  market  price. 

I  think  the  best  way  (as  recommended  by  several  autho- 
rities) is  to  open  a  Malt  Manufacturing  Account,  charging 
it  with  Barley  Bought  (and  weights  of  same),  and  all 
charges — such  as  Rent,  Rates,  Fuel,  Wages,  Utensils, 
Repairs,  and  Sundry  Expenses — and  credit  the  account 
with  Coombs  sold  or  sent  to  stables,  &c.,  and  any  small 
quantities  of  malt  sold.  All  malt  so  made  and  sent  to 
brewery  should  be  charged  at  a  fair  average  selling  price, 
less  cost  of  carriage,  and  credited  to  Malt  Manufacturing 
Account.  The  resulting  profit  or  loss  on  the  account  will 
then  appear  on  the  General  Profit  and  Loss  Account  as  a 
separate  item,  and  it  can  thus  be  seen  whether  or  not  the 
mailings  are  worth  carrying  on. 

Barley  is  usually  bought  by  the  bushel,  but  malt  is  dealt 
with  in  quarters.  There  are  about  eight  bushels  to  the 
quarter.  Barley  must  therefore  be  converted  into  quarters 
before  debiting  to  Malt  Manufacturing  Account. 

It  is  usual  and  desirable  that  a  Malting  Book  should  be 
kept  in  the  oflice,  showing  on  one  side  the  weights  of 
barley  received  at  malting  (as  per  Barley  Stock  Book)  in 
bushels,  with  a  column  for  their  equivalent  in  quarters, 
and  on  the  other  side  a  column  for  quantity  of  malt  sent 
to  brewery,  with  prices  and  amounts  worked  out.  This 
gives  the  necessary  information  for  making  the  Journal 
entry  charging  Brewery  Malt  Purchases  Account.  There 
will  be  another  column  for  Malt  Sold  (in  quantities),  with 
reference  folio  to  Day  Book.  As  there  is  a  very  consider- 
able difference  between  the  increase  shown  in  the  malting 
of  foreign  barley  as  compared  with  English,  the  latter 
usually  showing  a  larger  increase,  it  is  advisable  to  have 
the  Malting  Book  divided  into  two  parts,  one  for  Foreign 
and  one  for  English  Barley  Malted,  so  as  to  arrive  at  the 
percentage  of  increase  in  each,  and  thus  keep  a  more 
eflicient  check. 

Before  leaving  the  question  of  Malt  Manufacturing 
Account  I  may  point  out  that,  instead  of  charging  the  malt 
to  the  brewery  at  sale  price,  it  is  sometimes  charged  at 
cost  of  barley,  plus,  say,  5s.  or  5s.  6d.  per  quarter  for  cost 
of  malting.    I,  however,  prefer  the  first-mentioned  method. 

The  question  of  how  to  treat  the  Purchases  and  Sales  of 
other  makers'  beers  raises  one  or  two  interesting  points. 
Many  breweries  do  not  sell  any  but  their  own  ales,  &c., 
but  it  frequently  happens  that  at  some  tied  houses  there 
is  a  demand  for  Burton  ales  and  Dublin  or  London  stouts, 
more  especially  when  it  is  required  bottled,  and  it  may  not 
be  good  policy  to  ignore  this  demand. 

In  this  case  a  separate  Trading  Account  should  be  raised 
for  Bought  Beer,  Cider,  &c.,  and  this  will  involve  separate 
columns  in  the  Sales  Day  Books,  as  described  Jajcr.    The 
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reason  for  having  a  separate  Trading  Account  is  so  that 
the  output  of  the  brewery  itself  can  be  ascertained,  and 
percentages  of  Materials,  Cost,  &c.,  worked  out  on  the 
barrels  of  own  beer  manufactured.  It  is  clear  that  these 
calculations  would  not  be  of  practical  use  if  the  barrelage 
of  own  beer  made  was  confused  with  that  of  bought  beer, 
which  latter  has  cost  nothing  in  the  way  of  Rent,  Rates, 
Coal,  and  Duty  as  paid  at  own  brewery.  The  gross  profit 
from  Bought  Beer  Manufacturing  Account  will  be  trans- 
ferred to  the  General  Profit  and  Loss  Account;  but,  of 
course,  any  calculations  made  as  to  cost  of  delivery, 
travellers,  &c.,  per  barrel  sold,  must  be  made  on  the  com- 
bined sales  of  own  and  other  makers*  beers. 

I  now  pass  on  to  the  Beer  Manufacturing  Account. 
This  is  an  account  showing  the  value,  and,  if  desired,  the 
quantities,  of  the  following  materials  used,  and  wages  and 
duty  expended :  — 

Malt,  Sugar,  Hops,  Finings,  Wages  (Brewing  Wages 
only),  and  Duty. 

The  total  amount  of  output,  as  shown  by  the  Brewer's 
Book,  should  be  ascertained,  and  from  it  should  be 
deducted  any  beer  returned  which  has  been  fined  and 
worked  up  again,  as  it  is  clear  that  practically  no  materials 
have  been  used  on  such  returns,  the  cost  of  materials 
having  been  charged  when  the  beer  was  first  made. 

Each  of  the  above-mentioned  items  should  then  be 
divided  by  the  number  of  barrels  of  beer  made,  and  the 
result  is  the  cost  per  barrel  of  each  kind  of  material,  and 
wages  and  duty.  By  casting  the  account  and  dividing  the 
total  by  the  same  number  of*barrels  the  gross  total  cost 
per  barrel  is  shown.  It  is  very  useful  to  have  another 
column  in  which  to  enter  the  costs  per  barrel  of  the 
previous  year,  and  any  serious  difference  will  at  once  be 
apparent  and  should  be  investigated. 

If  the  quantities  of  Hops,  Malt,  Sugar,  &c.,  are  also 
worked  out  at  per  barrel  an  even  better  comparison  can  be 
made,  as  the  question  of  rise  or  fall  in  the  prices  will  not 
affect  the  quantity. 

It  may  here  be  mentioned  that  it  is  not  advisable  to 
include  the  Brewer's  Salary  in  the  Manufacturing  Account, 
more  especially  as  the  brewer  usually  assists  in  the 
management  of  the  whole  concern,  and  certainly  super- 
intends the  stores.  Cask-washers'  and  Carman's  Wages 
are  also  not  included,  but  only  the  wages  of  men  engaged 
in  the  brewing  operations  pure  and  simple. 

The  total  cost  as  per  the  Beer  Manufacturing  Account  is 
transferred  to  the  debit  of  "Own  Beer  Trading  Account." 
This  latter  account  has  columns  for  Quantities  and  Cash, 
and  commences  with  the  stock  at  start  (both  barrels  and 
amount^,    then    the    total    of    the    Beer    Manufacturing 


Account  represents  Cost  of  Materials  Consumed,  Duty, 
and  Wages.  On  the  other  side  the  Sales  (Cash,  Credit, 
and  Bottled  Beer)  and  Stock  at  end,  with  number  of 
barrels  against  each.  The  difference  between  the  Debit 
and  Credit  Money  columns  is  the  Gross  Profit,  and  the 
difference  between  the  columns  for  Barrels  is  caused  either 
by  waste,  leakages,  or  possibly  theft.  The  average  price 
per  barrel  of  the  stock  at  beginning  and  end  should  be 
worked  out,  and  any  difference  in  average  price  looked 
into;  the  average  sale  price  per  barrel  sold  should  be 
calculated  also.  In  the  case  of  Showell's  Brewery,  I  think 
if  the  quantities  had  been  proved,  not  only  by  the  Beer 
Trading  Account,  but  also  by  the  Beer  Stock  Books,  and 
compared  with  the  outpu^t,  one  could  hardly  have  failed  to 
see  that  the  stock  of  beer  was  either  being  over-valued,  or 
that  the  quantities  shown  as  being  in  stock  were  fictitious. 
As  the  Excise  authorities  compel  certain  books  to  be  kept 
by  the  brewers,  open  to  their  inspection  at  any  time  for 
the  purpose  of  ascertaining  the  amount  of  duty  payable, 
the  beer  made  can  always  be  exactly  ascertained,  subject  to 
a  percentage  for  waste  in  racking,  &c. 

Further,  the  brewer  himself  usually  keeps  a  record 
showing  the  amount  actually  racked,  hence  it  can  be  seen 
what  a  perfect  check  can  be  exercised  upon  the  quantities 
both  manufactured  and  sold. 

This  brings  one  to  the  question  of  Bbtr  Stock  Accounts. 
And  in  this  connection  I  wish  to  draw  your  attention  to  the 
great  saving  of  time,  and  increased  efficiency  and  correct- 
ness, that  can  be  effected  by  seeing  that  the  headings 
and  columns  for  the  different  classes  of  beer  are  arranged 
in  the  same  order  on  or  in  all  the  following :  — 

Customers'  Order  Book. 

Cellarman's  Order  Sheets. 

Cellarman's  Book. 

Carmen's  Delivery  Books  (or  Invoices). 

Sales  Day  Books. 

Beer  Stock  Books. 

With  regard  to  the  Customers'  Order  Book,  open  a 
separate  page  of  the  Order  Book  for  each  day,  so  that 
when  an  order  is  received  it  can  be  at  once  entered  under 
the  day  on  which  it  is  to  be  delivered.  Colunms  are  pro- 
vided for  each  class  of  beer,  and  by  this  means  the  brewer 
can  see  at  a  glance  what  beer  will  be  wanted,  and  can 
take  measures  in  good  time  to  replenish  his  stock. 

A  separate  Order  Book  can  be  used  for  each  delivery 
district,  and  this  is  very  useful.  The  orders  are  then 
entered  on  Cellarman's  Order  Sheets,  which  have  exactly 
similar  columns,  and  sent  to  the  cellarman.  A  further 
development  of  this  can  be  arranged  by  filling  up  one 
Order  Sheet  for  each  separate  journey,  and  by  means  of 
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carbon  paper  these  can  be  made  out  in  duplicate — one  for 
the  cellar  and  one  for  the  carman  or  stableman,  so  that  the 
latter  can  see  what  weight  is  to  be  carried,  and  arrange  for 
vans  and  horses.  The  Garments  Delivery  Books  are  then 
filled  up  from  the  Order  Book,  and  the  Sales  Day  Book 
eventually  compiled  from  the  Garments  Delivery  Books, 
or  from  the  Gellarman's  Sheets. 

It  will  be  clear  to  you  that  when  checking  the  Sales  Day 
Book  with  the  Delivery  Books,  or  the  Cell  arm  an' s  Orders, 
or  the  Order  Book,  whichever  system  is  in  use,  it  must  be 
a  great  advantage  to  have  the  details  on  every  book  or 
form  arranged  in  the  same  order  as  the  columns  in  the 
Sales  Day  Book.  If  Gellarman's  Order  Forms  are  used  the 
cellarman  merely  enters  in  his  Gellar  Book  the  totals  of 
each  kind  of  beer  sent  out  each  day,  as  shown  by  the 
sheets.  The  Gellar  Book  must  show  weekly  totals  of 
quantities,  and  these  should  agree  with  the  vwekly  totals 
of  quantities  of  the  Sales  Day  Book,  thus  making  a  most 
complete  check  on  the  correctness  of  the  entries  in  the 
latter  book. 

The  Cask  Beer  Stock  Book,  which  is  kept  in  the  office, 
has  on  the  left  side  columns  for  each  class  of  beer,  contain- 
ing in  barrels  the  total  of  each  class  racked ;  and  on  the 
other  side  similar  columns,  in  which  are  entered  the 
quantity  sold,  as  shown  by  the  weekly  totals  of  the  Cask 
Beer  Sales  Day  Book,  plus  beer  sent  to  bottling  stores. 
Stock  in  the  cellar  should  frequently  be  taken,  and  should 
agree  with  the  balances  of  the  different  columns  of  the 
Beer  Stock  Books,  with,  of  course,  a  fair  allowance  for 
waste.  In  taking  stock  of  beer  in  casks  great  care  should 
be  taken  to  see  that  each  cask  contains  its  proper  quantity, 
as  I  have  known  a  case  where  a  small  quantity  of  beer  was 
abstracted  from  some  of  the  casks  by  the  maltsters,  who 
had  access  to  the  brewery  on  Sundays,  when  the  cellarman 
was  absent. 

Beer  set  aside  for  consumption  by  the  brewery  men  and 
refreshment  of  customers  when  they  call  should  be  entered 
as  Sales.  This  facilitates  the  keeping  of  the  Stock 
Accounts.  All  Cash  Sales,  whether  of  Malt,  Grains, 
Yeast,  &c.,  should  be  entered,  with  quantities,  in  the  Sales 
Day  Book  direct  from  Xhe  Cash  Book,  which  has  the  same 
effect  as  crediting  the  different  Sales  Account  direct,  but 
Cask  Beer  Cash  Sales  must  be  treated  the  same  as  Credit 
Sales,  as  the  question  of  cask  numbers  has  to  be  dealt 
with.  Thus  the  Day  Book  will  contain  a  record  of  every 
item  of  goods  sold  or  given  away. 

In  some  of  the  smaller  breweries  no  distinction  is  made 
between  the  different  clas.ses  of  own  beer  sold,  but  they 
are  all  lumped  together  in  the  Sales  Book,  and  the  manager 
relies  on  the  brewer  to  tell  him  how  much  of  each  class 
of  beer  has  been  sold,  based  on  the  quantities  brewed ; 


but  this  system,  or  want  of  system,  is  to  be  deprecated,  as 
it  renders  it  much  more  difficult  to  discover  leakages,  if 
such  should  take  place. 

The  form  of  the  Cask  Beer  Sales  Day  Book  requires 
careful  consideration,  and  the  form  of  it  depends  upon 
whether  the  manager  requires  the  beer  divided  up  into  the 
different  classes  of  beer  sold,  and,  if  so,  does  he  require 
to  know  the  amount  as  well  as  the  quantity?  Personally, 
I  see  little  use  in  showing  the  analysis  of  the  amount,  as 
the  prices  vary  according  to  whether  the  sales  are  to  free 
or  tied  houses  or  to  private  persons.  The  quantity  in 
barrels  gives  absolutely  the  total  of  each  kind  of  beer  sold, 
and  shows  which  are  increasing,  or  the  reverse. 

If  it  is  desired  to  ascertain  how  much  trade  is  being  done 
with  free  houses  alone,  and  also  how  much  with  tied 
houses  and  private  customers,  the  neatest  plan  is  to  have 
separate  Day  Books,  and,  if  the  concern  is  a  large  one, 
separate  Ledgers  as  well.  This  would  enable  a  separate 
clerk  to  be  engaged  on  each  of  those  I^edgers.  Separate 
Debtors'  Cash  Books  could  also  be  provided,  and  each 
Ledger  made  self -balancing. 

Assuming  that  the  manager  only  requires  to  know  the 
quantity  of  each  kind  of  beer  sold,  the  Day  Book  would 
contain  the  following  columns: — Date,  Reference,  Name 
and  Address  of  Customer,  How  delivered,  followed  by 
several  colunuis  for  barrels  only,  headed  with  the  descrip- 
tion of  beer — such  as  A.K.,  P. A.,  XXX.,  &c. — and  a 
column  for  total  barrels  of  own  beer,  then  a  column  for 
number  of  barrels  of  bought  beer  sold.  Then  comes 
Ledger  Folio  and  Total  Amount  of  Invoice.  On  either 
side  is  analysis  of  sales  as  follows: — Amount  (£  s.  d.)  of 
own  beer.  Ditto  of  bought  beer,  then  Malt  Sales  (sub- 
divided into  Quantity  and  Amount),  Grains  ditto,  &c.,  and 
a  column  for  items  to  be  separately  posted — such  as  Old 
Copper  and  Plant  Sold,  Screenings,  &c. 

If  it  is  desired  to  show  the  amount  of  each  kind  of  beer 
sold,  as  well  as  the  barrelage  of  each,  the  order  is  as 
follows: — Date,  Reference,  Name,  Address,  How 
delivered,  Total  number  of  barrels,  Ledger  Folio,  and 
Amount  of  Invoice ;  and  on  the  credit  side  th«  analysis  as 
follows: — Bought  Beer  (divided  into  barrels  and  £  s.  d.), 
columns  divided  in  a  similar  manner  for  Stout,  Porter, 
P.A.,  XXX.,  &c.,  and  then  columns  for  Malt,  Grains,  and 
separately  posted  items,  as  described  above. 

A  point  to  be  noticed  is  that  the  entries  in  the  Total 
Amount  column  in  the  Day  Book  should  always  agree  with 
the  total  of  each  Delivery  Note  in  the  Carmen's  Delivery 
Book,  therefore  if  it  is  decided  to  have  one  Delivery  Note 
for  both  cask  and  bottled  ales  the  Day  Book  must  follow 
suit  and  have  columns  for  bottled  ales,  sub-divided  into 

dozens  and  half-dozens,   and,,  if  bott|^^ar«/^arged  to 
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customers,  colnmos  for  nvmber  aod  amount,  and  also 
columns  for  cases,  divided  into  sizes—such  as  %  doc, 
1  doz.,  &c.  Then  if  a  wine  and  spirit  trade  is  carried  on, 
with  its  records  of  jars  and  cases,  and  p^haps  a  trade  in 
mineral  waters  also,  with  further  records  of  bottles  and 
cases  necessary  if  one  Delivery  Note  is  used  for  the  whole, 
you  can  imagine  what  huge  Delivery  Notes  and  Sales  Day 
Books  would  be  required. 

I  think  it  is  found  far  better  to  have  separate  Delivery 
Notes,  and  consequently  separate  Day  Books.  The  Order 
Book,  however,  can  contain  the  whole  order,  whether  beer, 
wines,  minerals,  &c.,  and  thus  the  carmen  and  clerks  will 
know  what  is  to  go  out.  In  a  large  concern  it  is  certainly 
better  to  keep  things  separate  as  far  as  possible.  There 
is,  however,  no  objection  to  having  the  Sundry  Sales,  such 
as  Grains,  &c.,  in  the  Beer  Day  Book  and  on  Beer  Delivery 
Notes,  as  the  items  are  so  infrequent. 

Returned  beer  requires  a  special  book,  as  it  frequently 
happens,  especially  in  the  free  hou^e  trade,  that  some 
publicans  return  what  they  humorously  call  beer,  but 
which  is  really  a  collection  of  the  lees  from  other  casks 
«nd  beer  of  other  makers,  with  probably  a  dash  of  pure 
water,  and  they  expect,  or  at  least  hope,  to  be  allowed 
for  the  full  quantity. 

The  brewer,  or  some  competent  man  appointed  by  him, 
examines  all  returns  and  settles  how  much,  if  any,  and  at 
what  price  it  can  be  credited. 

The  book  therefore  provides  for  Date,  Name,  &c., 
Quantity  Returned,  Description,  Quantity  allowed.  Price, 
Amount,  and  Brewers  Remarks.  When  the  amount  is 
settled  a  Credit  Note  for  the  amount  should  be  sent  at 
once,  giving  details,  or  stating  that  nothing  can  be 
allowed. 

The  question  of  casks  is  one  which  requires  and  deserves 
a  great  deal  of  attention,  as  much  capital  is  involved  in 
their  purchase  and  upkeep,  and  if  they  are  not  collected 
promptly  they  rapidly  deteriorate  or  are  lost,  perhaps  are 
being  used  by  customers  as  receptacles  for  cider,  or  even 
rain  water. 

The  carmen  are  frequently  paid  so  much  per  cask  -fat 
every  cask  collected  by  them,  but  it  is  necessary  for  the 
office  staff  to  be  in  a  position  to  compile  lists  of  outstand- 
ing casks,  and  the  addresses  of  the  customers  holding 
same,  for  the  information  of  the  carmen.  A  usual  system, 
and  one  which  works  with  a  minimum  of  clerical  labour,  is 
as  follows :  — 

Two  books  are  necessary — a  Customers*  Cask  Ledger 
and  a  Cask  Register.     The  Customers*  Cask  Ledger  con- 
tains the  Ledger  Account  with  each  customer  for  casks,  j 
jLath  page  ib  ruled  with  columns  for  Date  sent  uut,  Size  of  I 


cask,  Number  of  cask.  Dale  returned.  At  least  fonr  such 
divisions  can  be  contained  on  each  page,  and  the  name  of 
the  customer  will  appear  at  the  top  of  each  column  or 
page.  It  is  clear  that  if  casks  have  been  sent  out,  and 
there  axe  any  blank  spaces  in  the  Date  retnmed  column, 
then  that  customer  still  has  casks  in  his  possession,  and 
when  a  carman  is  going  on  a  round  the  Cask  Accounts  of 
customers  can  be  turned  up,  and  a  list  made  of  ail 
casks  that  should  be  collected.  The  Cask  Register  is  a 
record  of  each  cask,  and  there  are  several  forms  of  book 
used  at  different  breweries.  A  useful  form  is  something 
similar  to  the  Customers*  Cask  Ledger.  The  page  is 
divided  into,  say,  four  divisions,  and  each  division  is  sub- 
divided into  columns  for  Date  out.  To  whom  sent.  Date 
in.  At  the  top  of  each  division  appears  the  number  of  the 
cask  and  the  size,  such  as  ^  ^,  which  means  Kilderkin 
No.  1 001.  The  numbers  run  consecutively  through  the 
book,  and  when  the  brewery  is  running  short  of  a  certain 
size  of  cask,  say  kilderkins,  it  is  easy  to  look  through  the 
Register  for  all  casks  marked  "K.,**  and  see  where  they 
are  lying.  The  Register  is  also  practically  indispensable 
when  a  cask  is  returned  by  carrier,  or  perhaps  left  at  the 
brewery  by  a  customer  without  any  advice  having  been 
sent  to  the  office. 

By  turning  up  the  Cask  Register  it  can  be  seen  at  once 
who  "had  had  the  cask,  and  it  can  then  be  written  off  the 
Customers*  Cask  Ledger  Account  also.  By  means  of  this 
Cask  Register  the  history  of  a  cask  can  also  be  ascertained* 
and,  if  desired,  notes  in  red  ink  can  be  made  under  the 
number  whenever  a  cask  is  repaired,  and  the  nature  of 
such  repair.  This  may  lead  to  the  discovery  that  the 
coopers  are  doing  unnecessary  work,  or  are  making  false 
returns  as  to  work  done.  There  can  be  no  doubt  that  the 
Cooperage  Department  requires  very  careful  watching,  as 
a  great  amount  of  money  is  frequently  wasted  there. 

Of  late  years  Brewery  Accounts  have  become  decidedly 
more  complicated,  owing  to  the  great  development  of  the 
trade  in  bottled  beer,  and  a  few  weeks  ago,  at  the  extra- 
ordinary general  meeting  of  a  large  London  Brewery,  the 
chairman  stated  that  part  of  the  decrease  in  the  sales  was 
due  to  the  competiti  ^n  of  bottled  beer.  All  up-to-date 
brewers  are  obliged  now  to  pu^  this  bottling  trade  as 
much  as  .possible  to  prevent  outside  competition,  and,  as 
a  consequence,  it  becomes  necessary  tu  have  an  efficient 
system  of  Bottling,  Stock,  and  Sales  Books,  to  prevent 
waste  and  fraud  ;  and  owing  to  the  practical  impossibility, 
in  many  centres,  of  charging  for  and  recovering  the  cost  of 
bottles  not  returnei,  great  care  has  to  be  given  to  the 
piompt  collection  of  bottles. 

First,  a  Bottling  Book  is  absolutely,  necessary,  so  that 
all  cask  beer  sent  to  bottling  stores  can  be  traced  and 
checked  with  the  resulting  dozens  of  pints  and  half-pints^ 
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aad  so  zeduce  waste  in  bottling  to  a  minimum.  On  the 
left-hand  side  are  columns  for  Date  received  into  stores, 
and  Number  of  each  cask,  followed  by  columns  for  the 
▼arions  kinds  of  beer,  &c. — such  as  Guiness,  Bass,  A.  K., 
and  Cider.  These  are  denoted  in  barrels,  with  a  Total 
barrels  received  column,  and  next  to  that  a  column  for 
the  number  of  dozens  of  pints  they  should  produce.  On 
the  other  side  tfre  columns  for  Date  bottled,  and  for  the 
various  kinds  of  beer,  divided  into  pints  and  half-pints, 
followed  by  columns  for  Stock  Book  Folio,  Total  amount 
bottled  in  pints.  Surpluses  and  Deficiencies,  and  a  Total 
dozens  of  pints  column,  which  will  then  agree  with  the 
debit.  If  every  barrel  received  is  allowed  a  line  to  itself 
the  resulting  dozens  will  appear  opposite,  and  the  surplus 
and  deficiency  on  each  barrel  bottled  can  be  ascertained  at 
a  glance.    This  book  is  kept  in  the  bottling  stores. 

The  next  book  necessary  is  a  Bottled  Beer  Stock  Book, 
which  must  be  kept  in  the  office,  to  act  as  a  check  on  the 
Bottling  Book  and  the  department  generally.  The  Bottled 
Beer  Stock  Book  can  be  so  arranged  as  to  have  a  separate 
page,  or  pages,  for  each  class  of  beer  bottled,  with  columns 
for  pints  and  half-pints.  The  total  amount  bottled  day  by 
day  is  debited  from  the  Bottling  Book,  and  on  the  credit 
side  is  entered  the  total  quantity  of  sales  of  that  kind  of 
beer  in  weekly  totals,  as  shown  by  the  Bought  Beer  Sales 
Day  Book.  If  preferred,  a  larger  book  can  be  provided, 
with  columns  on  the  debit  and  credit  side  for  each  class  of 
beer,  in  pints  and  half-pints,  and  the  whole  Stock  Account 
shown  in  one  opening.  Stock  should  be  taken  every  month, 
and  difiFerences  inquired  into  and  adjusted.  Full  details 
should  be  reported  by  the  stores  of  waste  owing  to 
breakage  or  other  causes. 

The  Bottled  Beer  Sales  Book  may  be  in  three  different 
forms,  according  to  whether  (i)  Bottles  are  charged  and 
included  in  the  price  of  the  beer,  and  monthly  payment 
of  the  balance  of  the  account  insisted  upon ;  (2)  Whether 
bottles  are  charged,  but  monthly  payment  for  balance  of 
same  not  insisted  upon;  or  (3)  Whether  bottles  are  not 
charged  for  at  all. 

As  regards  the  first,  it  is  found  in  practice  that  if  the 
charige  for  bottles  is  shown  on  the  invoice  separately  from 
the  beer,  and  statements  are  sent  accordingly,  the  customer 
will  only  pay  for  the  Beer  Account.  It  is  therefore  neces- 
sary that  no  distinction  should  be  made  on  the  invoices 
or  statements;  but  it  is  clear  that  the  Sales  Day  Book 
must  show  how  much  is  for  bottles  and  how  much  for 
beer.  Kach  page  is  therefore  divided  into  the  following 
columns :  — ^Date,  Reference,  Name  of  Customer,  Cases 
(divided  ittto  i  doz.,  2  doz.,  &c.),  Ledger  Folio,  Total  of 
Invoice.  Then  follows  the  Analysis  columns,  first  for 
Bottles,  Quantities,  and  Value,  followed  by  those  for  Beer 
Sales    (divided    into,    say,    Guiness,    Pints,    Half-pints, 


jf  s.  d. ;  A.  K.,  Pints,  Half-pints,  £  s.  d.,  and  so  on).  On  the 
same  page  are  columns  for  Returned  Cases  and  Bottles 
(pints,  half-pints,  £  s.  d.),  as  the  carmen  will  nearly 
always  bring  back  empties.  Full  bottles  returned  will 
be  entered  at  the  end  of  the  book,  or  in  a  Returns  Book. 

In  the  second  case  the  columns  are  the  same,  except  that 
another  column  is  introduced  after  the  column  for  Analysis 
of  Sales,  and  headed  total  of  Beer  Sold,  and  the  column 
for  "Total  of  Invoice"  is  omitted.  This  is  because  the 
amount  for  bottles  and  the  amount  for  beef  are  shown 
separately  on  the  Invoice  and  Delivery  Note,  and  will  be 
shown  separately  in  the  customers*  accounts  in  the  Sales 
Ledger,  which  Ledger  must  be  provided  on  both  sides  with 
columns  for  Cases  and  Jars,  Bottles,  Pints  and  Half-pints, 
with  £  s.  d.  column,  and  a  Sundries  column  £  s.  d.  only. 

In  the  third  case  the  book  is  the  same  as  No.  2,  but  there 
will  be  no  money  column  for  the  bottles,  only  quantities, 
and  on  the  Returns  portion  of  the  page  no  money  column 
at  all. 

I  draw  your  attention  to  one  very  important  point  when 
bottles  are  charged  and  paid  for,  as  ezplaiiked  in  the  first 
case  referred  to  above,  and  that  is  when  bottles  are  stated 
by  the  carman  to  have  been  returned  and  are  shown  on  his 
Credit  Note  counterfoils.  The  bottles  rniui  be  seen  and 
counted  by  some  other  person  or  persons,  as  they  are 
equivalent  to  cash,  and  a  carman,  by  collusion  with  a 
customer,  might  credit  the  latter  with  bottles  which  had 
never  been  returned,  or  might  retain  cash  paid  him,  and 
make  an  entry  for  bottles  returned  to  make  up  the 
deficiency. 

The  money  totals  of  the  bottles  sent  to  customers  under 
the  first  two  cases  mentioned  are  credited  to  a  "Bottles 
Charged  to  Customers'  Account "  in  the  Impersonal 
Ledger,  and  this  account  debited  with  the  value  of  all 
returned  bottles.  They  must  not  be  credited  and  debited 
to  the  asset  account  for  "  Bottles,"  as  the  bottles  have  not 
really  been  sold. 

I  think  I  have  now  exhausted  the  list  of  special  books  of 
account  necessary  at  a  brewery,  but  there  are  several  very 
useful  statistical  and  other  books  in  daily  use.  I  propose 
to  refer  briefly  to  those  of  a  more  special  nature. 

Lease  Book,  for  leases  granted  by  the  brewery  to  tenants. 
This  book  contains  full  details  of  leases.  The  book  should 
contain  room  for  notes  as  to  where  the  deeds  are,  as  they 
may  be  deposited  with  the  bankers  or  trustees  for  deben- 
ture-holders as  security,  or  have  been  sent  to  the  solicitors 
temporarily.  If  there  are  many  houses  belonging  to  the 
brewery  a  separate  page  should  be  devoted  to  each  year,  so 
that  a  lease  expiring  in,  say,  19x0,  could  be  entered  on  the 
page  set  aside  for  leases  expiring  in  that  year.  It  is  very 
important  for  the  management  tu  know  when  a  lease  is 
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reaching  its  limit,  as  probably  the  tenant's  account  for 
Beer,  Rent,  Loans,  &c.,  should  be  reduced  unless  security 
has  been  deposited. 

If  the  brewery  possesses  leaseholds,  a  record  of  these 
should  be  kept,  with  a  separate  page  for  each  year.  The 
manager  can  then  easily  see  when  the  leases  will  expire, 
and,  if  he  thinks  necessary,  open  negotiations  in  good  time 
for  their  renewal,  or  for  the  purchase  of  the  property. 

Customers'  Quarterly  Balanees  Book. — If  the  company 
deals  in  wines  and  spirits  and  mineral  waters  probably 
separate  Sales  Ledgers  will  be  kept.  In  addition  to  those 
Ledgers  and  the  Beer  Ledger  there  are  often  separate 
I^edgers  showing  loans  and  rents.  Under  those  circum- 
stances it  is  clear  that  in  the  aggregate  a  customer's 
account  may  gradually  increase  to  a  dangerous  extent,  and 
it  is  only  by  bringing  all  the  items  together  at  stated 
periods,  and  finding  the  total  owing  from  each  customer, 
that  a  proper  supervision  can  be  exercised.  The  Quarterly 
Balances  Book  is  designed  for  this  purpose,  and  contains 
columns  for  the  following,  with  Folio  column  for  each :  — 
Beer  (sub-divided,  if  necessary,  into  Bottles  and  Money), 
Wines  and  Spirits,  Mineral  Waters,  Loans,  Interest,  and 
Rent,  with  a  column  for  Total  amount  owing. 

A  space  is  left  after  the  total  for  such  notes  as  "  Date  of 
expiration  of  lease,"  Security,  or  Manager's  instructions 
as  to  the  steps  to  be  taken  to  reduce  the  total  owing. 

Grains. — ^A  careful  check  should  be  kept  on  grains,  as  i 
otherwise  opportunities  occur  for  leakage  where  small 
quantities  are  sold  for  cash.  The  book  has  columns  fox 
Date,  Total  Grains  from  Mash  (this  checked  and  signed  for 
by  brewer),  Date  sold,  To  whom.  Quantity,  Price,  and 
money  columns  for  Cash  Sales,  Credit  Sales,  and  Grains 
sent  to  Stable.  A  column  is  also  provided  for  Quantity 
destroyed  (if  any).  All  grains  sold  for  cash  should  be 
entered  in  a  Duplicate  Cash  Sales  Ticket  Book,  and  Credit 
Sales  and  Sent  to  Stable,  &c.,  in  a  similar  book.  The 
carbon  copies  axe  given  to  the  customers,  and  no  grains 
should  be  delivered  by  the  man  in  charge,  except  in 
exchange  for  such  tickets.  When  grains  are  sold  by  con- 
tract the  matter  is  much  simplified. 

Now  with  regard  to  some  of  the  Ledger  Accounts  them- 
selves, Discounts  on  Sales  have  a  separate  account,  which 
is  always  a  very  heavy  one  in  a  brewery,  and  a  reserve 
must  be  raised  for  Discounts  on  Debtors  as  near  the  actual 
figure  as  possible.  An  average  rate  is  very  difficult  to 
arrive  at,  unless  debtors  for  free  trade  are  kept  distinct 
from  private  and  tied  trade ;  and,  again,  such  accounts 
must  not  include  Charges  for  Bottles,  Loans,  and  Rents,  as 
these  latter  are  not  subject  to  discounts.  The  most  accurate 
method  is  to  note  the  discount  to  be  allowed  against  every 
debtor,  or  group  of  debtors,  or  have  the  list  of  balances 


provided  with  columns  headed  25  per  cent.,  10  per  cent., 
5  per  cent.,  &c.,  and  place  in  such  columns  the  amounts 
which  are  subject  to  those  discounts. 

A  separate  account  should  be  kept  for  Income-tax, 
Schedules  A  and  D,  as  these  must  not  be  charged  against 
profits  when  making  a  return  for  income-tax.  Another 
income-tax  point  is  that  no  repairs,  rents,  &c.,  connected 
with  houses  not  in  own  possession  are  to  enter  into  a 
return  under  Schedule  D,  therefore  separate  Rent  Accounts 
shculd  be  kept  for  each  property  let,  to  which  Repairs  are 
also  charged. 

Accounts  should  be  opened  for  each  kind  of  sale  of 
residual  products — such  as  Grains,  Spent  Hops,  &c. — then 
any  decrease  in  the  amounts  or  the  entire  absence  uf 
certain  sales  would  attract  attention. 

Accounts  for  carriage  inwards  must  be  carefully 
analysed,  and  the  carriage  on  materials  charged  to  their 
proper  Material  Accounts — Carriage  on  Plant  to  Plant 
Account,  on  Casks  to  Casks  Account,  and  so  on. 

If  large  plate-glass  mirrors  and  tablets  are  fixed  up  by 
the  brewer  in  licensed  houses  a  separate  account  should  be 
opened  for  these  instead  of  placing  them  to  Advertising 
Account,  as,  if  desired,  the  cost  can  be  written  off  over  a 
term  of  years.  Of  course,  satisfactory  evidence  must  be 
produced  to  the  auditors  to  prove  that  they  remain  the 
property  of  the  brewery. 

The  form  of  the  Profit  and  Loss  Account  calls  for  no 
special  comment,  except  that  costs  of  delivery  should  be 
grouped  together,  and  include  Stable  Wages,  Vans  and 
Harness  Repairs  and  Depreciation,  Horses  (Depreciation, 
Fodder),  Carriage  Outwards,  &c.  Bottled  Beer  Depart- 
ment Expenses,  and  Depreciation  of -Bottles,  Stoppers,  and 
Plant  should  be  grouped  also,  as  should  Cooperate 
Department,  including  Cooperage  Wages  and  Materials, 
and  Depreciation  of  Casks. 

I  have  not  dealt  with  the  many  points  connected  with 
Managed  House  Accounts,  as  one  could  almost  give  a 
lecture  on  those  alone.  I  may  merely  mention  that 
separate  Profit  and  Loss  Accounts  are  opened  for  each 
house  under  management,  debited  with  beer  supplied 
(usually  at  tied  house  prices),  and  the  discount  credited 
each  month  or  quarter.  Stock  is  taken  periodically  by  an 
official  from  the  brewery,  and  constant  supervision  is 
absolutely  necessary. 

Accounts  are  opened  in  the  Sales  Ledger  for  beer  sup- 
plied to  men  and  given  away  to  customers,  and  entries 
for  same  passed  through  the  Sales  Day  Book.  The  total 
amount  is  transferred  at  the  end  oi  the  year  to  an 
Impersonal  Ledger  Account. 

If  a  bottled  beer  trade  is.  being  |:arried  on«  the  cost  of 
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labds,  &c.,  should  be  kept  distinct  from  the  ordinary  Sta- 
tionery and  Printing  Account,  and  corks  for  bottles  should 
also  be  kept  distinct. 

The  arrangement  of  the  Balance  Sheet  calls  for  no  par- 
ticular comment,  except  that  the  Cr.  balance  on  the 
account  for  "Bottles  Charged  to  Customers"  should  be 
deducted  from  the  total  amount  of  the  debtors,  in  the 
same  way  as  Reserve  for  Bad  Debts  is  treated.  The  reason 
for  this  is  that  the  debtors'  accounts  contain  charges  for 
bottles,  and  such  debits  will  not  eventually  become  a  cash 
asset,  as  the  greater  number  of  the  bottles  will  be  returned 
to  the  brewery  in  due  course.  This  arrangement  is  par- 
ticularly necessary  when  the  bottles  are  chained  for  and 
included  in  the  price  per  dozen,  and  monthly  payments  for 
same  insisted  upon.  When  the  bottles  are  charged  for  and 
shown  as  separate  items  in  the  statements  sent  in,  and 
therefore  shown  in  separate  columns  in  the  Sales  Ledger, 
of  course  the  debtors  for  bottles,  as  apart  from  beer,  will 
be  set  out  on  the  Balance  Sheet  separately. 

I  now  come  to  the  question  of  Audits,  but  my  remarks 
must  necessarily  be  brief.  I  do  not  propose  troubling  you 
with  any  remarks  as  to  the  points  common  to  most  audits 
and  stocktakings,  but  shall  deal  only  with  those  of  a 
rather  special  nature,  or  peculiar  to  breweries. 

First,  as  regards  Stocktaking.  The  question  of  beer  in 
course  of  manufacture  must  not  be  overlooked.  It  is  best 
to  leave  it  entirely  out  of  the  stock,  as  otherwise  the 
▼arioas  Beer  Stock  Accounts  will  not  agree  with  the  total 
ootpot,  as  the  beer  will  not  have  been  debited  to  such 
Stock  Book.  In  this  case,  of  course,  the  cost  of  materials 
ased»  or  partly  used,  for  the  beer  in  course  of  manufacture 
most  be  treated  as  though  such  materials  were  in  stock. 

As  an  alternative  the  beer  when  finished,  say,  on  October 
3rd,  can  betaken  into  stock  as  though  it  were  finished  on 
September  30th,  and  the  Stock  Accounts  debited,  and  the 
outpnt  increased  accordingly.  The  actual  stock  of 
materials  need  not  then  be  adjusted  in  any  way. 

The  Debtors  for  Beer,  Rent,  Loans,  and  Interest  will 
require  very  careful  watching.  It  is  not  unconmion  to  find 
that  in  a  large  town  when  the  tenant  di  a  small  private 
dv^ling,  or  part  of  one,  has  exhausted  his  credit  with  one 
brewery,  he  promptly  starts  running  an  account  with 
another  firm,  or  even,  having  dealt  off  one  agent,  goes  to 
another  agent  of  the  same  firm,  and  then  eventually  owes 
a  sum  far  greater  than  he  can  possibly  pay. 

It  not  infreqaently  happens  that  the  reason  why  accounts 
for  goods  sold  by  agents  do  not  get  paid  promptly  is 
the  agent  has  bought  goods  for  himself  from  the 
I  and  is  {tactically  nmning  contra  accounts  with 
them.    Tbe  sooner  such  an  agent  is  dismissed  the  better, 


as  it  is  certain  that  the  interests  of  the  brewery  will  not  be 
best  served  by  an  agent  in  pecuniary  difiiculties.  Bad 
debts  will  result,  if  nothing  worse. 

The  barrel  age,  as  shown  by  the  Beer  Trading  Account, 
should  be  carefully  verified  by  comparison  with  the 
brewery  books  and  certified  stocks,  and  the  waste  ascer- 
tained, which  in  turn  should  be  compared  with  the  total 
deficiency  as  shown  by  the  Beer  Stock  Book.  The  per- 
centage of  waste  on  the  quantity  brewed  should  be  cal- 
culated and  compared  with  that  of  previous  years. 

The  Grains  and  Yeast  Sales  should  be  verified  in  whole 
or  in  part,  and  the  Grains  Book  and  Grains  Cash  Sales 
Counterfoil  Book  examined. 

The  cost  per  barrel  of  all  materials  used  must  be  cal- 
culated, and  inquiry  made  as  to  the  reason  of  any  increase 
or  decrease.  Also  by  working  out  the  Costs  of  Delivery, 
Travellers'  and  other  Expenses,  &c.,  many  interesting 
points  may  arise,  and  should  be  brought  before  the 
management,  who  usually  much  appreciate  that  part  of  an 
auditor's  work,  whatever  they  may  think  of  the  vouching 
and  general  routine  work  of  an  audit. 

Stocks  of  hops  lying  at  factors,  or,  as  is  now  quite 
common,  at  cold  stores,  should  be  certified  to  by  the 
persons  in  whose  charge  they  are. 

The  totals  of  all  accounts  for  sales  of  by-products  should 
be  carefully  compared  with  those  of  previous  years,  and 
percentages  of  such,  based  on  the  amount  of  beer  manu- 
factured, will  be  found  very  useful,  especially  in  detecting 
fraud  or  neglect. 

The  liabilities  for  the  last  month's  Duty,  Travellers'  and 
Agents'  Commission,  Rent  of  Cold  Store,  &c.,  must  not  be 
overlooked,  and  particular  attention  should  be  devoted  to 
ascertaining  if  there  are  any  outstanding  accounts  for 
repairs  and  alterations  to  houses  situated  some  distance 
from  the  brewery.  I  have  found  that  in  country  districts 
the  builder  and  decorator  is  very  slow  in  delivering  his 
accounts  for  work  done,  especially  if  he  has  an  account 
open  against  him  for  beer  bought  from  the  brewery. 

The  question  of  the  value  of  loans  to  tenants  on  the 
security  of  licensed  houses  is  at  present  attracting  a  very 
great  amount  of  attention  on  the  part  of  investors  in 
brewery  concerns,  and  it  is  likely  to  do  so  still  more  in 
the  future.  One  has  only  to  read  the  recent  reports  of 
some  of  the  large  brewery  companies  to  see  that  there  is 
very  real  cause  for  anxiety.  Loans  have  been  advanced  to 
tenants  or  owners  of  houses  during  the  time  of  the  boom 
in  licensed  houses,  when  values  had  become  absurdly 
inflated,  and  now  it  is  found  that  the  tenants  are  unable 
to  reduce  the  amount  of  such  loans,  or  even  to  pay  the 

interest  in  full.    No  doubt  this  has  be^^rought  about 
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partly  through  the  recent  depression  in  trade,  and  partly 
through  the  gradual  increase  in  temperance  on  the  part  of 
the  general  public,  but  it  is  a  fact  that  during  the  boom  in 
question,  when  the  same  houses  in  London  wero  changing 
hands  almost  daily,  each  time  at  an  enhanced  price, 
tenants  borrowed,  and  brewers  granted  large  loans  by 
which  the  tenants  were  tied,  and  which  enabl«d  them  to 
enter  into  possession,  when  it  was  clear  to  impartial 
observers  that  the  net  profit  on  the  trade  done  at  many  of 
the  houses  was  not  sufficient  to  pay  the  interest  on  the 
loans,  let  alone  the  private  expenses  of  the  tenants.  Many 
brewers  thought  they  were  threatened  with  great  losses  of 
trade  when  they  saw  the  free  houses  being  bought  by  their 
rivals,  and  so  matters  went  on  until  the  inevitable  reaction 
occurred,  and  now  many  of  them  find  themselves  with 
loans  on  which  they  cannot  obtain  the  full  interest,  and 
when  they  try  to  obtain  repayment  of  the  capital  are  faced 
with  the  fact  that  the  houses  at  present  are  not  worth  even 
the  amount  of  the  mortgages. 

I  think  with  the  improvement  in  trade  the  prices  of 
houses  will  go  up,  but  even  then  probably  many  of  the 
properties  will  never  reach  the  extraordinary  prices  of  a 
few  years  back. 

I  have  before  me  the  report  of  one  of  the  large  London 
breweries,  owiuxig  1,200  houses  there,  and  they  admit  a 
loss  on  loans  alone  of  no  less  than  jf^i, 700,000,  With  a 
further  huge  capital  loss  owing  to  the  depreciation  of  the 
prices  of  licensed  premises,  and  they  now  propose  to 
reduce  the  capital  by  no  less  a  sum  than  £^,3^,o$7t  being 
75  per  cent,  of  their  deferred  ordinary  capital.  Inci- 
dentally, they  attribute  part  of  the  decrease  in  sales  (about 
14  per  cent,  compared  with  1900)  to  the  competition  of  the 
bottled  beer  trade,  which  emphasises  my  point  that 
breweries  must  more  and  more  develop  that  branch  of 
their  business,  and  those  who  have  not  taken  it  up  will  be 
practically  obliged  to  do  so. 

Well,  gentlemen,  this  question  of  the  value  of  loans  to 
tenants,  as  shown  by  the  books,  is  a  very  serious  one  for 
auditors  to  consider,  as  at  many  brewery  audits,  certainly 
in  London,  the  point  will  arise,  and  doubtless  you  will 
consider  it  necessary  to  draw  attention  to  it  in  your  r^ort 
to  the  shareholdersj  unless  the  directors  or  owners  have 
dealt  with  the  position  in  a  manner  that  meets  with  your 
approval. 

I  would  draw  your  serious  attention  to  one  very 
ingenious  method  of  attempting  to  hide  the  true  position 
from  auditors  and  shareholders  alike.  I  have  reason  to 
believe  it  is  not  confined  to  one  brewery  alone,  and  it  is 
one  by  which  it  is  perhaps  hoped  to  avoid  the  dtastic 
measures  adopted  by  the  brewery  company  referred  to 
above. 


This  method  is  simple.  A  tenant  with  a  heavy  loan  at 
5  per  cent,  comes  to  the  manager,  and  informs  him  he 
cannot  continue  to  keep  up  his  interest  payments,  and 
cannot  repay  part  of  his  loan.  Knowing  the  house  would 
not  fetch  the  amount  of  the  loan,  and  that  another  tenant 
cannot  be  found  who  will  take  over  the  loan,  he  informs 
the  tenant' that  his  interest  will  be  reduced  to  2%  per  cent., 
but  that  the  loan  will  remain  at  the  same  figure.  Now, 
this  can  only  mean  one  thing — ^that  is,  that  the  loan,  as  a 
loan,  is  worth  much  less  than  the  figure  at  which  it  stands 
on  the  books,  and  it  behoves  auditors  to  see  that  they  are 
not  deceived  as  to  the  value  of  such  loans  because  interest 
continues  to  be  paid  upon  them. 

In  this  connection  I  should,  perhaps,  mention  that  the 
loans  made  by  London  breweries  must  apparently  be 
divided  into  three  classes.  I  say  London  breweries, 
because  I  am  not  certain  whether  the  system  adopted, 
unwillingly,  I  believe,  by  the  London  brewers  is  in-  vogue 
in  other  towns  or  districts. 

The  three  classes  I  refer  to  are :  — 

(i)  Ordinary  Loans,  say,  to  assist  a  new  tenant. 

(2)  Loans  to  Owners  or  Tenants  of  Free  Houses  to 
obtain  their  trade. 

(3)  Loans  to  Tied-house  Tenants  on  Security  of 
Freeholds.  This  head  includes  the  greater  number 
of  those  which  are  causing  so  much  trouble 
at  present.  They  arise  because  the  magistrates 
usually  insist  that  the  license  holder  shall  have  a 
substantial  interest  in  the  house  itself.  Therefore 
the  brewers  sell  the  houses  to  the  tenants,  and  lend 
them  the  money  with  which  to  purchase  such  houses. 
In  other  words,  they  are  mere  book  entries,  crediting 
the  Property  Accounts  and  debiting  "Tenants*  Loan 
Accounts,"  and  it  remains  so,  except  as  regards  pay- 
ment of  interest,  until  the  tenant  leaves — or  fails.  A 
small  deposit  is  usually  made  by  the  tenant. 

It  is  now  contended,  and  I  have  seen  counsel's  opinion 
on  the  subject,  that  if  the  tenants  cannot  continue  to  pay 
interest,  and  the  loans,  or  part  of  them,  have  to  be  written 
off,  then,  instead  of  treating  the  items  as  revenue  losses, 
they  may  be  written « back  to  the  original  Property 
Accounts  as  representing  the  cost  of  such  properties.  This 
is  probably  correct,  so  long  as  the  sales  to  the  tenants  do 
not  exceed  the  original  prices  paid  for  the  properties. 

I  had  intended  to  give  you  a  few  further  remarks  upon 
audits,  and  on  the  question  of  compensation  and 
levies  under  the  new  Licensing  Act,  but  I  am  afraid 
I  have  already  trespassed  enough  on  your  patience; 
but  my  only  excuse  is  the  extreme  difficulty  of  compress- 
ing into  a  paper  of  reasonable  length  the  accounts  of  such 
an  extensive  and  complex  business  as  that  of  a  brewery. 
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If  any  of  you  think  those  questions  of  sufficient  import- 
ance, and  desire  to  know  more  about  them,  and  to  study 
the  various  fonns,  I  can  only  refer  you  to  the  book  I  have 
written  for  "  The  Accountants'  Library  Series/'  which  will 
be  published  shortly,  as  one  lecture  cannot  cover  anything 
like  the  whole  ground. 


flew  Iforli  State  Societs. 


The  Quefftion  of  Admitting  Outside  Members. 

At  the  December  meeting  of  the  New  York  State 
Society  of  Certified  Public  Accountants  the  extension  of 
membership  privileges  was  the  subject  of  discussion. 
Speeches  were  made  by  Messrs.  John  R.  Loomis,  How, 
R.  M.  Chapman,  Suffem,  Ryan,  Gottsberger,  Weiss,  Rose, 
and  Co<A.  The  final  vote,  by  a  large  majority,  rejected 
the  proposed  amendment  to  the  bye-laws  admitting  to 
membership  in  the  Society  Certified  Public  Accountants  of 
other  States.  About  fifty  members  were  present,  President 
Farquhar  J.  MacRae  in  the  chair. 

Mr.  Loomis,  who  proposed  the  amendment,  spoke  as 
follows  in  its  favour :  Mr.  President,  at  the  last  meeting  of 
our  Society,  conforming  to  the  requirements  of  the  Bye- 
laws,  I  gave  written  notice  that  it  was  my  intention  to 
ofifier,  at  the  next  legulair  meeting,  a  motion  for  an  addition 
to  be  made  to  Section  3  of  the  Bye-laws  having  to  do  with 
the  qualifications  for  membership,  such  addition  to  be, 
'Any  persan  holding  a  Certified  Public  Accountant 
'certificate  under  the  laws  of  any  State  other  than  New 
^York,  and  who  is  in  the  active  practice  of  his  profession 
*as  a  public  accountant,  and  who  resides  or  has  a  place 
'of  business  in  the  State  of  New  York,  may  become  a 
'member  of  this  Society."  I  therefore,  Mr.  President, 
now  make  this  moticHi :  That  Section  3  of  the  Bye-laws  of 
this  Society,  having  to  do  with  the  qualifications  of  mem- 
bership, be  amended  by  adding  the  words,  "Any  person 
"^  holding  a  Certified  Public  Accountant  certificate  under 
'  the  laws  of  any  State  other  than  New  York,  and  who  is  in 
*tbe  actiTe  practice  of  his  professicHi  as  a  public  account- 
'aat,  and  who  resides  or  has  a  place  of  business  in  the 
'State  of  New  York,  may  become  a  member  of  this 
'Society,'*  the  section  as  a  whole  when  amended  to  read : 
"Any  persoa  holding  a  certificate  from  the  University  of 
*tha  State  of  New  York  as  a  Certified  Public  Accountant 
'in  good  standing  may  become  a  member  of  this  Society. 
'Any  person  holding  a  Certified  Public  Accountant  certifi- 
'catte  under  the  laws  of  any  State  other  than  New  York, 
'and  who  is  in  the  active  practice  of  his  profession  as  a 
'public  accountant,  aod  who  xesides  or  has  a  place  of  busi- 


"ness  in  the  State  of  New  York,  may  become  a  member 
"of  this  Society.  The  application  of  any  person  desirous 
"  of  becoming  a  member  must  be  approved  in  writing  by  a 
**  majority  of  the  Committee  on  Admissions,  and  such  per- 
"  son  may  then  be  admitted  by  a  majority  vote  of  the  Board 
"of  Directors  at  any  meeting."  In  submitting  this  motion 
for  the  thoughtful  consideration  of  the  members  present,  I 
should  like  to  state  briefly  a  few  of  the  reasons  influencing 
me.  I  am  a  firm  believer  in  the  importance  of  cultivating 
and  encouraging  the  idea  of  fraternal  and  reciprocal  rela- 
tions between  the  various  C.P.A.  Societies  of  the  several 
States.  New  Jersey  has  recognised  this  principle  of 
reciprocity  and  has  incorporated  it  in  its  law.  Illinois 
recognises  it  also.  Ohio,  in  the  draft  of  its  proposed  Bill, 
recognises  this  principle  more  broadly  than  any  other 
State  has  done,  going  so  far  as  to  make  provision  for  the 
issuance  of  a  certificate  as  a  Certified  Public  Accountant 
to  any  person  holding  a  valid  certificate  as  a  C.P.A.  under 
the  law  of  any  other  State.  Our  State  does  not  recognise 
this  principle,  much  to  our  regret.  I  say  "our  regret  "  for 
the  reason  that  not  long  ago  our  board  of  directors  gave 
much  thought  to  the  advisability  of  asking  the  Legis- 
lature to  so  amend  the  law  as  to  permit  the  Board  of 
Regents  to  issue  certificates  to  any  person  holding  a 
similar  certificate  from  any  other  State  who  had  an  ofiice 
for  the  conduct  of  his  business  in  this  State.  It  did  not, 
however,  seem  good  policy  at  the  time  to  press  this 
matter.  I  feel  great  respect  for  the  certificate  issued  by 
any  State.  For  this  reason,  I  have  no  objection  to  the 
use  by  anybody  of  his  title,  without  qualification,  as 
C.P.A.  anywhere.  ,We  have  within  our  State  a  few  gentle- 
men actively  engaged  in  the  practice  of  their  profession 
as  public  accountants  who  hold  certificates  as  C.P.A.'s 
under  the  laws  of  other  States,  whose  chief  places  of 
business  or  residences,  or  both,  are  here.  They  are 
subject  to  practically  no  control  or  restraint  through  any 
provision  of  our  law  or  rules  and  regulations  of  our 
Society.  These  gentlemen  are  of  the  highest  character 
and  ability,  and  are  an  honour  to  the  profession.  No  men 
have  worked  harder  or  accomplished  more  for  the  advance- 
ment of  the  profession  than  they,  yet  there  is  no  way  by 
which  they  may  obtain  certificates  under  our  law,  or 
become  eligible  for  membership  in  our  Society,  except 
by  submitting  to  a  certain  prescribed  examination.  It  does 
seem  to  nw  that  if  we  meet  this  matter  in  a  liberal  and 
generous  manner,  and  give  such  persons  the  opportunity 
of  becoming  memibers  of  our  Society,  we  will  have  accom- 
plished much  that  is  desirable  which  would  take  years  to 
accomplish  through  legislation.  The  moment  such  persons 
become  members  they  are  under  the  control  of  the  Society, 
and  subject  to  its  rules  and  regulations.  One  great  object 
of  our  organisation  is  the  protection  and  control  of  all 
C.P.A.  certificates,  and  how  can  this  be /done  exceptfby 
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bringing  all  under  its  rules  and  regulations,  and  subject 
to  its  discipline?  The  position  assumed  by  this  Society 
in  this  matter  will,  I  believe,  be  followed  by  other 
Societies,  and  we  shall  be  able  to  accomplish  among  our- 
selves much  towards  advancing  the  interest  of  the  profes- 
sion and  the  protection  of  our  certificate — much  that  we 
must  fail  to  accomplish  if  we  waited  for  necessary  changes 
in  our  law.  Other  Societies  look  to  the  New  York  State 
Society  to  take  the  lead,  and  they  have  the  right  to  expect 
that  we  will  adopt  a  liberal  and  generous  policy  towards 
all  persons  holding  certificates  under  the  law  of  other 
States  who  may  come  into  our  midst  and  take  up  their 
abode  with  us.  In  my  judgment  this  is  a  most  important 
motion,  and  if  favourably  considered  I  sincerely  believe 
will  work  greatly  to  the  advantage  of  the  Society  and  to 
the  best  interests  of  the  profession. 

The  objections  of  those  opposed  to  the  amendment  were 
expressed  as  follows  by 

Mr.  H.  R.  M.  Cook :  Mr.  President,  it  is  usually  a  great 
pleasure  to  agree  with  any  proposition  suggested  by  my 
friend  Mr.  Loomis.  He  is  one  of  the  altruistic  kind,  who 
is  always  endeavouring  to  do  something  for  the  benefit  of 
mankind  in  general  or  else  of  some  one  particulax  man. 
I  have  endeavoured  at  times  to  follow  Mr.  Loomis  and  to 
endeavour  to  emulate  him  in  his  noble  ideas,  but  he  has 
gone  so  far  beyond  me  in  this  particular  instance  that  I 
confess  I  am  behind  in  the  race.  Mr.  Loomis  is  of  so 
altruistic  a  nature  that  I  believe  he  would  give  away  will- 
ingly everything  that  he  possesses — his  substanoe,  his  best 
plans ;  in  fact,  everything  of  value,  in  order  to  benefit  his 
friends.  There  is,  however,  a  limit  to  the  altruistic  side 
of  my  nature,  and  I  hesitate  when  I  am  practically 
requested  to  take  leave  of  my  common  sense,  and  donate 
it  broadcast  without,  at  any  rate,  some  slight  return  for  the 
sacrifice.  Mr.  President,  the  amendment  offered  by  my 
altruistic  friend  se^s  to  admit  into  this  Society  any 
person  from  any  State,  provided  he  hold  a  C.P.A.  degree 
from  some  other  State,  and  may  reasonably  allege  that  he 
is  doing  some  business  in  New  York  State.  The  prestige 
of  this  Society  is  given  to  such  a  person  subject  to  the 
mildest  conditions  and  restrictions,  and  the  mantle  of 
fame  and  glory  is  clasped  around  his  shoulders  on  the 
ground  that  it  is  broad-minded  and  a  matter  of  policy  to 
include  in  this  Society  all  alleged  Certified  Public 
Accountants,  no  matter  what  their  qualifications  might 
be.  as  their  number  would  offset  any  discrepancy  in  that 
particular.  The  result  of  the  adoption  of  this  amendment 
might  permit  the  admission  into  this  Society  of  many 
persons  whose  professional,  educational,  and  fundamental 
qualifications  are  much  below  the  standard  or  plajM  pre- 
scribed and  adopted  by  the  University  of  the  State  of  New 
York  as  necetaaiy  for  a  practitioner  to  possess  in  this 


community.     It  is  a  i^lorious  and  indisputable  fact  that 
the  standards  adopted  by  New  York  State  are  far  higher 
in  every  respect  than  the  meagre  requirements  of  the  State 
Boards  of  Examiners  and  other  bodies  belonging  to  other 
States.    The  Certified  Public  Accountant  of  the  State  of 
New  York  is  under  the  wing  of  the  highest  educational 
body  in  the  State,  the  University  of  the  State  of  New  York, 
and  no  other  educational  body  in  this  State  has  any  power 
to  issue  a  similar  degree.     I^et  us  pause  a  moment  and 
reflect  upon  what  might  happen  if  this  tmwise  amendment 
should  be  perpetrated  upon  us.     The  indifferent,  or  even 
incompetent,   practitioner   from   Oshkosh,    Painted   Post, 
North  Dakota,  Oklahoma,  or  some  other  wild  and  woolly 
spot,  who  has  succeeded  in  obtaining  from  the  wild  and 
woolly  board  of  examiners  of  his  wild  and  woolly  State  a 
piece  of  paper  alleging  his  competence  as  a  public  account- 
ant might  be  admitted  into  our  midst,  provided,  of  course, 
that  he  appeared  to  be  a  nice  fellow  and  knew  enough  to 
canjole  my  altruistic  friend  Mr.  Loomis  and  his  friends 
on  the  Admission  Committee  and  Board  of  Directors  of 
this  Society.    As  to  his  actual  qualifications,  I  doubt  very 
much  whether  any  examination  would  be  made  in  order 
to  ascertain  his  merit  and  fitness.     We  all  know  that  as 
yet    legislation   controlling    professional    accountancy    in 
other  States  is  in  only  a  crude  condition ;  and  I  believe 
that  it  is  possible  in  some  places  for  a  man  to  fall  over  i 
stick,  turn  a  somersault,  jump  through  a  hoop,  dance  a 
hornpipe,  or  perform  some  delsarte  movements,  whereby 
he  is  considered  a  fit  subject  upon  whom  to  confer   a 
C.P.A.  degree.  The  possession  of  a  degree  of  this  character 
should  not  admit  a  person  into  this  Society  on  the  same 
plane  as  those  who  have  regularly  obtained  their  degree; 
from  the  University  of  the  State  of  New  York.    In  saying 
this  I  do  not  wish  to  be  understood  as  meaning  that  there 
are  no  worthy  and  qualified  practitioners  outside  of  the 
State  of  New  York.    On  the  contrary,  I  know  of  men  of 
great  experience,  and  whose  qualifications  are  no  doubt 
fully  equ^  to  our  own.    But  what  I  do  maintain  is  this, 
there  is  no  difficulty  whatever  in  such  a  man  obtaining  in 
the  State  of  New  York  in  the  regular  way  from  the  con* 
stituted  authorities  the  same  degree  that* we  hold.    All  I 
ask  is  that  any  persons  admitted  into  this  Society  shall 
possess  the  same  qualifications,   both  professional   and 
educational,  which  we  are  required  to  possess  under  the 
laws,  rules,  and  regulations  governing  the  profession   in 
the  State  of  New  York.    To  permit  less  would  be  a  retro- 
grade movement  on  the  part  of  this  Society,  which  would 
belittle  it  in  the  estimation  of  the  entire  community,  and, 
further,  the  Society  would  stultify  itself  completely.   This 
Society  has  always  stood  for  the  uplifting  of  the  profes- 
sional plane,  and  as  an  instance  of  this  I  need  only  refer 
to  the  existence  of  the  School  of  Commerce,  Accounts,  and 

Finance  established  by  the  efforts  i5Pthis^ociety  in  coix* 
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nection  with  New  York  University.  Of  what  use  would  be 
this  technical  school  to  the  accounting  profession  of  the 
State  of  New  York,  the  object  of  which  school  is  to  educate 
young  men  for  the  C.P.A.  degxee  of  New  York  State,  if 
this  Society  were  to  admit  to  membership  the  indifferent 
or  quasi-incompetent  practitioner,  and  thereby  raise  him 
seemingly  to  the  status  of  those  who  have  obtained  the 
C.P.A.  degree  in  the  State  of  New  York?  Such  action  on 
our  part  would  be  a  direct  blow  to  the  New  York  Univer- 
sity Scho(d  of  Commeroe,  Accounts,  and  Finance,  of  which 
we  acknowledge  paternity,  the  usefulness  and  neoessity  of 
which  we  should  all  acknowledge  and  endeavour  to  foster, 
encourage,  and  support.  I  feel  that  the  amfindmenl  offezed 
by  Mr.  Loomis  is  in  conflict  with  the  professional  and 
educational  conditions  prevailing  in  this  State,  and  in 
order  to  render  his  amendment  more  in  harmony  with  the 
situation,  I  present  herewith  an  amendment  to  his  amend- 
ment. The  combined  amendments,  if  adopted,  would  read 
as  follows: — ^Any  person  holding  a  Certified  Public 
Accountant  certificate  under  the  laws  of  any  State  other 
than  New  York,  and  who  is  in  the  active  practice  of  his 
profession  as  a  public  accountant,  and  who  resides  or 
has  a  place  of  business  in  the  State  of  New  York,  may 
become  a  memrber  of  this  Society,  provided  that  the  Uni- 
versity of  the  State  of  New  York  will  endorse,  in  writing, 
the  certificate  of  said  person  to  the  effect  that  such  certifi- 
cate is  satisfactory  to  said  University,  and  is  equivalent 
to  the  professional  and  educational  standards  prescribed 
in  the  State  of  New  York.  In  presenting  this  amendment 
I  feel  fairly  sure  that  my  friend  Mr.  Loomis  will  offer  but 
slight  objecticm,  foor  the  reason  that  I  believe,  generally 
speaking,  he  stands  for  a  high  professional  plane.  It  is 
only  recently  that  Mr.  Loomis  while  acting  as  State 
Examiner  had  a  difference  of  opinion  with  the  Board  of 
Regents  of  the  University  of  the  State  of  New  York  as  to 
the  granting  of  the  degree  of  C.P.A.  to  certain  persons 
whom  the  Board  of  Regents  deemed  worthy  and  well 
qualified,  and  who  were  not  considered  as  such  by  Mar. 
Loomis  as  State  Examiner.  Whatever  may  have  been  the 
merits  of  the  contention,  the  Board  of  Regents  control  the 
situation,  and  I  mention  this  instance  in  connection  with 
the  particular  matter  under  consideration  in  order  to  evi- 
dence to  this  Society  Mr.  Loomis' s  position  in  maintaining 
a  high  plane.  In  this  instance  his  idea  of  the  professional 
plane  appears  to  have  been  higher  than  that  of  the  Board 
of  Regents,  and  so  positive  was  he,  and  so  fervent  of 
purpose,  that,  figuratively  speaking,  he  was  willing  to  shed 
his  blood  to  maintain  his  principle;  in  other  words,  he 
resigned  his  position  as  State  Examiner  rather  than  recede 
from  his  point.  This  Society  might  be  thrown  into  a  some- 
what paradoxical  or  anomalous  condition  by  the  adoption 
of  the  original  amendment.  We  all  know  that  in  the  recent 
process  of  federalising  the  American  Association  of  Public 


Accountants  the  votes  of  the  outside  States  outnumbered 
the  votes  of  the  State  of  New  York  by,  I  think  the  propor- 
tion between  400  and  15a.  What  a  peculiar  position  for  the 
New  York  State  Society  of  Certified  Public  Accountants  to 
be  placed  in  at  some  future  time,  if  the  C.P.A.'s  of  outside 
States  were  able  to  control  the  professional  affairs  in  the 
State  of  New  York.  And  such  a  condition  would  be  not 
only  possible,  but  probable.  While  I  can  appreciate  the 
benefits  of  the  prestige  and  other  considerations  which 
would  accrue  to  persons  entering  from  other  States,  so  far 
I  have  not  heard  this  evening  one  single  benefit  mentioned 
which  would  accrue  to  the  C.P.A.  profession  of  the  State 
of  New  York.  In  listening  to  the  remarks  which  have  been 
mAde  here  to-night,  I  have  been  struck  forcibly  by  one 
point  which  seems  to  me  to  stand  out  as  clear  as  the  noon- 
day sun.  This  Society  appears  to  contain  two  distinct 
classes  of  members :  on  the  one  hand,  there  are  those  who 
regard  this  institution  as  merely  a  club,  organised  for 
social  and  convivial  purposes;  while,  on  the  other  hand, 
there  is  a  strong  percentage  of  members  of  a  more  serious 
turn  of  mind,  who  look  upon  this  Institution  with  some 
degree  of  veneration  and  respect,  as  representing  the  profes- 
sional side  and  educational  side  of  things ;  in  other  words, 
this  latter  class  regards  it  as  equivalent  in  a  modest  sense 
to  the  Bar  Association.  Personally,  I  stand  with  the  last- 
mentioned  class,  although  possibly  that  class  may  be  in 
the  minority.  I  have  no  excuse  to  offer  for  allying  myself 
to  that  particular  class,  because  I  believe  its  principles  to 
be  right,  and  I  possess  the  courage  of  my  convictions.  It 
is  unnecessary,  I  think,  for  me  to  further  debate  this  ques- 
tion, and  in  conclusion  I  will  only  ask  by  way  of  summing 
up  that  my  friends  who  think  with  me  in  this  matter  shall 
demand  that  no  person  be  admitted  to  membership  in  this 
Society  unless  he  possesses  fully  all  the  qualifications 
which  we  are  required  to  possess,  and  that  his  certificate 
be  endorsed  and  approved  by  the  Regents  of  the  Univer- 
sity of  the  State  of  New  York  as  being  fully  equal  in  pro- 
fessional and  educational  value  to  those  certificates  which 
are  issued  within  our  own  State. 

This  meeting  and  discussion  has  evoked  the  following 
correspondence : — 

The  arguments  as  to  the  general  desirability  of  education 
and  the  statement  that  the  New  York  C.P.A.  degree  is  an 
educational  one  are  quite  in  order  and  are,  of  course,  not 
disputed,  but  they  lose  their  force  when  we  consider  the  fact 
that  many  of  the  New  York  C.P.A. 's  who  possess  the  degree 
through  educational  means  are  either  juniors  or  bookkeepers, 
while  the  greater  number  of  successful  C.P.A.'s  in  active 
public  practice  are  those  who  secured  their  degrees  under  the 
waiver  clause.  It  is  of  interest  to  note  in  this  connection 
that  of  all  the  States  with  C.P.A.  laws  New  York  is  the  only 
one  which  found  it  necessary  to  extend  the  time  limit  of  the 


waiver  clause. 
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It  appears,  however,  that  the  rtal  reason  for  exclusion  is  at 
last  disclosed.  There  may  be  a  melon  cutting  some  day  and 
it  may  be  too  small  to  go  around,  therefore  the  accountant 
who  came  to  New  York  ten  years  ago  cannot  afford  to  give  a 
slice  to  the  accountant  who  moved  in  three  years  ago,  but  he 
must  look  out  for  himself  and  the  "educated  ones  "  solely. 

I  am  afraid  the  "  New  York  C.P.A."  is  doomed  to  dis- 
appointment. Under  such  conditions  there  will  be  no  melon 
at  all.  No  law  so  obviously  unfair  will  pass  the  Legislature 
when  its  real  purpose  is  shown.  The  majority  of  the  more 
prominent  men  at  Albany  are  lawyers,  and  it  will  be  very 
easy  to  convince  them  that  any  legislation  granting  special 
privileges  to  New  York  C.P.A. 's  is  distinctly  unjust  to  a  large 
numl}er  of  the  citizens  of  the  State.  When  the  proposed 
legislation  is  asked  for,  we  can  imagine  the  smiles  of  the 
legislators  when  they  are  shown  the  true  inwardness  of  it, 
and  the  "  little  joker"  appears. 

For  many  years  in  England,  every  effort  to  have  such  a 
Bill  passed  by  Parliament  has  been  unsuccessful  in  spite  of 
the  strength  of  the  Institute,  and  we  are  evidently  off  on  the 
same  destructive  game  in  spite  of  all  the  warnings  we  have 
had  from  both  the  English  societies. 

Surely  it  cannot  be  claimed  that  accountancy  in  a  few 
years  has  passed  law  in  its  educational  preparation.  Yet 
the  lawyer  from  another  State  can  come  to  New  York  and 
practise  law  without  restriction,  provided  he  can  show  the 
Court  here  that  he  has  satisfied  the  Courts  of  another  State 
as  to  his  qualifications  and  character.  It  is  not  deemed 
necessary  that  he  should  undergo  another  examination  rudi- 
mentary in  its  nature. 

After  a  rather  careful  survey  of  the  situation  at  Albany  I 
believe  that  with  good  management  and  united  support 
legislation  can  be  secured  to  prohibit  the  practise  of  accoun- 
tancy by  others  than  those  properly  qualified,  and  that  the 
time  is  at  hand  to  agitate  for  the  compulsory  audit  of  cor- 
porate books  ;  but,  if  harmony  does  not  prevail  among 
accountants  themselves,  it  will  be  suicidal  to  make  the 
attempt.  It  need  hardly  be  urged  that  an  unsuccessful 
movement  would  be  most  harmful  to  the  whole  profession. 

It  is.  of  course,  obvious  that  if  the  present  attitude  of  the 
New  York  State  Society  continues  another  society  in  this 
State  is  inevitable.  Certainly  the  '*  New  York  C.P.A.  *' 
will  not  object  to  the  "  outside  "  accountants  seeing  each 
other  once  in  a  while,  and  it  is  just  possible  that  after  a 
while  the  meetings  of  the  outsiders  would  be  as  interesting 
from  the  standpoint  of  accountancy  papers  and  discussions 
as  the  meetings  of  the  present  organisation. 

On  certain  other  points  the  •*  New  York  C.P.A."  needs 
light— namely,  the  legal  residence  of  the  •♦  outside  "  accoun- 
tants and  their  eagerness  to  escape  jury  duty.    As  to  tbe 


former,  it  is  well  known  that  a  number  of  them  are  New 
York  citizens  and  taxpayers,  and  one  at  least  is  willing  to 
do  his  duty  as  an  American  citizen  and  serve  on  a  jury  when 
called. — Very  truly  yours, 

Robert  H.  Montgombry. 


Suppose  this  amendment  to  the  New  York  State  Society's 
constitution  is  passed.  What  a  bright  and  encouraging 
outlook  for  us  youngsters,  with  our  Final  Examination 
only  a  few  years  behind  us,  who  want  to  begin  practising 
on  our  own  account !  Until  every  State  in  the  Union  has 
passed  a  C.P.A.  law — possibly  twenty  or  thirty  years 
hence — we  will  have  to  compete  with  the  fellows-^they 
certainly  are  not  accountants — who  received  their  certifi- 
cates in  some  other  State  under  the  waiver  and  whose 
experience,  at  the  time  they  made  application  for  a 
certificate,  consisted  of  having  checked,  during  two  or  three 
evenings  a  week  for  the  required  number  of  previous  years, 
the  postings  of  a  set  of  books  other  than  the  ones  they  were 
engaged  on  during  the  day  as  bookkeepers.  I  know  of  at 
least  one  New  Jersey  and  two  Pennsylvania  certificates 
which  were  granted  upon  this  kind  of  wonderfully 
broadening  "experience."  Had  I  been  able  to  foresee  the 
drift  accounting  matters  have  taken  I  could  have  saved 
nearly  two  years  in  time  and  several  hundred  dollars  in 
money  by  securing  a  certificate  in  my  native  State  (Penn- 
sylvania) before  coming  to  New  York. 

I  agree  with  The  Journal  when  it  says,  "They  [the  New 
*'  York  State  Society]  have  .  .  .  absolutely  nothing  to 
^'gain  by  pursuing  a  policy  of  exclusion,"  provided  the 
requirements  of  the  State  which  granted  the  certificate  to 
the  person  wishing  to  come  to  New  York  to  practise,  are  as 
high  as  those  of  the  State  of  New  York,  and  provided  that 
such  persons  have  met  those  requirements  and  not  sneaked  in 
through  the  back  yard  or  crawled  under  the  fence.  We  are 
entitled  to  a  "  square  deal,"  and  we  are  certainly  not  getting 
it  if,  after  devoting  several  years  to  study,  and  passing  all 
the  examinations,  both  academic  and  professional,  we  find 
ourselves  in  no  better  position  than  the  gentlemen  from 
New  Jersey  and  Pennsylvania  referred  to  above.  Ohio  is 
the  only  State  which  has  the  right  idea. 

The  only  thing  that  I  know  of  which  affords  the  least  bit 
of  encouragement  to  the  young  New  York  accountant,  is  a 
conversation  which  took  place  about  two  weeks  ago  in  a 
downtown  law  office.  A  lawyer  retained  by  one  of  the 
parties  in  a  case  which  has  occupied  considerable  space  in 
the  newspapers  recently,  needed  the  assistance  of  an  accoun- 
tant. One  of  the  gentlemen  recommended  to  him,  when  he 
called,  sent  in  his  card,  which  read.  '*  John  Blank,  Certified 
Public  Accountant.  3.842  Wall  Street,  New  York."  The 
conversation  was  substantially  as  follows  :-^OQlC 
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••  Arc  you  a  Certified  Public  Accountant  of  New  York  ?  " 
"Yes." 

"  Did  you  pass  the  examination  ?  " 
"Yes." 

'*  Yon  are  all  right  then.     We  don't  want  any  of  those 
fellows  who  got  their  certificates  under  the  waiver  clause." 

Yours  truly, 

M.  S.   MOYBR. 


5ncome  TLai  IReform* 


(From  The  Chamber  of  Coinmerce  Journal.) 
On  December  27th  a  general  meeting  of  the  Edinburgh 
Chamber  was  held  under  the  presidency  of  Mr.  W.  B. 
Bladde. 

In  regard  to  the  Report  of  the  Departmental  Committee 
oa  Income-tax,  Mr.  James  Currie  moved  the  following 
resolution: — ^"That  this  Chamber,  having  considered  the 
*  Report  of  the  Departmental  Committee  upon  Income-tax, 
"dated  June  1905,  regrets  that  the  subject  has  not  been 
**  more  exhaustively  dealt  with ;  and,  while  generally  in 
"favour  of  the  changes  proposed,  is  veiy  strongly  of 
''opinion  that  the  relief  afforded  by  Section  133  of  the  Act 
'^of  1842  (as  amended  and  applied  ia  practice  in  accord- 
"ance  with  the  statement  of  the  Chancellor  of  the 
**  Exchequer  in  the  House  of  Commons  on  December  21st 
''iSSS)  should  be  maintained  in  the  case  of  all  incomes 
"  assessed  upon  a  three  years'  average,  and  that  the  repeal 
^'of  the  section  would  be  a  hardship  in  the  case  of  pre- 
"  carious  and  fluctuating  incomes,  and  an  uncalled  for  dis- 
'turbance  of  the  incidence  of  the  tax."  With  regard  to 
the  recommendation  contained  in  Section  no  of  the 
Report,  which  urged  the  repeal  of  the  133rd  Section  of  the 
Act  of  1842,  Mr.  Currie  said  that  by  the  provisions  of  that 
section,  as  administered  in  practice  an  income-tax  payer, 
who  found  that  his  actual  profits  for  any  year  were  less 
than  the  estimate  upon  the  basis  of  which  he  had  paid 
tax,  was  entitled  to  have  his  assessment  reduced  either  to 
the  actual  profits  of  the  year  or  to  a  new  three  years' 
average,  including  the  year  of  assessment,  whichever  of 
these  methods  gave  the  highest  assessable  income.  He 
would  not  go  into  details,  for  there  were  probably  few  of 
them  who  had  not  at  one  time  or  another  passed  through 
periods  of  such  diminishing  income.  It  was  the  one  ray  of 
light  which  shone  on  such  dark  days  that  those  ruthless 
councillors  desired  to  cut  off.  It  was  true  that  if  they 
limited  themselves  to  the  consideration  of  the  relation  of 
the  individual  taxpayer  to  the  Government,  it  was  not 
easy  to  justify  that  provision  on  grounds  of  abstract 
justice.  The  relief  was,  of  course,  altogether  one-sided, 
and  it  w«s  intended  to  be  one-sided.  It  was  always  in 
ta>  oar  of  the  taxpayer,  and  never  by  any  chance  in  favour 


of  the  Crown.  And  the  anomaly  was  greater  still  in  the 
case  of  incomes  originally  estimated  on  a  one  year's  or  a 
five  years'  basis.  Yet  even  on  the  question  as  between 
taxpayer  and  Crown  it  might,  he  thought,  be  urged  that  in 
the  interest  of  the  maintenance  of  that  convenient  source 
of  national  revenue,  the  burden  should  be  adjusted  to  the 
shoulders  that  had  to  bear  it,  and  should  be  made  as  light 
as  possible,  even  in  cases  where  abstract  justice  might  not 
appear  actually  to  demand  a  concession.  The  operation 
of  the  provision,  defective  though  it  might  be  in  some 
respects,  did  not  in  many  cases  secure  a  lightening  of  the 
burden  in  the  years  when  it  would  otherwise  be  heaviest, 
and  even  though  that  might  be  at  the  expense  of  other  tax- 
payers— as  every  possible  concession  must  be — ^the  price 
was  more  than  paid  by  the  avoidance  of  a  feeling  of  irrita- 
tion and  exasperation,  which,  even  though  unreasonable, 
might,  if  permitted  to  rankle  without  much  consolation, 
spread  to  such  an  extent  as  to  threaten  the  security  of  the 
tax  itself.  But  there  were  also  various  practical 
difficulties  in  the  way  of  the  direct  establislmient  of  a 
differential  tax  in  favour  of  those  incomes  which  were  in 
their  nature  precarious;  but  it  would  be  perceived  that 
Lndisectly  the  result  was  to  a  large  extent  achieved  by  the 
operation  of  that  very  section  of  the  statute,  for  the  tax- 
payers who  were  benefited  by  it  were  those  whose  incomes 
fluctuated  rather  violently,  and  these  were  in  the  main 
those  whose  incomes  were  precarious,  and  derived  from 
professional  or  commercial  exertion,  as  compaxed  with 
those  whose  income  was  derived  from  the  profits  of  a 
stable  investment.  Therefore,  as  between  these  two 
classes,  the  provision  in  question  tended  towards  an 
equitable  and  appropriate  variation  in  the  incidence  of 
taxation.  He  was  far  from  claiming  that  the  present 
arrangement  was  a  perfect  one,  but  it  should  not  be 
departed  from  until  at  any  rate  some  other  form  of  com- 
pensation was  presented  to  the  class  of  income-taxpayers 
referred  to. 

The  motion  was  seconded  by  Mr.  James  Cormack,  and 
adopted,  it  being  decided  to  send  a  copy  to  the  Treasury, 
and  another  to  the  Associated  Chambers  of  Commerce. 


Counti?  Court  Juries. 


It  is  not  always  for  their  opinions  (says  the  Morning  Voit) 
that  County  Court  juries  are  wanted.  It  is  often  for 
their  prejudices.  The  chances  are  that  they  will  take  the 
side  of  the  poor  against  the  rich,  of  the  employed  against 
the  employer,  at  any  rate  if  in  a  big  way.  A  man  who  has 
been  knocked  down  by  a  carriage  and  pair  will,  if  wise,  have 
his  jury  ;  if  the  vehicle  be  the  only  cart  of  some  struggling 
tradesman  a  jury  may  do  him  more  harm  than  good.  The 
County  Court  jury,  in  short,  is  used  less  as  a  shield  than  a!» 
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a  sword.  For  the  strict  purposes  of  justice  it  is  of  little 
value.  Nor  is  it  unpopular  ooly  with  litigants  ;  some  of  the 
Judges  openly  shun  its  company,  while  the  authorities 
cannot  regard  its  working  as  ideal  since  within  the  last  few 
months  they  have  increased  the  number  of  jurymen  from 
five  to  eight,  which  means  that  they  take  a  little  longer  to 
come  to  a  decision  and  have  to  sit  closer  together.  Now, 
there  are  many  cases  in  which  a  jury  is  desirable,  and 
although  the  suggestion  of  the  Judicature  Commissioners  that 
the  jurisdiction  of  the  County  Court  over  common-law 
actions  should  be  unlimited,  the  defendant  having  the  right 
to  demand  a  transfer  to  the  High  Court,  may  never  be 
adopted,  it  is  certain  that  every  year  will  increase  the 
number  of  heavy  County  Court  cases  in  which  a  competent 
jury  would  be  of  assistance.  Why  should  the  County  Court 
jury  not  march  with  the  times?  Why  not  have  in  the 
County  Court,  as  in  the  High  Court,  a  special  jury  whose 
aid  might  be  invoked  in  cases  of  difficulty  ?  Some  of  the 
County  Court  Judges  are  abler  than  are  some  of  the  Judges 
of  the  King's  Bench  Division,  and  given,  in  proper  cases,  a 
trustworthy  jury,  many  an  important  action  could  be  as  well 
tried  in  the  inferior  Courts  as  elsewhere.  As  we  have  said, 
the  gain  would  not  be  so  great  in  London,  where  the  only 
difference  between  a  special  jury  and  a  common  jury  is  often 
the  cost.  In  the  country,  however,  a  special  jury  in  the 
County  Court  might  be  found  of  great  advantage. 


pereonaL 


Mr.  Frank  Blacklock,  Certified  Public  Accountant,  has 
removed  to  Law  Building,  225  Courtland  Street,  Baltimore, 
Md. 

Messrs.  Twos.  H.  Barron,  A.C.A.,  and  Arthur  H. 
Barron,  A.C.A.,  A.S.A.A..  announce  that  the  respective 
professional  practices  conducted  by  them  at  i  Minster  Gates, 
and  13  New  Street,  York,  have  been  amalgamated  under  the 
style,  or  firm,  of  Barron  8c  Barron,  Chartered  Accountants, 
as  and  from  the  ist  January  last.  Their  head  office  will  be 
at  I  Minster  Gates. 

Mr.  Cyril  M.  Button.  F.S.A.A.,  of  63Moorgate  Street, 
London,  E.G.,  announces  that  Mr.  Arthur  H.  Stevens, 
A.S.A.A.,  has  entered  into  partnership  with  him,  and  that 
the  business  will  be  carried  on  under  the  style  of  Button. 
Stevens  &  Co. 

Messrs.  Sydney  Cole,  Jamks  &  Co..  of  ia  Frederick's 
Place,  Old  Jewry.  E.G..  announce  that  they  have  taken  into 
partnership  Mr.  A.  M.  Rozblaar.  A.C.A.,  who  has  been 
for  several  years  with  Messrs.  Maurice  Jenkb  &  Co.  The 
practice  will  be  continued  under  the  style  of  Cole,  James  & 

KOZBLAAR. 

Mr.  E.  H.  Fletcher.  F.C.A.,  has  joined  Mr.  T.  I. 
Denman.  F.C.A.,  of  Bank  Chambers,  Yeovil,  in  partnership, 
and  the  practice  will  be  continued  at  that  address  under  the 
style  of  Denman  &  Fletcher. 


Mr.  Leonard  Stowbll,  A.G.A.,  and  Mr.  Hugh  Baylby» 
A.C.A..  announce  that  they  have  entered  into  partnenhip, 
and  that  they  have  commenced  to  practise  at  62  King  Street, 
Manchester,  as  Chartered  Accountants  under  the  styie  of 
Stowbll  &  Baylby. 

Messrs.  Parnaby  &  Garsidb,  Chartered  Accountants, 
announce  that  they  have  removed  to  46  Gresham  Street, 
London,  E.G. 


failurcd  all^  JHHs  ot  Sale  in  Bnglant) 
an^  TROaled. 

According  to  Kemp*s  Mercantile  Gasette,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  Feb.  2nd,  was  197,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  Londom  GatetUt 
112 ;  Deeds  of  Arrangement  registered,  85.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were  : 
Bankruptcies,  97 ;  Deeds  of  Arrangement,  93— total,  190 ; 
being  an  increase  of  7.  The  total  number  of  commercial 
failures  recorded  during  the  5  weeks  of  the  present  year  is 
820 ;  the  total  number  recorded  in  the  corresponding  5 
weeks  of  last  year  was  855,  showing  a  decrease  of  35. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
Feb.  2nd,  was  165.  The  number  in  the  corresponding  week 
of  last  year  was  156,  showing  an  increase  of  9.  The  total 
number  filed  during  the  5  weeks  of  the  present  year  is 
707 ;  the  total  number  filed  in  the  corresponding  5  weeks 
of  last  year  was  766,  showing  a  decrease  of  59. 

Debentures. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week 
ending  Friday,  Feb.  2nd.  amounted  to  ;f  1,132,670.  by  way 
of  addition  to  ;f  1,849,506,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  f  1,796.791.  showing  a  decrease  of 
;f 664, 121.  The  total  amount  registered  during  the  5 
weeks  of  the  present  year  was  ;f6,535,o64  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
cdmpared  with  ^8,990.063  for  the  corresponding  5 
in  1905.  showing  a  decrease  of  /2,454,999. 


The  Profession  in  Scotland. 


Pepional. 

The  firm  of  Steele  &  Henderson,  Chartezed  Aooountantt, 
103  West  George  Street,  Glasgow,  of  which  Henoy  Mon- 
crieff  Steele  and  James  Arthur  Fraser  Henderson  were 
sole  partners,  has  been  disadvedr   Mr.  Steele  will  collect 
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all  (kbU  (bw  to   the   firm,    and    will    diaoharge  all  its 


Mr.  J.  W.  Stewart,  Chartered  Accountant,  150  Hope 
Street,  Gasgow,  has  Mooaaed  ae  a  partner  Mr.  Peter 
Stewart  White,  who  has  been  a  member  of  the  Institute  of 
Accountants  and  Actuaries  in  Glasgow  since  1896.  The 
co-partnery  will  be  conducted  under  the  name  of  J.  W. 
Stewart  &  Co. 

Mr.  Thomas  Brodie,  C.A.,  and  Mr.  Andrew  C. 
McMorland,  C.A.,  have  begun  business  at  156  St.  Vincent 
Street,  Glasgow,  under  the  firm-name  of  Brodie  ft 
McMorland. 


Instlioto  of  Aeooimtaiits  ftnd  Aeioariet  in  Glasgow, 

The  annual  general  meeting  of  the  Institute  of 
Accountants  and  Actuaries  in  Glasgow,  incorporated  by 
Royal  Charter,  was  held  on  the  30th  ult.,  in  the  Hall, 
218  St.  Vincent  Street,  Mr.  Thomas  Jackson,  the  retiring 
President,  in  the  chair. 

The  report  and  accounts  were  unanimously  adopted. 

Mr.  John  Mann,  Senr.,  the  only  surviving  original 
member  of  the  Institute,  was  elected  President  in  room  of 
Mr.  Jackson,  whose  term  of  office  expires,  and  the  follow- 
ing were  elected  members  of  Council  in  room  of  those 
retiring  by  rotation,  viz.: — Messrs.  Thomas  Jackson, 
Robert  Carswell,  Robert  M.  Maclay,  and  Alexander  D. 
Deas.  The  remaining  members  of  the  Council  were 
re-elected. 

The  Council  for  the  year  is  as  follows : — President,  Mr. 
John  Mann,  Senr. ;  Members  of  Committee,  Messrs. 
Robert  Reid,  R.  C.  Mackenzie,  Dugald  Bannatyne,  David 
Strathle,  Matthew  Mitchell,  Peter  Rintoul,  J.  Herbert 
Wilson,  A.  Herbert  Brown,  Thomas  Jackson,  Robert 
Carswell,  Robert  M.  Maclay,  and  Alexander  D.  Deas ; 
Auditor,  Mr.  John  Wilson ;  Treasurer,  Mr.  T.  A.  Craig ; 
Secretary,  Mr.  Alexander  Sloan. 

The  following  were  elected  representatives,  along  with 
the  President  ex  officio^  to  the  General  Examining  Board 
of  the  Chartered  Accountants  of  Scotland,  viz. :— Messrs. 
Ninian  Glea,  M.A.,  F.F.A.,  Joseph  Patrick,  M.A., 
Alexander  Moore,  Junr.,  Jc^in  Mann,  Junr.,  M.A.,  and 
Alexander  Sloan. 


The  following  wore  elected  to  r^iresent  the  Institute  on 
the  Joint  Committee  of  the  English,  Scottish,  and  Irish 
Charlered  bodiss,  viz. : — ^Hessrs.  Thomas  Jackson,  John 
Annan,  and  AlexaxKler  Sloan. 

The  following  having  passed  all  the  examinations  pre- 
scribed by  tbe  roles  and  been  found  duly  qualified  were, 
on  the  recoDameiidation  of  the  Council,  admitted  as 
msmbfs»    viz. :— James    Marshall    Findlay,    Glasgow; 


Norman  James  Kerr,  Glasgow;  William  Cowan  King, 
Glasgow;  Thomas  Arthur  Martin,  Glasgow;  George 
Morton,  Junr.,  Glasgow;  Henry  Cooke  M'Allister, 
Glasgow ;  William  Rogers  Simpson,  Glasgow ;  Robert 
Stewart,  Junr.,  London ;  Norwood  A.  R.  Watson,  Calcutta. 


The  AoooantABt  of  CtooH's  Report. 

There  has  been  issued  the  report  by  the  Accountant  of 
Court  to  the  Lord  President,  the  Lord  Justice^lerk,  and 
the  other  Judges  of  the  Court  of  Session,  on  the  state  of 
judicial  factories,  sequestrations,  and  cessios  falling  under 
his  supervision,  in  compliance  with  the  i8th  Section  of  the 
Judicial  Factors  (Scotland)  Act,  1849,  ^<^  ^^  iMh  Sec- 
tion of  the  Bankruptcy  (Scotland)  Act,  1856,  from 
3 1  si  December  1903  to  3xst  December  1904.  It  states  that 
during  the  year  there  were  lodged  in  his  office  65  bank  con- 
signation receipts  for  sums  amounting  in  all  to 
;^52,4oi  6s.  ad. ;  83  bonds  under  the  Judicial  Factors 
(Scotland)  Act,  1849;  '^  bonds  under  the  Bankruptcy 
Act,  1856  (Section  164) ;  136  bonds  under  the  Judicial 
Factors  (Scotland)  Act,  1880 ;  60  bonds  under  the  Judicial 
Factors  (Scotland)  Act,  1889;  and  17  other  cautionary 
bonds.  Of  the  306  bonds  lodged,  63  were  by  guarantee 
companies.  There  were  also  seven  inventories  of  estates 
under  the  Guardianship  of  Infants  Act,  1886,  and  five 
applications  by  testamentary  trustees  for  supervision  of 
their  accounts  under  order  of  the  Court.  During  the  year 
the  Accountant  had  before  him,  under  remit  from  the 
Court,  237  applications  for  discharge  of  judicial  factors, 
and  six  special  remits,  and  he  reported  on  130  applications 
for  special  powers.  The  number  of  Factory  Accounts 
audited  and  zeported  on  was  a, no.  The  value  of  the 
movable  property  under  the  Accountant's  supervision 
amounts  to  ;f 6,358, 596,  and  the  heritage  at  an  average  of, 
say,  22»4  years*  purchase,  ;£'3,59i,6o7— in  all,  ;f9i95o»ao3. 
There  are  19  testamentary  estates  supervised  by  the 
Accountant,  and  the  funds  exceed  ^^1,930,000.  At 
31st  December  1904  there  were  106  consignation  zeoeipts 
in  the  Accountant's  custody,  amounting  in  all  to 
;f6,i9i  I2S.  8d.  In  tenns  of  the  Court  of  Session  Con- 
signation Act,  1895,  there  have  been  handed  over  to  the 
King's  Remembrancer  during  the  year  consignation 
receipts  for  sums  amounting  to  ;f 5,949  14s.  2d.,  making 
the  total  amount  paid  to  Exchequer  (including  the  balance 
of  funds  in  hand  in  1889)  ;f 45,859  i6s.  11  d.  He  has  further 
to  report  that  there  were  317  sequestrations  aw«rded 
during  1904,  and  three  reopened,  while  296  were  wound  up, 
and  that  the  number  in  dependence  at  31st  December  1904 
was  3,942.  In  the  sequestrations  wound  up  during  the 
year  the  gross  receipts  amounted  to  ;f  237,424,  and  the 
debts  to  ;£ 692,772.    The  Accountant  concurred  in  16  sales 


192 


THE    ACCOUNTANT 


February  lo,  1906. 


of  heritable  property  by  private  bairgain,  and  made  60 
special  reports  on  applications  for  discharge.  Dis- 
charges were  granted  to  257  trustees  and  iza  bank- 
rupts. The  amount  of  consignations  in  bankruptcy 
cases  in  the  Accountant's  custody  at  31st  December  1904 
was  ;f5,6i4  15s.  5d.  There  was  consigned  during  the 
year  £s^  os.  iid.,  uplifted  ;^i5i  7s.  3d.,  and  handed  over 
to  the  King's  and  Lord  Treasurer's  Remembrancer 
£3^7  X3S.  3d.  (making '  the  total  amount  paid  to 
Exchequer  £$,'71^  i8s.  iid.).  The  number  of  cessios 
reported  to  the  Accountant  during  1904  has  been  156.  In 
the  7a  cessios  wound  up  by  division  of  funds  during  the 
year  the  gross  receipts  amounted  to  £9,sS2,  and  the  debts 
to  ;^a8,742.  The  Accountant  granted  114  certificates  of 
discharge,  and  made  15  special  reports. 


COURT    OF    SESSION. 


Edinbnr^— Outer  House. 


(Before  Lord  Salvesen.) 

January  31. 

T.  Neilton  v.  D.  Alexander. 

An  Accountant  Sued  for  Breach  of  Contract. 

Proof  was  led  in  an  action,  at  the  instance  of  Thomas 
Neilson,  writer  in  Glasgow,  against  Daniel  Alexander, 
accountant  and  auditor,  property  agent  and  valuator, 
8a  West  Nile  Street,  Glasgow,  in  which  the  pursuer  asked 
an  order  on  the  defender  to  implement  and  fulfil  his  part 
of  a  minute  of  agreement  of  sale  dated  7th  and  8th  August 
last,  by  accepting  a  valid  disposition  executed  by  the  pur- 
suer in  his  favour  of  certain  subjects  at  Gorbals  Cross  at 
the  price  of  jf  11*750,  and  in  the  event  of  the  defender*s 
failure  to  implenient  his  part  the  pursuer  concluded  for 
payment  of  jf  1,500  as  damages.  The  defender  pleaded  that 
the  pursuer  had  sustained  no  loss  in  consequence  of  his 
failure  to  implement  the  contract  of  sale,  and  that  in  any 
event  the  sum  concluded  for  in  name  of  damages  was 
excessive.  He  offered  the  pursuer  £$0  in  name  of 
damages,  with  £&  8s.  in  full  of  expenses. 

Lord  Salvesen  gave  decree  for  jf 650  as  damages  for  the 
defender's  failure  to  implement  the  contract,  and  found 
him  liable  in  expenses. 


Harmsworth  ENCVCLOPADIA.—Parts  23  and  24  of  thii 
excellent  publication  have  now  been  issued,  each  consisting  of 
160  pages,  profusely  illustrated. 
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XeaMitd  articled* 


The  Appointment  of  Auditors. 


IN  the  Sheffield  Daily  Telegraph  of  the  5th 
inst.,  under  the  heading  "  Audits  of  Public 
Accounts,"  appeared  a  letter  signed  "  Old  Ac- 
countant," which  raises  a  question  of  consider- 
able interest  to  our  readers,  not  merely  in  con- 
nection with  the  audit  of  those  accounts  which 
are  generally  described  as  "public,"  but  also 
with  regard  to  all  audits,  save  perhaps  those 
performed  on  behalf  of  private  firms  and 
individuals. 

Shortly  stated,  the  writer's  submission  is  that 
a  change  of  auditors  should  take  place  yearly, 
and  that  no  auditor  should  be  appointed  two 
years  consecutively;  and,  in  his  opinion,  this 
applies  as  much  to  the  audit  of  public  com- 
panies as  to  that  of  corporations  and  charitable 
and  other  public  institutions.  It  is  suggested 
that  most  thoughtful  and  experienced  people 
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will  see  the  desirability  of  such  a  change  ;  and 
without  attempting  to  exhaustively  state  its 
advantages  it  is  claimed  inter  alia  that  there 
would  be  less  possibility  of  collusion  and  neglect, 
and  that  improved  ideas  as  to  the  mode  of 
keeping  and  rendering  accounts  would  be  the 
result. 

The  suggestion  strikes  us  as  being  a  more 
revolutionary  one  than  is  likely  to  emanate 
from  a  qualified  accountant  of  mature  experience, 
but,  at  the  same  time,  it  is  obvious  that  were 
such  a  practice  to  become  general,  it  would  at 
least  be  possessed  of  certain  advantages.  That 
being  so,  it  is  perhaps  worth  while  to  consider 
shortly  what  advantages  may  be  expected, 
and  what  corresponding  disadvantages  may 
be  foreseen. 

The  advantages — such  as  they  are — have,  we 
believe,  already  been  exhaustively  stated  ;  that 
is  to  say,  although  **  Old  Accountant "  pleads 
that  want  of  space  forbids  the  setting  forth  of 
reasons  for  this  change,  he  has  yet  mentioned 
every  possible  advantage  that  could  in  reason  be 
expected  to  accrue  therefrom — namely,  (i)  prac- 
tical immunity  from  collusion ;  (2)  practical 
immunity  from  neglect;  and  (3)  the  benefit  of  a 
continuous  succession  of  new  ideas  on  account- 
keeping.  Taking  these  three  points  seriatim, 
the  first  may,  we  venture  to  think,  be  dismissed 
as  outside  the  region  of  serious  discussion.  It 
is  of  the  essence  of  a  professional  audit  that  the 
auditor  should  have  nothing  whatever  to  do 
with  the  management  of  the  business  or  its 
finances,  and,  therefore,  be  incapable  of  mis- 
appropriating assets,  even  if  so  inclined.  A 
dishonest  auditor  might,  of  course,  act  in 
collusion  with  a  dishonest  employee.  That  is  to 
say,  in  consideration  of  neglecting  to  report 
discovered  frauds  he  might  participate  in  the 
proceeds  of  such  frauds ;  but  there  is  no  recorded 


case  of  such  collusion  ever  having  existed 
between  auditor  and  audited,  and  so  long  as 
anything  approaching  reasonable  precautions 
be  taken  to  employ  only  auditors  of  repute,  the 
idea  is,  as  we  have  already  said,  too  fantastic 
to  be  seriously  entertained.  Only  once,  in  In  re 
DumbelVs  Banking  Company,  Lim.,  have  the 
auditors  of  a  company  been  convicted  of  fraud 
in  connection  with  their  professional  work ;  and 
even  here  the  composition  of  the  tribunal  by 
which  they  were  convicted  was  not  beyond 
criticism.  It  was  clear,  moreover,  that  the  only 
possible  advantages  derived  by  them  from  allow- 
ing the  existing  state  of  affairs  to  go  on  were 
the  continuance  of  an  audit  which  produced 
only  a  very  moderate  fee,  and  the  continuance 
undisturbed  of  certain  overdrafts  in  which  they 
were  more  or  less  directly  interested. 

On  the  subject  of  immunity  from  neglect, 
there  is  undoubtedly  much  more  to  be  said  in 
favour  of  the  idea.  There  is,  of  course,  a  risk 
that  the  most  vigilant  sentinel  may  sleep  at  his 
post  if  continued  there  too  long,  and  in  the 
case  of  an  auditor  there  may  be  possibly  the 
risk — be  it  great  or  small — that  the  work  in 
course  of  time  may  get  mechanical,  and,  there- 
fore, unintelligent  and  ineffective.  After  a 
certain  age,  moreover,  intellectual  attainments 
tend  to  decline  to  an  extent  that  is  not 
counterbalanced  by  ripening  experience ;  and 
so,  upon  purely  theoretical  grounds,  a  change 
of  personnel  might  be  found  advantageous,  upon 
the  "  new  broom  "  principle. 

With  regard  to  the  advantage  to  be  derived 
from  a  succession  of  new  ideas  upon  the 
latest  developments  in  account-keeping,  it  may 
well  be  questioned  whether  anyone  upon  whom 
devolved  the  charge  of  a  set  of  books  would  be 
willing  to  re-organise  his  system  of  accounting 
every  year  to  meet^the  requirements  of  a  new 
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firm  of  auditors.     In  practice  the  result  would 
probably  be  all  the  other  way.    The  idea  would 
become  crystallised  that,  of  course,  each  new 
auditor  wanted  something  different,  and  that  on 
no  account  must  it  be   conceded  to   him,  or 
else  everything  would  be  turned  topsy-turvy 
annually,  as  a  matter  of  course.     It  may  be 
pointed  out  that  in  order  to  obtain  the  benefit 
of  the  latest  improvements  in  accounting  it  is 
not  necessary— or,  for  that  matter,  even  desirable 
— that  a  new  auditor  should  be  employed  every 
year.  On  the  contrary,  what  is  needed  is  rather 
that  auditors  somewhat  above  the  average  of 
intelligence  and  energy  should  be   employed, 
and  that  they  should  be  invited  to  make  sugges- 
tions upon  the  matter — which  is,   of  course, 
strictly  speaking,   quite  outside  the   scope  of 
their  duties  as  auditors.     Even  in  this  day  the 
supply  of  such  practitioners  is  not  absolutely 
inexhaustible ;  and  thus  the  system  of  continu- 
ally superseding  an  auditor,  no  matter  how  able 
he  might  show  himself  to  be,  at  the  end  of  a 
year— ».^.,  long  before  he  would  have  had  time 
to  effectively  impress  his  own  individuality  upon 
the  work — ^would  tend  directly  to  defeat  the  end 
which  it  aimed  at  attaining. 

So  much  for  the  alleged  advantages  of  the 
suggestion.  Now  let  us  consider  its  defects — 
which  are,  of  course,  the  defects  of  its  qualities. 
We  need  say  nothing  here  on  the  subject  of 
possible  collusion,  for  we  have  already  dismissed 
it  as  a  risk  too  remote  for  serious  consideration 
when  reasonable  care  is  taken  with  the 
selection.  With  regard  to  the  risk  of  possible 
neglect,  it  may  be  pointed  out  that  negligence 
—using  the  term  in  its  ordinary  sense — 
is  by  no  means  the  only  conceivable  cause  of 
indifferent  work.  The  most  fruitful  cause  is 
either  incompetence  or  lack  of  experience,  but 
apart  from  that  it  is  unreasonable  to  expect  any 


human  being,  no  matter  how  gifted,  to  act  to 
the  best  advantage  under  wholly  unfamiliar 
circumstances.  In  the  case  of  large  audits 
there  can  be  little  doubt  that  it  is  prac- 
ticable for  the  auditor  to  put  in  better  work 
after  the  first  year — and  even  perhaps  alter  the 
second  year  as  well — on  account  of  his  increased 
familiarity  with  all  the  circumstances  obtaining. 
Even  if  it  be  granted  for  the  sake  of  argument 
that  there  is  a  tendency  for  work  to  be  slackly 
performed  by  those  who  are,  or  think  they  are, 
thoroughly  familiar  with  it,  this  risk  would 
certainly  not  accrue  at  the  end  of  the  first 
year. 

We  have  already  alluded  to  the  probable  result 
of  a  new  auditor  being  appointed  annually,  such 
new  auditor  being  invited  to  introduce  all  his 
own  latest  ideas  in  the  hope  that  thereby  a 
good  system  of  accounting  may  be  eventually 
built  up.  We  have  no  hesitation  in  saying  that 
no  accountant  of  experience  would  seriously 
put  this  forward  as  a  proper  means  of  ultimately 
arriving  at  a  good  workable  system.  Those 
who  have  studied  the  matter  know  that  in  the 
case  of  large  undertakings  it  is  often  extremely 
difficult  to  introduce  improvements,  the  desir- 
ability of  which  is  admitted,  on  account  of  the 
fact  that  the  task  somewhat  resembles  that  of 
substituting  one  card  for  another  in  a  house 
built  of  cards.  A  safeguard  light-heartedly 
introduced  at  one  point  may,  and  often  does, 
leave  two  or  three  other  points  unguarded 
which  were  formerly  well  protected.  While, 
therefore,  of  course,  not  seeking  to  discourage 
the  gradual  and  intelligent  improvement  of 
systems  of  accounting,  and  of  internal  check, 
we  may  point  out  that  this  process  is  not  likely 
to  be  most  successfully  achieved  in  practice  by 
employing  those  who  have  no  familiarity  with 
the  existing  system.         Digitized  by  CjOOQIC 
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But  although  it  may  be  seen  from  what  we 
have  stated  that  we  are  quite  opposed  to  the 
views  expressed  by  the  correspondent  of  our 
Sheffield  contemporary,  we  are  prepared  to 
concede  that  there  is  something  in  his  sugges- 
tion, provided  the  suggested  period  of  office  for 
each  successive  auditor  be  reasonably  increased. 
In  that  event,  however,  the  suggestion  no 
longer  remains  novel,  and  is  not  revolutionary. 
The  Manchester  Corporation  has  for  some  time 
been  in  the  habit  of  appointing  its  professional 
auditors  for  a  term  of  years  (we  believe  five 
years),  and  at  the  expiration  of  that  time  they 
are  not  immediately  eligible  for  reappointment. 
The  same  system  might,  we  consider,  with  the 
greatest  possible  advantage  be  extended  to  all 
undertakings — with  the  limitation,  of  course, 
that  private  persons  must  naturally  be  left  free 
to  do  as  they  think  best.  At  the  same  time, 
we  would  make  the  original  appointment  a 
quinquennial  rather  than  an  annual  one,  so 
that  during  his  term  of  office  the  auditor  should 
be  in  every  respect  independent  and  inacces- 
sible to  any  form  of  pressure  on  the  part  of 
directors  and  others.  The  mere  fact  that  he 
must  in  any  event  vacate  office  at  the  end  of 
his  prescribed  term  would,  of  course,  in  such 
cases  add  to  his  independence,  if,  indeed,  there 
were  any  doubt  about  the  matter.  In  the 
course  of  a  reasonable  period,  such  as  five 
years,  the  auditor  would  have  every  oppor- 
tunity of  really  getting  to  the  bottom  of  the 
system  in  force  in  all  its  various  ramifications, 
and,  in  the  case  of  the  larger  audits,  would  have 
an  opportunity  of  varying  his  work  from  year 
to  year,  thus  securing  the  maximum  amount  of 
efficiency  without  unreasonable  expense  or 
delay.  On  the  other  hand  it  is  not  to  be 
expected  that  any  such  innovation  will 
become  popular  with  professional  accountants,  ' 


inasmuch  as  it  undermines  the  stability  of  that 
which  the  majority  look  upon  as  the  very  back- 
bone of  their  connection.  Still,  if  the  idea  is  a 
good  one  intrinsically,  it  is  well  worthy  of  care- 
ful consideration,  and  it  might  at  least  be 
adopted  experimentally  in  connection  with  the 
audit  of  local  authorities*  accounts,  if  and  when 
it  is  ever  decided  that  these  important  public 
accounts  shall  for  the  future  be  audited  by 
competent  persons. 


Some  Recent  Bankruptcy  Decisions. 


1 N  the  course  of  the  past  few  days  some 
decisions  of  very  considerable  interest  to 
bankruptcy  practitioners  have  been  given  in  the 
High  Court.  On  the  5th  inst.  the  Divisional 
Court  decided  in  In  re  a  Debtor;  ex  parte  the 
Debtor,  that  where  a  petitioning  creditor  had 
endeavoured,  after  the  service  of  the  petition, 
to  secure  a  settlement  of  his  claim  upon  terms 
which  within  his  knowledge  the  debtor  could 
not  possibly  offer  to  each  one  of  his  creditors, 
the  Registrar  ought  to  take  the  petitioning 
creditor's  conduct  into  consideration  before 
making  the  receiving  order.  The  report  at 
present  before  us  is  too  short  to  enable  us  with 
safety  to  draw  any  general  deductions  from  this 
decision.  It  would  certainly  appear,  however, 
to  go  in  the  direction  of  extending  the  existing 
precedents,  which  seem  to  show  that  the 
Courts  now  only  with  the  greatest  reluctance 
make  receiving  orders  where  the  petitioning 
creditor  has  shown  that  all  he  is  anxious  for  is 
to  obtain  payment  of  the  debt  due  to  him, 
whatever  may  happen  to  the  general  body  of 
the  creditors.  This  point  of  view  is  intelligible, 
and — but  for  the  admitted  abuses  of  the  Deeds 
of  Arrangement  Act,  1887 — would  appear  to 
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be  highly  desirable  ;  but  if  it  is  really  thought 
best  that  a  majority  of  creditors  should  have 
the  power  to  keep  an  estate  out  of  bankruptcy, 
it  would  be  well  that  a  law  should  be  passed  to 
that  eflfect,  rather  than  that  they  should  be 
dependent  for  this  benefit  upon  the  purely 
accidental  circumstance  that  some  dissentient 
creditor  has  endeavoured  to  secure  an  advan- 
tage behind  their  backs. 

In  re  Dunkley  <&•  Sons  it  was  decided  that 
where  a  creditor  acting  in  good  faith  has  had 
assigned  to  him  a  sum  of  money  due  to  the 
bankrupt,  there  is  nothing  to  deprive  him  of  the 
protection  afforded  by  Section  49  of  the  Bank- 
ruptcy Act,  1883,  even  although  the  assign- 
ment was  made  after  the  presentation  of  the 
petition  but  before  the  date  of  the  receiving 
order.  In  this  decision,  of  course,  everything 
depends  upon  the  good  faith  of  the  assignee. 
Where  an  assignment  or  payment  has  been 
made  in  bad  faith  it  is,  said  Vaughan 
Williams,  J.,  "a  common  law  fraud  to  make 
"  a  payaient  contrary  to  the  bankruptcy  laws, 
"  and  I  do  not  intend  to  give  the  benefit  of  the 
"protecting  section  to  any  such  transaction. 
**  I  hold  that  the  money  was  the  property  of 
**  the  trustee  at  the  time  when  the  bankrupt 
**  paid  it  away,  and  the  case  does  not  come 
"  within  the  protecting  section.*'  The  difficulty 
in  the  way  of  unqualifiedly  accepting  the 
decision  In  re  Dunkley  is  that  in  connection 
with  fraudulent  preferences  the  test  is  not  so 
much  the  botta  fides  of  the  creditor  receiving 
the  payment,  as  of  the  intention  of  the  bank- 
rupt making  it.  If  the  intention  of  the  bank- 
rupt was  to  prefer  the  credifor  to  whom  the 
payment  has  been  made,  it  becomes  a  fraudu- 
lent preference,  even  although  that  creditor 
may  have  been  ignorant  of  the  exact  financial 
position  of  his  debtor. 


Another  decision  given  by  the  Divisional 
Court  on  the  5th  inst.,  In  re  H,  R.  Jofies,  was 
noted  in  our  Current  Law  column  last  week. 
This  decision  has,  it  seems  to  us,  a  direct  bear- 
ing on  the  discussion  which  appeared  in  these 
columns  a  short  time  since  as  to  the  respective 
rights  of  the  trustee  and  the  committee  of 
inspection  to  nominate  the  solicitors  to  be 
employed  to  represent  the  trustee  at  an  inquiry 
into  the  bona  fides  of  a  proof  that  had  been 
lodged.  In  Jones's  case  certain  proofs  which 
were  admitted  for  voting  purposes,  and  not 
then  challenged,  were  afterwards  disputed  by 
the  petitioning  creditors,  and  in  the  event  of 
their  objection  being  upheld  the  trustee 
appointed  at  that  meeting  would,  it  appears, 
have  been  nominated  by  a  minority  of  credi- 
tors. Under  these  circumstances  the  petition- 
ing creditors  moved  that  the  proofs  be  expunged 
and  a  new  first  meeting  called.  The  respondent 
creditors  objected  that  the  motion  was  prema- 
ture, as  the  right  of  a  creditor  to  move  the 
Court  in  such  cases  only  arose  after  the  trustee 
had  dealt  with  the  proof,  or  in  the  event  of  his 
failing  or  omitting  to  do  so.  The  County  Court 
Judge  upheld  the  objection  and  dismissed  the 
motion,  with  costs ;  but  in  the  circumstances 
the  Divisional  Court  decided  that  the  Judge 
ought  to  have  heard  the  case  on  its  merits,  and 
ordered  that  it  be  remitted  back  for  that  pur- 
pose. As,  however,  the  case  had  in  the  mean- 
time been  transferred  to  the  High  Court,  the 
resumed  hearing  in  the  Court  below  will  not 
come  before  the  County  Court  Judge,  but 
before  the  Judge  in  bankruptcy. 


The  East  Ham   Audit. 


IT  may  be  remembered  that  last  August 
^  Mr.  BoGGis  RoLFE,  the  District  Auditor 
of   the    East    Ham   Council,  issued   a   report 
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which  contained  some  severe  reflections  upon 
the  manner  in  which  the  Council's  accounts 
had  been  kept  for  the  year  1903-4,  and 
reference  was  made  inter  alia  to  a  Secret  Trust 
Fund  which,  we  understand,  it  was  alleged 
had  been  kept  back  from  the  auditor. 

In  consequence  of  this  report  the  Borough 
Council  appointed  a  Committee  of  Inquiry 
consisting  of  nine  members.  We  are  informed 
that  the  pubHcation  of  the  findings  of  this 
Committee  has  been  delayed  by  the  Christmas 
.  recess,  followed  closely  by  general  election 
activities.  We  cannot  help  thinking,  however, 
that  in  view  of  the  importance  of  the  matters 
at  issue,  the  Committee  would  have  done 
well  to  complete  its  inquiry  and  publish  its 
report  well  before  the  Christmas  holidays 
began.  We  are  told  that  its  report,  when 
published,  will  not  support  the  serious  allega- 
tions made  or  opinions  expressed  by'  the 
auditor,  but  under  these  circumstances  some 
very  good  explanation  ought  to  be  forthcoming 
— a  better  one  than  has  yet  reached  us — for 
allowing  the  District  Auditor's  report  to 
remain  uncontradicted  for  upwards  of  six 
months.  The  Stratford  Express,  which  com- 
mented upon  the  matter  at  the  time,  has 
since  withdrawn  all  its  charges  or  suggestions, 
and  has  apologised  to  the  late  Treasurer  and 
Accountant  for  any  annoyance,  trouble,  or 
loss  that  he  may  have  sustained  in  con- 
sequence of  its  remarks.  These  remarks  were, 
however,  if  our  memory  serves  us,  based  upon 
the  assumption  that  the  report  of  the  District 
Auditor  was  accurate,  and,  so  far  as  we  are 
aware  of,  nothing  that  the  East  Ham  Borough 
Council  has  yet  done  has  been  sufficient 
to  make  such  an  assumption  unreasonable. 
Doubtless  our  contemporary  has  in  the 
interval    been    provided   with    the    means  of 


satisfying  itself  that  its  previous  strictures 
were  unjustified,  or  it  would  not  now  with- 
draw them,  but  from  the  point  of  view  of 
the  public  press  it  is  certainly  highly  unsatis- 
factory that  it  should  be  unsafe  to  comment 
in  the  ordinary  course,  and  without  malice, 
on  matters  of  public  interest,  upon  the  assump- 
tion that  the  statements  contained  in  the  public 
report  of  a  Government  official  are  accurate. 

For  our  own  part,  we  adopted  what  the 
event  has  proved  to  have  been  the  wiser  course 
of  awaiting  further  information  before  dealing 
with  the  matter  at  all.  We  may  point  out, 
however,  that  that  further  information  is  long 
since  overdue,  and  that  if  the  East  Ham 
Borough  Council  does  not  wish  the  case 
against  it  to  go  by  default,  it  behoves  it  to 
see  that  the  Committee  of  Inquiry  appointed 
last  September  publishes  its  findings  without 
further  delay.  It  is,  of  course,  quite  con- 
ceivable that  the  Council  is  indifferent  to 
public  opinion — such  a  frame  of  mind  is 
not  altogether  uncommon  in  the  case  of  local 
authorities ;  but  while  the  Councillors  can  no 
doubt  be  left  to  look  after  their  reputations  in 
their  own  way,  they  ought  at  least  to  take 
adequate  steps  to  protect  the  reputations  of 
their  officials.  Mr.  Alfred  Plant,  who  was 
the  Treasurer  and  Accountant  of  the  East 
Ham  Council  during  the  period  under  review, 
relinquished  that  appointment,  it  may  be 
remembered,  to  take  up  an  important  post 
under  the  Great  Western  Railway  Company 
when  that  company  decided  to  throw  open 
some  of  its  senior  positions  to  men  whose 
experience  of  accounts  had  been  obtained  out- 
side railway  circles.  In  fairness  to  Mr.  Plant 
it  is  certainly  imperative  that  the  Committee's 

report  should  now  be  issued  forth witlwT^ 
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HSleelils  flotes. 


A  Point  The  decision  of  Mr.  J  ustice  Warrington 
for  BeMlw«n.  in  In  re  the  British  Power  Traction  and 
Lighting  Company ,  Lim,;  Halifax  Joint- Stock  Banking 
Company,  Lim,  v.  The  Company,  should  be  carefully 
noted  by  those  to  whose  lot  it  falls  on  occasion  to  act 
as  receiver  and  manager  in  an  ordinary  debenture- 
holders*  action.  The  right  of  the  receiver  and  manager 
to  be  indemnified  out  of  the  assets  of  the  company 
against  all  expenses  and  liabilities  arising  out  of  the 
proper  carrying  on  of  the  business,  is  well  settled,  and 
in  the  application  of  the  principle  involved  liabilities 
bond  fide  incurred  in  the  ordinary  conduct  of  the  busi- 
ness will,  primd  facie,  be  treated  as  having  been 
properly  incurred.  The  particular  question  in  the  case 
nnder  review  was  as  to  whether  there  was  any  limita- 
tion (and,  if  so,  what)  on  the  general  right  of  indemnity 
by  reason  of  the  fact  that  the  Court  had  authorised  the 
receiver  and  manager  to  borrow  a  limited  sum  of 
money  on  mortgage  of  the  company's  assets  for  the 
general  purposes  of  its  business.  It  now  appears  that 
if  expenses  and  liabilities  are  incurred  beyond  the 
limit  of  borrowing  power  fixed  by  the  Court,  it  will  no 
longer  be  sufficient  for  the  receiver  and  manager  to 
show  that  they  were  incurred  bond  fide  and  in  the 
ordinary  course  of  business.  He  must  be  prepared  to 
prove  that,  having  regard  to  all  the  circumstances,  he 
was  justified  in  incurring  the  expenses  and  liabilities 
without  first  obtaining  leave.  Will  examination  candi- 
dates also  please  note  the  point  ? 


I  TnUi«  It  is  reported  that  a  new  combine  in 
Gomblsatton.  the  bedstead  trade,  embracing  32  firms 
in  Birmingham,  Manchester,  London,  and  other  parts 
of  the  country,  has  been  successfully  formed.  The  con- 
ditions of  membership  are  said  to  be  more  elastic  than 
those  of  the  old  metal  trades  alliance,  which  involved  a 
rather  complicated  arrangement  with  the  operatives. 
We  suppose  the  venture  will  have  success  for  a  time, 
but  we  cannot  see  any  justification  for  the  belief  that  it 
will  last  very  long. 


■aBlelpaUOM 


Canton. 


Those  among  our  readers  who  are  at 
all  interested  in  municipal  matters  will 
do  well  to  note  that  Mr.  Justice  FarweU, 
in  the  recent  action  brought  against  the  Corporation  of 
Manchester  by  Messrs.  Sutton  &  Co.,  the  well-known 
carriers,  held  that  the  Corporation  had  no  statutory 


power  to  carry  goods  apart  from  its  tramway  system,  and 
that  while  as  a  chartered  Corporation  it  had  such 
power  it  was  not  entitled  to  expend  any  part  of  the 
funds  referred  to  (city  fund  or  tramway  receipts)  for 
the  purpose  of  establishing,  maintaining,  or  carrying 
on  the  business  of  carriers,  except  as  part  of  and  in  con- 
nection with  its  tramway  undertaking.  The  critics  are, 
doubtless,  waiting  to  learn  whether  there  will  be  any 
appeal  from  the  decision  in  the  Chancery  Division,  but 
when  the  matter  is  discussed  we  hope  that  the  points 
underlying  our  italics  will  not  be  overlooked.  Quite 
irrespective  of  the  merits  of  the  matter,  it  is  of  interest 
to  note  that  when  the  directors  of  a  company  cause 
that  company  to  engage  in  a  business  that  is  ultra  vires 
its  constitution,  they  become  personally  liable  to  pay 
all  costs  and  expenses  incurred  in  connection  with  nch 
illegal  business,  whereas  members  of  a  town  or  city 
council  so  acting  appear  to  incur  no  responsibility 
whatever,  and  are  even  in  a  position  to  charge  the 
cost  of  the  proceedings  against  the  rates. 


Tii«Mwltoi«of  ^*  ^  reported  that  by  an  Imperial 
Umltod  LlabUUy  decree  recently  made,  amending  the 
In  BomU.  1^^^  relating  to  commercial  undertak- 
ings and  public  companies  in  Russia,  the  following 
new  taxes  will  come  into  operation : — 

Undertakings  required  by  law  to  publish  periodical 
reports  of  their  transactions  will,  in  future,  pay  a  tax 
of  from  3  to  14  per  cent,  of  their  net  profits  when  the 
latter  exceed  3  per  cent,  of  the  share  capital,  and 
varies  between  that  figure  and  20  per  cent.  This  is 
in  addition  to  the  trade  capital  tax,  which  will  remain 
in  force.  A  further  10  per  cent,  tax  is  imposed  on  the 
net  receipts  (!)  when  they  amount  to  more  than  20 
per  cent,  of  the  share  capital. 

Directors  of  undertakings  which  are  obliged  to 
publish  periodical  reports  are  required  to  pay  a  tax 
of  from  I  to  7  per  cent,  of  any  salary  or  bonus 
received  by  them.  The  maximum  rate  only  applies 
to  salaries  amounting  to  at  least  20,000  roubles  per 
annum. 


Oroviids  tor  ^^  *^®  ^^^  ^®*'  ^^*  Justice  Warrington 
VlndlBtf-np  a  made  an  order  for  the  compulsory 
Company.  winding-up  of  a  company  under  some- 
what unusual  circumstances.  Our  readers  are,  of 
course,  familiar  with  the  fact  that  the  Court  will  grant 
such  orders  inter  alia  "  when  it  is  just  and  equitable 
that  the  company  should  be  wound  up  *'  (Companies 
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Act,  1862,  Section  79  (5) ).  This  is,  of  course,  a  very 
wide  power,  and  has  been  used  in  the  past  under  very 
varying  circumstances,  but  in  the  case  to  which  we 
refer  the  desired  order  was  made  under  this  subsection 
because  in  his  Lordship's  opinion  there  was  sufficient 
primd  facie  evidence— he  did  not  say  more  than  that — 
that  the  company  was  promoted  and  carried  on  solely 
for  the  purpose  of  extracting  money  from  the  public 
and  handing  it  over  to  the  promoting  company,  and 
that  there  never  was  any  bond  fide  intention  that  the 
company  should  do  any  real  business.  Under  the 
whole  of  the  circumstances  he  thought  it  would  be 
a  perfect  scandal  if  he  were  to  refuse  a  compulsory 
winding-up  order,  which  was  accordingly  made.  It 
may  be  added  that  the  petitioner  in  this  case  was 
a  holder  of  ten  debentures  of  ;^io  each,  and  he  was 
supported  by  fifty-one  other  debenture -holders  holding 
in  all  approximately  half  the  total  debenture  issue. 
There  was  no  opposition  to  the  petition  save  on  the 
part  of  the  company. 


TiM  Oftpiuaiiatlon  At  a  recent  extraordinary  general 
of  PNllta.  meeting  of  H.  R.  Baines  &  Co.,  Lim.,  it 
was  decided,  says  The  Financial  News,  to  introduce  a 
Bill  into  Parliament  intituled,  **  A  Bill  to  confirm  the 
"capitalisation  in  past  years  of  certain  profits  of  H.  R. 
"Baines  &  Co.,  Lim.,  and  for  other  purposes.'* 
Messrs. .H.  R.  Baines  &  Co.,  Lim.,  are  the  proprietors 
of  The  Graphic,  Can  any  of  our  readers  aid  us  in 
discovering  a  parallel  case  ? 


■traotf*  Potlilon  ^®  ^^^  °^  Warner  v.  Cooper,  Cooper  & 
of  a  DoboBtaN-    Co.,    Lim,,    which    came    before    Mr. 
holder.  Justice  Sutton  on  the  5th  inst.,  raised 

a  somewhat  unusual  question  as  to  the  rights  of 
debenture-holders.  It  is,  of  course,  well  known  that  a 
company  issuing  debentures  can  impose  its  own  terms, 
which  accordingly  become  binding  on  successive 
holders  thereof,  but  the  general  impression  is  probably 
that  under  all  circumstances  the  company  is  liable  to 
pay  interest  on  such  debentures  to  the  then  holders 
thereof  at  the  current  rate  of  interest.  In  the  case 
just  referred  to  the  plaintiff  sought  to  recover  interest 
on  ^'2,234  of  B  Mortgage  Debenture  Stock  in  the 
defendant  company  for  one  year,  the  amount  being 
^^89  odd.  He  failed,  however,  to  prove  a  contract  to 
pay  this  interest  to  him.  It  appeared  that  the  deben- 
ture trust  deed  provided  for  the  due  payment  of 
interest  by  the  company  to  the  trustees,  but  established 


no  contract  to  pay  interest  to  individual  holders  of 
stock.  The  action  therefore  failed,  and  was  dismissed 
with  costs.  The  question  was  not  mentioned,  but  we 
imagine  there  would  be  no  legal  difficulty  in  the  way 
of  a  trust  deed  expressly  providing  that  holders  of 
stock  had  no  right  of  action  against  the  trustees  under 
any  circumstances,  and  if  that  be  so,  the  rights  of  such 
stockholders  would  be  restricted  indeed,  inasmuch  as 
they  would  appear  to  be  entirely  dependent  upon  the 
goodwill  of  the  trustees  for  anything  whatever. 


Wran^en  on  With  the  elevation  to  the  Bench  of 
the  Bench.  Mr.  J.  Fletcher  Moulton,  the  number 
of  Senior  Wranglers  at  present  occupying  judicial 
positions  has  been  increased  to  three,  the  other  two 
being  Lord  Justice  Komer  and  Lord  Justice  Stirling. 
All  three  graduated  in  the  same  decade.  For  a  parallel 
case  it  is  necessary,  says  The  Law  Journal,  to  go  back 
to  the  early  days  of  last  century,  when  Chief  Baron 
Pollock,  Lord  Langdale,  M.R.,  Baron  Alderson,  and 
Mr.  Justice  Maule,  all  contemporaries  on  the  Bench, 
were  Senior  Wranglers  in  1806,  1808,  1809,  and  18 10 
respectively.  It  is  interesting  to  note  that,  of  the  pre- 
sent High  Court  Judges,  in  addition  to  the  three  already 
named,  the  Lord  Chief  Justice,  and  Justices  Buckley, 
Channell,  Joyce,  and  Bray  were  all  Wranglers,  thus 
refuting  the  common  impression  that  a  man  who 
achieves  high  mathematical  honours  at  his  University 
achieves  nothing  else. 


Colliery  Short-  With  regard  to  the  further  question 
Working!.  raised  by  our  correspondent  "  Tonnage 
Rent "  at  the  conclusion  of  his  letter  which  appeared 
last  week,  the  position  of  a  company  taking  over 
an  existing  lease  and  the  benefit  to  work  off  short- 
workings  then  existing  is,  it  seems  to  us,  governed  b}- 
the  decision  of  the  late  Mr.  Justice  Byrne  in  the  case 
oi  Foster  V,  The  New  Trinidad  Lake  AsphalU  Company, 
Lim,  (Accountant  Law  Reports,  XXV L,  p.  209). 


The  Roll  of  The  application  In  re  a  Notary  Public  ;  1 
Hotarlei.  gx  parte  The  Provincial  Society  of  Notaries 
Public,  which  was  heard  before  Sir  Lewis  Dibdin,  as 
Master  of  the  Faculties  in  the  Upper  House  of  Con- 
vocation, at  Church  House,  Westminster,  on  the  5th 
inst.,  raised  a  question  of  much  historical  interest.  It 
appeared  that  the  Divisional  Court  had  removed  from  i 
the  Roll  of  Solicitors  the  name  of  one  who  had  been 
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found  gailty  of  professional  misconduct.  The  solicitor 
so  removed  was  a^so  a  Notary  Public,  and  the  object 
of  the  present  application  was  to  secure  his  removal 
from  the  Roll  of  Notaries.  It  was  stated  that  up  to 
the  time  of  Henry  VIII.  jurisdiction  in  the  matter  was 
with  the  See  of  Rome,  but  that  by  an  Act  passed  in  that 
reign  the  jurisdiction  was  transferred  to  the  Archbishop 
of  Canterbury.  Since  such  transference  it  was  admitted 
that  there  was  no  recorded  case  of  a  notary  having 
been  removed  from  the  rolls,  but  it  was  contended  that 
in  spite  of  this  absence  of  precedent  the  Court's 
jurisdiction  was  clear.  The  Master  of  the  Faculties 
held  that  be  had  jurisdiction  to  deal  with  the  case,  and 
made  the  order  asked  for.  The  case  is  perhaps  the 
more  interesting,  inasmuch  as  there  was  no  allegation 
against  the  conduct  of  the  respondent  in  his  capacity 
as  a  notary,  and  it  would  thus  appear  that  he  has  been 
punished  on  two  separate  and  distinct  occasions  for 
the  same  offence. 


Fdreitfii  '^^^  method  of  dealing  with  foreign  cur- 

CnmBeles  and  rencies  in  the  incorporation  of  Branch 
Branch  Aeooanu.  results  in  Head  office  books,  mentioned 
by  our  correspondent  "  C.  H.  B."  in  his  letter  which 
appeared  in  these  columns  last  week,  is  quite  inaccurate, 
and  would,  in  the  event  of  fluctuations  being  at  all  con- 
siderable, produce  quite  misleading  results.  The  correct 
treatment  would  take  too  long  to  describe  in  the  space 
at  present  available,  but  our  correspondent  will  find  it 
fully  explained  in  Dicksee's  "  Advanced  Accounting." 


A  CmiQiu  ^^®  ^*se  of  Denman  &  Cording  v.  The 
Mayor ^  Aldermen,  and  Councillors  of  the 
City  of  Westminster,  which  came  before 
the  Courts  on  the  yth  inst ,  disclosed  a  remarkable 
state  of  affairs.  The  plaintiffs  sought  an  injunction 
restraining  the  defendants  from  proceeding  to  treat  for 
the  acquisition  of  their  business  premises,  or  at  least 
for  such  portion  of  such  premises  as  were  not  required 
for  the  purposes  of  the  London  County  Council's 
scheme  to  v/iden  Piccadilly.  It  was  stated  that  as  the 
London  Council  had  no  statutory  powers  of  purchase, 
the  Westminster  Council  had  arranged  to  treat  for  the 
acquisition  of  these  premises  on  their  behalf.  The 
plaintiffs  said  they  were  willing  to  treat  for  the  27  feet 
actually  required  for  the  improvement  scheme,  but 
claimed  that  the  defendants  had  no  right  to  dispossess 
them  of  the  remainder,  which  would  be  sufficient  for 
their  basioess.    They  alleged  that  such  remainder  was 


not  required  for  the  purposes  of  the  scheme,  but  if 
taken  from  them  would  be  sold  to  a  company  which 
had  offered  the  Council  a  large  price  for  the  land.  His 
Lordship  expressed  surprise  that  a  local  authority 
should  use  its  statutory  powers  in  the  interests  of 
persons  desiring  to  acquire  adjacent  land  from  its 
owners,  and  stated  that  the  authority  had  no  right  to 
reduce  the  burdens  of  the  ratepayers  by  straining  its 
powers  to  enter  into  such  a  bargain.  He  found  no 
evidence  that  the  defendant  Council  had  exercised  an 
independent  judgment  in  the  matter,  and  held  that  its 
adjudication  was  not  binding  upon  the  plaintiffs;  that 
the  local  authority  was  not  entitled  to  more  of  the 
premises  than  was  actually  required  for  the  widening 
of  Piccadilly,  and  that  the  remainder  should  be  left  as 
a  '*  house  "  if  the  plaintiffs  desired  to  remain  in  posses- 
sion, in  which  case  they  could  not  be  dispossessed  in 
favour  of  others.  He  accordingly  granted  the  injunction 
asked  for,  with  costs.  This  case  is  of  interest  not  merely 
as  providing  an  instance  of  excessive  zeal  on  the  part  of 
a  local  authority  in  the  interests  of  ratepayers  which 
is  as  unusual  as  it  is  remarkable,  but  also  because  it 
shows  that  if  property-owners  so  desire  they  are 
entitled  to  retain  possession  of  that  portion  of  their 
property  not  actually  required  for  the  purposes  of  the 
scheme  on  hand. 


Income-Taz.  '°  ^^^^^  *°  *^®  question  raised  by  our 
correspondent  "  Justice,"  last  week,  we 
may  point  out  in  the  first  instance  that  the  pseudonym 
adopted  suggests  that  our  correspondent  is  approaching 
the  subject  from  a  mistaken  point  of  view.  The  ques- 
tion at  issue  is  not  what  is  the  justice  of  the  matter, 
but  what  is  the  law.  Unless  our  correspondent  can 
prove  to  the  satisfaction  of  the  Commissioners  that  the 
profits  have  fallen  short  from  some  specific  cause  since 
the  death  of  John  Brown,  Senr.  (Income-Tax  Act,  1842, 
Section  100),  the  business  must  be  treated  as  a  con- 
tinuing business,  and  the  assessment  should  be  based 
on  the  profits  for  the  three  years  ending  31st  December 
1904,  John  Brown,  Junr.'s  salary  being  added  to  such 
profits  unless  a  new  manager  has  been  appointed  in  his 
place.  Under  Section  133,  however.  Brown  is  entitled 
to  relief  to  the  extent  by  which  the  average  for  the 
three  years  1903-5  is  less  than  the  average  for  the  three 
years  1902-4.  The  amount  upon  which  he  is  liable 
to  taxation  is  thus  ;f440.  We  may  add  that  in  the 
absence  of  some  "  specific  cause  "  we  do^not  see  what 
he  has  to  complain  of.         Digitized  by  CiOOQ IC 
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Correspondence  and  Bnaufrfes. 


All  commanlcatlons  to  the  Editor  should  be 
by  letter  only. 


[We  are  at  all  times  ready  to  insert  correspondence  on 
matters  of  interest  to  the  Profession^  hut  we  do  not  of  course 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents,  not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faith,"} 


The  Competition  between  Accountants. 

fTo  the  Editor  of  The  Accountant.) 
Sir, — It  having  come  to  my  knowledge  that  some  of 
the  remarks  made  by  me  at  the  Liverpool  Chartered 
Accountant's  Dinner,  in  November  last,  have  been  so 
thoroughly  misunderstood  as  to  give  them  a  meaning 
which  it  was  never  intended  they  should  have,  I  desire 
to  withdraw  absolutely  from  my  remarks  on  that 
occasion  any  reference  whatever  to  the  Chartered 
bodies  of  Scotland  and  Ireland  and  other  Societies, 
save  and  except  those  referring  to  competition,  as  to 
which  I  maintain  my  personal  views. 

Yours  faithfully, 
London^  12th  February  1906.  WM.  B.  PEAT. 


Municipal  Trading  Accounts  and  Audit. 

To  the  Editor  of  The  Accountant. 
Sir,— At  a  time  when  municipal  accounts  and  their 
audit  are  being  discussed,  it  may  be  of  interest  to  show 
what  an  active  ratepayers*  association  can  accomplish 
if  its  members  are  in  earnest. 

In  the  autumn  of  1904  a  series  of  articles  appeared 
in  two  Ealing  papers  written  by  the  then  Chairman  of 
the  Housing  Committee,  recommending  the  Workmen's 
Dwellings  scheme  and  advocating  borrowing  a  large 
sum  of  money  to  enlarge  it.  On  carefully  examining 
the  accounts  it  was  discovered  that  this  venture  with 
the  ratepayers'  money  was  carried  on  at  a  loss.  One 
item  in  them  puzzled  us  exceedingly,  it  was  "loans 
paid  off  out  of  revenue  ;f  1,163  7S."  On  taking  out  the 
Revenue  Account  from  the  start  it  was  found  that  after 
debiting  mortgage  interest  and    other  charges  there 


was  a  loss  of  ;f209  13s.  6d.  Instead,  therefore,  of 
;f  1,163  7s.  being  ^^  paid  off  out  of  revenue,"  it  was  found 
that  it  was  met  by  means  of  a  "  bank  overdraft  on 
General  Account  ;f  1,337  iSs.  7d."  In  the  accounts 
recently  published  this  method  of  stating  them  has 
been  altered. 

The  next  point  carefully  examined  was  the  provisions 
of  the  Municipal  Corporation  Act,  1882,  as  to  auditing. 
Here  it  was  found  that  no  test  of  competency  was 
required.  The  Mayor's  auditor  must  be  a  councillor, 
and  elective  auditors  must  be  qualified  to  be  such.  In 
Ealing  the  Mayor's  auditor  for  some  years  past  has 
been  the  Chairman  of  the  Finance  Committee.  He  is 
the  Mayor  this  year,  and  his  auditor  is  the  Deputy- 
Mayor.  Here  the  question  in  its  broadest  sense  may 
be  raised,  whether  members  of  a  Finance  Committee 
of  a  borough  should  be  eligible  to  act  as  auditors  of 
the  accounts  and  the  expenditure  they  recommend  the 
council  to  adopt.  I  do  not  remember  a  case  either  of 
a  chairman  or  a  member  of  a  board  of  directors  acting 
as  auditors  of  the  company  of  which  they  had  control, 
and  I  think  that  there  should  be  a  bye-law  in  every 
borough  providing  that  members  of  the  Finance  Com- 
mittee of  a  council  should  not  be  eligible  to  audit  the 
accounts  that  they  are  in  a  measure  responsible  for. 
Of  the  present  two  elective  auditors  there  is  one,  I 
understand,  thoroughly  competent,  and  the  recent  dis- 
cussion in  the  local  press  has  brought  home  to  him  his 
responsibilities,  and  the  burgesses  are  much  indebted 
to  him  for  various  matters  to  which  he  has  called 
attention.  The  other  elective  auditor  is  the  vestry 
clerk.  In  a  letter  published  in  the  local  press  in 
December  last  written  by  his  colleague  to  the  Finance 
Committee  of  the  Council  is  the  following : — 

'*I  prefer  to  forward  this  letter  to  yoa  without 
referring  to  my  colleague,  he  holding  several  public 
appointments,  which  are  likely  to  bring  him  in  contact 
with  the  officials  concerned,  and  leave  it  to  your  judg- 
ment whether  he  could  exercise  that  independence  which  is 
necessary  in  exposing  a  defective  supervision  ^  and,  moreover. 
I  have  recently  experienced  that  similar  ideas  and 
recommendations,  which  I  am  pleased  to  say  have  been 
adopted  by  you,  as  for  instance,  the  introduction  of  the 
Stores  Account,  (he  guarantees  of  the  officials'  fidelity, 
the  full  control  of  cash  by  the  Imprest  system,  and 
other  matters  were  not  credited  to  me,  whereas  they 
invariably  and  entirely  have  emanated  from  me  and  in 
every  detail  were  the  produce  of  my  brains." 

I  think  your  readers  will  agree  with  me  that  there  is 
much  that  requires  alteration. 

It  would  appear  also  from  the  letter  from  which  I 
have  quoted  that  the  system  adopted  in  the  collection 
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of  the  rates  at  the  municipal  office  is  very,  very  lax. 
The  elective  auditor  writes  inter  alia  : — 

"  The  system  at  present  in  vogue  by  giving  consecu- 
tive receipts  for  district  rates  is  certainly  one  which 
recommends  itself  as  being  simple  and  convenient,  but. 
on  the  other  hand,  gives  every  facility  for  malpractice 
aud  presents  the  greatest  difficulty  of  control  by  the 
Finance  Committee  and  impossibility  of  a  proper  audit 
in  respect  of  *  Income.'  Although  lists  showing  the 
amounts  of  empties  and  irrecoverables  are  laid  before 
the  Committee  and  produced  to  the  auditors  whenever 
I  desire,  it  is  impossible  to  verify  their  correctness,  and 
with  a  collection  of  the  district  and  poor  rates  amount- 
ing to  over  /i2o,ooo  annually  (and  continually  increas- 
ing) and  of  which  about  4J  per  cent,  or  between  £5,000 
and  /6,ooo  are  irrecoverable,  I  cannot  see  how  cither 
the  Committee  or  the  auditors  can  check  the  amounts, 
and  nothing  is  easier  for  an  official  to  misappropriate 
large  amounts,  and  write  them  ofif  as  irrecoverable.  I 
must  here  say  that  I  have  implicit  faith  in  your  col- 
lectors and  the  officials  in  the  accountants'  and  other 
departments,  but  the  fact  remains  and  it  is  only  a 
matter  of  good  fortune,  that  you  possess  trustworthy  ' 
employees,  and  you  must  provide  and  protect  yourselves  1 
from  eventualities.*'  I 

Imagine  a  rate  collection  of  over  ;^i 20,000  a  year  with 
no  efficient  ctieck  thereon !  What  a  temptation  is  here 
offered  to  those  who  may  be  on  the  border  line  through 
betting,  card  playing,  8^. 

The  elective  auditor  submits  two  remedies  for  this 
lamentable  matter : — 

*'  One  of  the  remedies  in  preventing  such  defalcations 
would  be  to  simply  revert  to  the  former  method,  and 
which  is  in  force  with  the  poor  rate.  The  receipt  books 
are  made  up  thus  : — Counterfoil,  receipt,  demand  note. 
The  demand  note  and  corresponding  receipts  are  filled  in 
at  the  same  time,  the  first  is  duly  delivered  and  the  receipt 
is  given  on  payment  and  must  correspond  with  the 
counterfoil,  if  *  irrecoverable '  must  be  still  in  its  proper 
place,  and  if  missing,  then  the  amount  must  have  been 
paid,  and  if  '  partly  empty  '  the  counterfoil  would  show 
by  being  altered,  and  thus  it  remains  for  effectual  audit 
only  the  comparison  of  the  remaining  receipts  in  the 
book  with  the  statements  of  empties,  &c. 

Another  remedy,  though  less  facilitating  the  audits  but 
giving  control  to  the  treasurer's  department  without 
reverting  to  the  old  system,  and  certainly  time  and 
labour  saving,  is  as  follows : — 

The  demand  notes  for  all  rateable  properties,  being 
made  oat  and  corresponding  with  the  rate  books,  are  to 
be  prepared  by  the  treasurer  (not  as  hitherto  by  the 
collectors)  and  handed  to  the  collectors  for  delivery. 
those  for  unoccupied  houses,  and  consequently  not 
delivered,  are  endorsed  and  returned  to  the  treasurer's 
office ;  should  the  properties  become  rateable  through 


intermediate  occupation  during  the  half-year,  the  old 
demand  note  relating  to  it  is  cancelled  and  a  new  pro- 
portionate one  is  issued.  The  rate  books,  which  will 
be  daily  posted  up  by  the  treasurer  from  the  receipt 
counterfoils,  must  at  the  end  of  the  term  correspond 
with  the  amounts  collected,  plus  the  non-delivered 
demand  notes.  This  system  has  been  adopted  by  many 
boroughs,  and  (which  I  strongly  recommend)  has  the 
great  advantage  that,  in  addition  to  being  convenient, 
defalcations  can  scarcely  occur,  unless  the  collectors  are 
in  collusion  with  the  treasurer." 

Perhaps  some  of  your  readers  can  suggest   another 

remedy. 

There  is  another  matter  also  that  is  alarming  the 
burgesses — viz.,  the  numerous  applications  to  borrow 
money.  Last  week  ;f  25,000  was  wanted  for  electric  light 
purposes.     Here  is  an  extract  firom  a  local  paper : — 

**A  Councillor:  I  am  myself  a  member  of  the 
Council  and  of  the  Committee,  and  I  absolutely,  until 
this  last  hour,  knew  nothing  of  this  application,  or 
whether  it  was  for  machinery,  or  for  mains,  or  other 
things.  I  had  no  idea  of  it.  I  knew  nothing  about  it, 
and  not  one  member  of  the  Electric  Lighting  Committee 
knows  anything  about  the  allocation  of  this  money. 

The  Chairman  of  the  Committee:  I  must  entirely 
discredit  that  remark,  sir.  This  matter  has  been  before 
the  Committee  on  several  occasions,  and  the  Committee 

has  had  all    these  details.    Captain ,    as   a 

member  of  the  Committee,  has  had  every  opportunity 
of  asking  questions  and  obtaining  information.    The 
matter  received  very  careful  consideration  before  it  was 
I  sent  up  to  the  Council. 

>  The  Councillor:  I  say  this  new  machinery  is  not 

i  required,  and   the  necessity  for  it  was  not  discussed. 

That  is  my  point,  and  that  is  all  I  have  to  say." 

,  Sooner  or  later  the  small  loans  scheme  will  cost  the 
I  ratepayers  dearly.  Over  ;f 87,000  was  raised  on  deben- 
I  tures,  with  few  exceptions,  at  six  months'  notice. 
'  What  will  occur  if  a  panic  arises  throughout  the 
'  country  on  this  faulty  system  of  raising  money  for 
capital  permanent  outlay  ? 

In  conclusion,  through  the  efforts  of  the  Ratepayers' 
Association,  a  clause  was  inserted  in  the  local  Act 
enabling  the  Council  to  employ  Chartered  Accoun- 
tants. The  year  book  just  published  also  gives  much 
more  information  than  former  ones. 


February  loth  1906. 


Yours  faithfully, 
F. 


P.S.— I  think  The  Municipal  Journal  will  agree  that 
something  has  to  be  done,  at  any  rate  in  Ealing,  to  have 
a  more  efficient  i 
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Oas  CompanieB  and  Depreciation. 

(To  the  Editor  of  The  Accountant.) 
Sir,— Referring  to  your  leading  article  in  to-day's 
issue. 

You  point  out  that  the  provisions  of  the  Gasworks 
Clauses  Acts,  1871  and  1874,  taken  in  conjunction  with 
the  circumstance  that  the  statutory  form  of  accounts  is 
on  the  Double- Account  System,  indicate  that  it  is  the 
intention  of  the  Legislature  that  no  provision  shall  be 
made  for  depreciation,  except  by  means  of  a  **  Reserve 
Fund  "  under  Section  31  of  the  latter  Act. 

May  I  have  your  views  upon  two  points  in  the  case 
of  undertakings  not  owned  by  local  authorities  ? 

(1)  Do  you  consider  it  to  be  illegal  to  provide  for 
depreciation  by  charging  a  part  of  the  current 
year's  capital  expenditure  to  revenue  ?  For 
example,  if  £U000  is  spent  on  new  mains,  not  in 
place  of  old  ones,  would  it  be  very  wicked  to 
charge,  say,  ;f*(?0  to  capital  and  £200  to  revenue  ? 

(2)  Do  you  consider  the  auditor  is  under  any  obliga- 
tion, legal  or  moral,  to  guard  the  interests  of  the 
consumer  ?  He  is  appointed  and  paid  by  the 
shareholders  of  the  company. 

A  small  invested  reserve  is  all  that  most  companies 
require ;  unexpected  contingencies,  such  as  the  blowing 
up  of  a  gasometer,  can  be  provided  for  by  insurance. 

There  are  many  advantages  in  providing  for  depre- 
ciation as  indicated  in  my  first  question.  One  of  them 
is  decidedly  in  favour  of  the  consumer — viz.,  capital 
expenditure  being  kept  down,  there  will  be  less  to  pay 
away  in  dividends  to  shareholders. 

Yours  faithfully, 

A.C.A. 


10//*  February  1906. 


Pennies  Coined  for  Tossing. 

(To  the  Editor  of  The  Accountant,) 
Sir, — Thinking  it  may  possibly  interest  your  numerous 
readers,  after  the  strain  of  the  recent  elections,  I  enclose 
a  cutting  taken  by  me  from  the  Birmingham  papers 
when  I  was  here  in  the  summer  and  autumn  of  1875, 
over  thirty  years  ago. 

I  came  across  this  cutting  when  sorting  sonic  old 
papers  a  few  days  ago  before  coming  down  here,  and 
have  shown  it  to  several  of  my  local  friends  and  it 
amused  them  very  much.  I  trust  it  may  have  a  similar 
beneficial  efiect  upon  your  readers. 


Extraordinary  Letter  to  the  Birmingham  Mint. 

The  followlDg  peculiar  letter,  dated  September  ist, 
has  been  received  by  Mr.  Ralph  Heaton,  at  the  Mint,  in 
Icknield  Street  East :— '•  To  Messrs.  Heaton  &  Sons.— I 
*'  had  a  penny  which  had  two  heads  upon  it,  and  I  have 
*'  given  it  away  in  mistake.  I  would  like  another  one, 
"  so  if  you  will  cast  two  for  me,  one  with  two  heads  and 
'*  one  with  two  tails.  I  have  enclosed  four  stamps,  and 
"  if  it  is  not  enough  I  will  send  a  few  more  for  your 

•  •  trouble.  Let  me  know  by  return  of  post  if  you  can 
*•  supply  me,  and  oblige,  Peter  Reid,  Bridge-of-Caley, 
"  Blairgowrie.  N.B. — It  is  for  tossing  with  I  want  them, 
"  and  I  will  pay  the  postage  of  them." 

The  letter  was  forwarded  to  the  Mint  in  London,  with 
the  following  note  : — *'  The  Mint,  Birmingham,  Sept.  3 
•*  1875.— To  the  Honourable  Freemantle,  Deputy-Master 
"  of  the  Mint. — Dear  Sir— The  note  enclosed,  with  8Jd. 
"  stamps,  arrived  here  yesterday.  As  I  think  the  appli- 
"  cation  so  unique,  and  as  we  cannot  oblige  the  applicant 
*'  with  his  tossing  pennies,  I  have  taken  the  liberty  of 
"  sending  it  to  you,  and  remain,  dear  Sir,  yours  faith- 

*  •  fully ,  Ralph  Heaton  . ' ' 

I  am.  Sir,  your  obedient  servant, 

GERARD  VAN  DE  LINDE. 
Birmiughatti,  gth  February  1906. 


Foreign  Currencies  and^Brancli  Accounts. 

(To  the  Editor  of  The  Accountant.) 
Sir, — In  reply  to  the  letter  signed  "  C.  H.  B."  in  your 
issue  of  the  loth  inst.,  asking  the  reason  for  the  practice 
of  converting  the  balance  of  Profit  and  Loss  of  a 
Foreign  Branch  at  the  average  rate  of  the  period 
covered  by-the  accounts,  this  practice  assumes  that  the 
proBt  accrues  over  the  period  evenly  day  by  day,  and 
that  in  its  character  of  profit  it  is  not  properly  retain- 
able abroad,  these  assumptions  being  the  nearest 
approximation  to  fact. 

Suppose  the  floating  assets  and  liabilities  of  a 
Foreign  Branch  at  the  beginning  of  a  given  year  to 
exactly  balance  each  other,  and  exchange  on  that  day 
to  be  24  francs  to  the  £,  and  suppose  that  precisely  the 
same  state  of  affairs  existed  at  the  close  of  business  at 
the  end  of  the  year  in  question  when  exchange  was 
again  24  francs. 

Suppose  that  during  the  year  a  profit  of  50,000  francs 
had  been  earned,  assumed  to  accrue  equally  from  day 
to  day,  and  that  exchange  during  the  first  and  last 
quarters  of  the  year  was  at  24  francs  to  the  £y  and 
during  the  second  and  third  quarters  of  the  year  it  was 

26  francs  to  the  £,  (^  r^r^rAr> 
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Suppose  further  that  the  proceeds  of  a  sum  of  50,000 
francs,  which  is  exactly  equal  to  the  profit  of  the  whole 
period,  had  been  remitted  to  Eugland  during  the 
time  when  exchange  was  26  francs  to  the  £^  then  about 
j^i,92o  would  be  realised  in  Englaifti,  and  if  the  profit 
in  francs  earned  in  the  year  were  converted  at  the  end 
of  the  year,  as  suggested  by  "  C.  H.  B.,"  at  the  rate  of 
exchange  then  current,  the  company's  accounts  would 
show  a  profit  of  about  j^2,o8o  and  a  loss  on  exchange  of 
;f  160,  being  the  difference  between  the  amount  actually 
received  and  the  profit  so  shown  in  the  accounts; 
whereas  the  nearest  approximation  to  fact  is  evidently 
to  convert  the  profit  at  the  average  rate  of  exchange  tor 
the  period,  which  is  25  francs,  amounting  to  ;f  2,000,  and 
io  show  a  loss  on  exchange  of  ;f  80,  this  having  in  fact 
arisen  owing  to  the  whole  of  the  sum  of  50,000  francs 
having  been  remitted  at  a  tiaie  when  exchange  was  less 
favourable  than  the  average  of  the  period. 

I  have  endeavoured  to  eliminate  all  factors  in  the 
above  supposititious  case  which  do  not  bear  on  the 
question  raised  as  to  the  principle  of  converting  Profit 
and  Loss  at  the  average  rate  of  exchange,  which  is 
certainly  the  proper  one.  Any  other  method  might 
seriously  distort  the  results,  especially  if  the  accounts 
had  to  do  with  countries  where  violent  fluctuations  some- 
times occur,  as,  for  instance,  the    South    American 

Republics. 

Yours  faithfully, 

London^  12th  February  1906.  P.  D.  LEAKE. 


The  L.Q.B.  Accounts  Committee. 

fTo  ike  Editor  of  The  Accountant.) 
Sir, — I  notice  this  morning  in  The  Accountant  ^aXed 
February  loth  a  paragraph  on  the  subject  of  the  Local 
Government  Board  Accounts  Committee,  and  in  con- 
nection with  that  subject  hand  you  copy  of  a  resolution 
which  has  just  been  despatched  by  this  Chamber  to  the 
President  of  the  Local  Government  Board.  I  notice 
also  that  you  ask  who  are  the  members  of  the 
Committee,  and  I  append  provisional  list  of  the  same, 
which  it  is  possible  may  be  added  to  further,  viz. : — 
Mr.  Walter  Runciman,  M.P.,  Chairman. 

„     T.  Pitts,  C.B. 

„  .J.  Bromley,  C.B. 

„     R.  Barrow. 

„     E.  P.  Burd. 

„    J.  J.  Burnley. 

„    J.  Gane,  F.C.A. 

„     F.  Merrifield  ;  and 

„    G.  R.  Snowden,  Secretary. 


Departmental  Committee  on   Accounts  of  Local 
Authorities. 

"Resolved: — That  this  Chamber,  having  regard  to 
the  composition  of  the  Departmental  Committee 
recently  appointed  by  the  President  of  the  Local 
Government  Board  to  inquire  and  report  on  the 
accounts  of  Local  Authorities  in  England  and  Wales,  is 
of  opinion  that,  if  it  is  desired  that  the  report  of  such 
Committee  shall  command  the  confidence  of  the  com- 
mercial community,  representatives  of  some,  or  all,  of 
the  other  societies— in  addition  to  *  The  Institute  of 
Chartered  Accountants  in  England  and  Wales  '—named 
in  the  recommendation  contained  in  the  Report  of  the 
Joint  Select  Committee  on  Municipal  Trading,  1903, 
should  be  added  to  such  Departmental  Committee. 
The  Chamber  believes  that  the  Committee  would  thus 
be  greatly  strengthened,  and  that  the  adoption  of  this 
course  would  be  more  in  accordance  with  the  before- 
mentioned  Report  of  1903." 

I  am,  yours  faithfully, 

THOMAS  H.  BARKER, 
Liverpool,  10th  February  1906.  Secretary, 

[Our  correspondent  cannot  have  read  our  pages 
very  carefully  or  he  would  be  aware  of  the  fact  that  we 
have  already  published  the  nanus  of  the  Committee. 
There  is  no  mystery  about  the  names ;  what  we  asked 
was  \yho  all  the  committeemen  were,  and  what  were 
their  respective  qualifications  for  the  position. — 
Ed.  Acct,!^ 

Colliery  Shortworklngs. 

(To  the  Editor  of  The  Accountant.) 

Sir, — Before  dealing  with  the  question  set  forth  in 
the  latter  part  of  "  Tonnage  Rent's  "  last  letter,  it  may 
I  make  for  clearness,  and  perhaps  the  further  interest  of 
I  accountant  students,  to  take  a  summary  view  of  the 
*'  old  principle  "  of  accounting  he  has  condemned,  in 
i  comparison  with  his  new  policy  and  fallacious  argu- 
,  ments  thereon. 

I      The  old  principle  allows  a  colliery   to    show   its 

I  minimum  rent  as  an  asset,  considering  such  rent  not  as 

being  anything  in  the  nature  of  land  or  warehouse  rent  ; 

\  but  in  reality  as  a  payment  in  advance  to  the  lessor  recover- 

'  able  from  future    royalties.      That   this  procedure — as 

I  admirably  expressed  in  "Royalty's"  letter  in  your  issue 

of  January  27th— is  quite  sound,  cannot  be  gainsaid, 

for,  as   I   have  previously  stated,  the  minimum  rent 

tonnage  is  not  fixed  so  high  that  it  is  in  danger  of  being 

maintained. 

The  new  policy,  however,  put  forward  by  **  Tonnage 
Rent "  is  to  either^  write  off  the  rent^al together   or 
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create  a  reserve  value  for  value  with  it.  A  cost  taken 
out  upon  this  principle  would  saddle  one  hundred  tons 
of  coal  won  in  preliminary  working  with  a  full  rent  of 
;f  1,000,  and  five  years  afterwards  chsLrge  forty  thousand 
tons  with  only  the  same  amount,  if  sufficient  "  shorts  " 
remained  to  absorb  all  the  over  workings  of  that  year. 

I  will  only  emphasise,  as  answer  to  this,  that  in 
addition  to  an  accountant  satisfying  himself  that  assets 
are  brought  down  to  their  proper  value,  thus  restraining 
profits  from  a  division  up  to  the  hilt,  it  is  equally  in- 
cumbent upon  him— in  the  interests  of  the  shareholders 
on  whose  behalf  he  is  engaged — to  see  that  assets  are 
kept  up  to  a  legitimate  standard,  and  no  undue  charge 
thrust  against  current  dividends.  Therein  lies  a  crucial 
point  in  his  work.  Any  mere  bookkeeper  can  dump 
payments  wholesale  to  Profit  and  Loss.  It  certainly 
would  be  "  sound  financially.*' 

With  regard  now  to  "  Tonnage  Rent's  "  question  of 
a  colliery  purchased  for  /"sojooo.  It  no  reference  is 
made  in  the  agreement  of  sale  to  the  ;^5,ooo  of 
"shorts"  standing— if  they  are  "thrown  in  "  afterwards, 
as  his  wording  implies — would  not  the  assets  acquired 
be  £55,000  value  ?  Whatever  the  figures  were,  how- 
ever, the  Balance  Sheet  of  the  new  company  must 
show  the  ;f  5,000  of  "  shorts  "  among  its  assets. 

Supplementing  the  question  with  further  working 
details  we  will  assume  that  it  has  been  satisfactorily 
established  that  the  "  shorts  '*  are  sound  and  require  no 
reserve,  also  that  an  analysis  of  the  account  comes  out 
as  follows : — 

Lease  A  for  99  ^rears  with  Lord  X.  (6  years  in 
operation,  preliminary  workings  now  finished)  :» 
Minimum  Rent  over  the  period  at  £1,000  per 

annum         £6,000 

Less  Royalty  charged  to  Working  Ac- 
count on  tonnage  won  in  190a         . .      £500 
Do.  1903         ..        700 

Do.  1904         . .        900 

Do.  1903         ..     1,900 

4,000 

Balance  of "  Shorts " a.ooo 

Lease  B  for  an  indefinite  period  with  Squire  Z. 
Held    in    reserve   for 


(3  years  in   operation, 
working  5  years  hence)  :- 
Minimum  Rent  paid  at  £1,000  per  annum 


3.000 
Total    £s.ooo 


With  these  details  before  us  the  procedure  at  the  end 
of  the  first  year  of  the  new  company's  working,  upon  a 
toonage  won  from  Mine  A  equalling,  say,  jf2,6oo, 
would  then  be : — 

1.  Debit  Working  Account  and  Credit  Lord  X,  :— 

Royalty  on  Tonnage  won  £2|6oo 

2.  Debit  Lord  X.  from  Cash  Book  Credit  :— 

With  Minimum  Payment  made  ..      x,ooo 

3.  Debit  Lord  X.  and  Credit  Shortworkings  :— 

Overuforkings  taken  in  redemption  of  previous 
''shorts" — 


In  respect  of  Lease  B  upon  area  not  in  working  :— 
Debit  Shortworkings  with  Minimum  Payment  made 


£1,600 
£1,000 


The  position  of  the  "  Shorts  "  Account  would  now 
be:— 

Lease  A.  Balance  of  "  Shorts  "  to  recover £400 

«       B.  Full  Minimum  Payments  to  recover       . .  4><3oo 

Totol    £4.4<» 
Showing  a  net  reduction  over  the  year  of  . .      £600 

The  balance  in  time  should  be  further  reduced,  and 
finally  worked  ofi  automatically  in  the  same  way, 

"  Tonnage  Rent's  "  contention  that  "  shortworkings 
"  carried  forward  cannot  be  collected  from  an  outsider, 
"  but  only  from  the  company  itself  out  of  its  own 
** profits  earned  in  the  future"  is  quite  unsound. 
Surely,  by  wrongly  debiting  the  actual  rent  only  to  Work- 
ing  Account — which  in  the  instance  under  considera- 
tion would  be  ;^2,ooo— aod  then  writing  off  the  pseudo 
profit  so  obtained — ^which  would,  of  course,  be  £(iOO — 
against  shortworkings,  he  is  not  labouring  under  the 
impression  that  they  are  being  redeemed  out  of  profits  ? 
The  redemption  should  be  direct  from  the  lessor^s 
Personal  Account  as  sho'jvn. 

If  I  may  trespass  upon  further  space  I  would  beg  to 
add  that  as  a  result  of  a  verification  not  available  at 
the  time  of  writing  my  last  letter,  I  find  the  higher 
ratio  of  workings  to  minimum  rent  quoted  therein 
happens  to  refer  to  a  stone  mining  lease  which  is  fixed — 
I  understand — upon  rather  favourable  terms.  This 
instance  of  such  a  high  preponderance  of  workings 
over  rent  should  not,  therefore,  have  been  used  by  me 
as  a  criterion  for  colliery  workings. 

I  am,  Sir,  yours  faithfully, 

February  loth  1906.  DEAD  RENT. 


(To  the  Editor  of  The  Accountant.) 

Sir, — In  reply  to  "Tonnage  Rent"  in  your  last  issue, 
I  assume  that  in  this  case  there  is  no  goodwill.  The 
purchase  price  (£50,000)  set  out  in  the  Deed  of  Con- 
veyance must  be  credited  to  the  vendors,  and  the 
various  assets  purchased  should  be  debited  under  their 
proper  heads.  The  ;f5,ooo,  which  appears  to  be 
thrown  in  for  shortworkings,  may,  or  may  not,  have  an 
intrinsic  value.  In  practice  it  is  sometimes  necessary 
to  have  recourse  to  leases  where  overpayments  of  rent 
have  been  made,  and  to  carefully  examine  all  the 
clauses.  I  have  found  many  old  leases  badly  drawn, 
and  in  one  particular  instance,  in  a  Yorkshire  lease,  I 
found  a  governiog  clause  in  a  lease  contradicted  and 
entirely  upset  by  a  subsequent  clause  introduced  near 
the  end  of  the  lease.  ^  j 
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It  is  not  generally  understood  by  those  who  have  not 
had  practical  experience  of  Colliery  Accounts  and 
Leases  that  a  colliery  proprietor  may  be  prepared,  for 
the  "  general  good  "  of  his  colliery,  to  pay  a  minimum 
rent  for  an  area  which  he  may  never  be  able  to  work 
profitably,  and,  in  fact,  may  never  intend  to  work ;  but 
if  there  is  a  clause  in  the  lease  which  says  "  the  coal 
must  be  gotten  in  a  workmanlike  manner,"  then  it 
mast  be  worked,  or  the  whole  of  the  coal  in  that 
demise  must  be  paid  for. 

An  examination,  and  sometimes  a  cross-examination, 
is  necessary  of  parties  concerned  in  "  shorts  "  before 
the  amount  to  be  written  off  can  be  ascertained. 

Much  more  might  be  said  under  this  head,  but 
verbum  sat  sapienii. 

Yours  truly, 

Newcastle-upon-Tyne,  JOHN  BLENCH. 


Income  Tax. 

(To  the  Editor  of  The  Accountant.) 

Sir, — The  nom  dc  plume  taken  by  your  correspon- 
dent ''Justice  "  would,  in  my  opinion,  have  been  more 
appropriately  "  Injustice,"  in  so  far  as  he  thereby 
covers  a  suggestion  that  John  Brown,  Junr.,  is  receiving 
improper  treatment  at  the  hands  of  the  Surveyor. 

For  if  John  Brown,  Junr.*s  assessment  for  1905-6  was 
arrived  at  on  an  average  of  past  profits  without  omitting 
from  each  of  the  years  taken  the  salary  he  received  as 
manager,  such  assessment  would  manifestly  not  furnish 
a  true  forecast  of  his  income  for  the  year  mentioned, 
t>ecau8e»  *as  present  proprietor,  he  is  entitled  to  the 
whole  of  the  profits  of  each  year,  and  an  average 
arrived  at  as  indicated  would  merely  give  the  measure 
of  the  profits  for  assessment  of  his  predecessor,  and 
not  of  himself. 

The  logical,  if  not  the  strictly  literal,  position  has,  in 
cases  sach  as  this,  always  appeared  to  me  to  be  as 
follows : — 

The  Inland  Revenue  has  a  right  to  collect  income- 
tax  on  the  income  arising  in  this  country  from  all 
investments  of  capital,  and  if  any  person  sees  fit  to 
transfer  any  capital  of  which  he  may  be  possessed  from 
one  form  of  investment  to  another,  such  as,  in  the  case 
under  rex-iew,  in  the  purchase  of  a  business,  then  it 
becomes  the  affair  of  the  Commissioners  of  Inland 
Revenue  to  follow  that  capital  to  its  new  investment, 
and  assess  the  profits  or  share  of  profits  which  will  now 


represent  the  dividends,  interests,  &c.,  which    were 
previously  earned  under  the  old  investment. 

Now,  if  John  Brown,  Junr.,  be  assessed  on  the 
average,  as  shown  by  "Justice,"  to  give  an  assessable 
result  of  j£'273,  it  is  clear  that  the  Inland  Revenue  will 
not  receive  tax  on  the  full  income  which  (h3rpotheti- 
cally)  John  Brown,  Junr.,  will  receive,  by  reason  of  the 
transfer  of  his  capital  from  one  investment  to  another, 
for  in  the  years  prior  to  1905-6  he  will  have  paid  tax 
(disregarding  abatements)  on  income  thus : — 


Salary  

Plus  Income  arising  on  the  prin- 
cipal sums  which  he  invests 
ultimately  in  the  purchase  of 
the  business       


jCaoo  to  £250 


and  now  only  an  average  of  profits,  with  his  former 
salary  omitted  from  each  year  taken,  will  be  a  correct 
basis  for  estimating  his  income  for  the  current  year, 
assuming  that  the  business  is  his  sole  source  of  income. 

There  is  not,  to  my  mind,  any  doubt  but  that  the 
Surveyor  would  have  been  perfectly  justified  in 
demanding  tax  for  1905-6  on  £^go : — 

Profit,  1902        £y30 

Salary  200 


Profit,  1903 
Salary 


£280 
200 


Profit,  Z904        £240 

Salary  250 


-      480 


490 


3)1.470 
£490    . 

and  in  asking  for  tax  on  £^0  only  it  is  clear  that  the 
Surveyor  has  appreciated  the  merits  of  the  case  and  has 

I  afforded  the  relief  granted  by  Section  133,  5  &  6  Vict. 

I  c.  35,  as  amended,  without  putting  John  Brown,  Junr., 
to  the  trouble  of  sending  in  a  claim. 

I  am.  Sir,  your  obedient  servant, 

HERBERT    EDWARDS. 
13/^  February  1906. 


(To  the  Editor  of  The  Accountant.) 
Sir,— I  have  to  thank  Mr.  T.  Hallett  Fry  for  calling 
attention,  in  your  issue  of  the  20th  ult.,  to  my 
income-tax  lecture  at  Sheffield,  reported  in  The  Accoun- 
tant on  the  6th  uU.,  as  he  has  thus  enabled  me  to 
remove  any  misapprehension  which  may  have  arisen 
'  regarding  my  remarks  about  **  double  duty." 

I  expressed  in  that  lecture  my  disapproval  of  pro- 
ceedings for  heavy  penalties,  exceplyiir  clear  cases  of 
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fraudulent  intention.  Even  in  those  instances  "  double 
duty"  (that  is,  "single  duty"  over  and  above  the 
ordinary  duty)  for  three  years  seems  a  sufficiently 
heavy  penalty,  more  especially  if  the  statutory  fine  of 
jf  20  also  is  inflicted  for  each  year. 

I  should  regard  the  question  of  penalties  for  wilful 
offences  entirely  apart  from  unintentional  errors  and 
honest  endeavours  to  make  amends  for  them,  if  in  the 
latter  cases  threats  of  proceedings  did  not  constitute  a 
powerful  weapon,  which  may  be  used  excessively  in 
rectifying  undercharges  for  past  years. 

When  such  undercharges  are  discovered,  I  am  in 
favour  of  reasonable  settlements  being  made  between 
the  Inland  Revenue  authorities  and  the  taxpayer ;  and 
though  it  may  be  objected  that  the  professional  man  or 
trader  is  fully  conversant  with  his  own  affairs,  and  that 
subsequent  rectifications  of  returns  should  not,  in  the 
bulk  of  cases,  be  necessary,  I  would  suggest  that  if  any 
new  legislation  gives  the  Crown  power  to  recover  under- 
charges under  Schedule  D  for  three  years,  equal  power 
should  be  conferred  on  the  taxpayer  to  recover  over- 
charges under  Schedule  D  for  a  like  period. 

The  importance  of  this  suggestion  will  be  manifest  to 
all  who  have  adequate  knowledge  of  how  the  public 
regard  what  is  called  **  back  duty." 

Yours  faithfully, 
14th  February  1906.  C.  E.  ISAACS. 


Conversion  of  Private  Firm  into  Limited  Company. 

(To  the  Editor  of  The  Accountant.) 
Sir, — A.  is  the  sole  proprietor  of  a  business.     His 
position  on  31st  December  last  was  as  follows: — 


Sundry  Creditors 
A. 's  Capital    .. 


;C5,ooo 
10,000 

jfiS.ooo 


Stock  and  Loose  Plant    £8,000 
Book  Debts    ..        ..       7,000 

£15.000 


A.  then  converts  bis  business  into  a  company  and  takes 
9,994  shares  of  {,i  each  himself,  and  his  six  sons  take 
the  other  six  shares. 

I.  Is  it  necessary,  in  order  to  comply  with  the  Com- 
panies Acts,  that  there  shall  be  a  contract  in  writing 
whereby  A.  agrees  to  sell  and  the  company  to  purchase 
the  undertaking,  or  will  not  a  mere  verbal  arrangement 
suffice  ? 

If  the  latter,  then  the  company  pays  him  a  cheque 
for  ;£'io,ooo  which  he  places  to  his  credit  at  his  bank, 
and  thereout  pays  to  the  company  his  own  cheque  for 


;^9,994,  and  is  allotted  shares  to  that  amount.  The 
other  six  shares  are  also  paid  for. 

2.  Can  such  shares  under  such  circumstances  be 
regarded  as  having  been  subscribed  for  in  cash  ? 

If  you  can  give  me  your  opinion  in  your  next  issue  I 

shall  be  grateful. 

Yours  faithfully, 

PUZZLED. 

[In  the  circumstances  named  the  shares  would  be 

paid  for  in  cash,  but  the  assets  could  not  be  verbally 

assigned  to  the  company. — Ed.  Acct,] 


©bftuars* 


Jolin  Martin  Winter,  P.C.A. 

We  greatly  regret  to  notice  in  the  report  of  the 
Institute's  Council  meeting,  which  appeared  in  our  last 
issue,  the  death  of  Mr.  J.  M.  Winter,  F.C.A.,  chief  partner 
in  the  firm  of  J.  M.  Winter  &  Sons,  Chartered  Accountants, 
16  Market  Street,  Newcastle-on-Tyne,  which  took  place 
in  January  last,  from  an  attack  of  pneumonia,  at  the  age 
of  65.  Deceased  was  one  of  the  most  widely  respected 
accountants  in  the  North  of  England.  He  commenced 
practice  in  the  year  1870,  and  became  a  member  of  the 
Institute  sA  the  date  of  the  Charter.  He  for  some  time 
held  the  position  of  County  Alderman  of  Northumber- 
land County  Council,  and  was  Vice-Chairman  of  the 
Finance  Committee.  He  also  occupied  many  other 
honorary  positions,  one  of  the  most  prominent,  and  to 
which  he  devoted  a  considerable  amount  of  his  leisure 
time,  was  that  of  Chief  Officer  of  the  Tynemouth 
Volunteer  Life  Brigade.  Accountants  who  were  fortunaite 
enough  to  attend  the  Autumnal  meeting  of  the  Institute  at 
Newcastle  in  1890  will  well  remember  his  genial  presence, 
and  the  interesting  display,  specially  for  the  members  of  the 
Institute,  he  and  his  men  gave  at  Tynemouth  of  the  life- 
saving  apf)aratus.  He  leaves  behind  him  three  sons  (two 
of  whom  were  in  partnership  with  him)  and  one  daughter. 

The  funeral  took  place  on  the  14th  ult.  ait  Preston 
Cemetery,  North  Shields,  in  the  presence  of  about  5,000 
people  representative  of  all  the  institutions  deceased  had 
been  in  touch  with. 

The  mournful  procession,  one  of  the  largest  that  has 

ever  been  seen   in    North    Shields,    started  from  Percy 

Gardens   prompt   to  the  time  arranged,   and  proceeded 

through   Tynemouth   Front   Street  by   Spital   Dene   and 

Preston  Avenue  to  the  cemetery,  the  whole  route  of  about 

two  miles  being  closely  lined  with  sympathising  spectators. 

P'ollowing  the  hearse  were  the  private  carriages  containing' 

the  principal  mourners,  and  these  were  flanked  by  members 

of  the  Tynemouth  Volunteer  Life  Bn£3i^r\J^  foUowincr 
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were  indnded :  — Mr .  R.  P.  Winter,  Mr.  F.  Winter,  Mr. 
Martin  Winter,  Mr.  A.  H.  Way,  Mr.  Chas.  Winter,  Dr. 
Frank  Winter,  Mr.  Robert  Winter,  Rev.  S.  Pearson,  Mi. 
W.  Winter,  Mr.  Frank  Winter,  Mr.  J.  R.  Winter.  Mr.  T.  H. 
Winter,  Mr.  R.  Maughan,  Mr.  F.  Winter  (Gateshead),  Mr. 
John  Winter,  Mr.  Edward  Winter.  Amongst  others 
following  were  Mr.  Ireland  Wright,  representing  the  Duke 
of  Northumberland,  Mr.  H.  Cray,  M.P.,  Mr.  Lawson 
Harris,  M.P.,  Mr.  James  Knott,  Mr.  C.  Knight,  Mr.  W. 
Angus,  Mr.  J.  M.  Criddle.  Mr.  H.  H.  Bell,  Mr.  W.  E. 
Barker,  Mr.  D.  W'ilson,  Mr.  J.  Johnstone,  Dr.  Haxker, 
Mr.  E.  Towers,  Mr.  Middleton,  Mr.  A.  Phillips,  Mr.  E. 
Robinson,  Mr.  T.  W.  Fingland,  Baron  Heyking,  Mr.  W. 
Graham,  Mr.  Wright,  Mr.  W.  J.  Bone,  Mr.  Wilkinson. 
Mr.  Fairweather,  Mr.  W.  Bird,  Mr.  C.  Druiy,  Mr. 
Fontaine,  and  Mr.  L.  Allard. 

The  Northern  Architectural  Association  was  repre- 
sented by  Mr.  A.  B.  Plummer.  The  CuUercoats  Life 
Brigade  was  in  charge  of  Chaptains  Swan  and  Steel,  and 
the  Cullercoats  Branch  of  the  Royal  National  Lifeboat 
Institution  was  represented  by  Mr.  H.  R.  Bailey,  J.P. 
The  Royal  National  Lifeboat  Institution  was  represented 
by  Cofoncillor  Johnstone  Wallace,  of  Newcastle,  and  the 
Tyneside  Branch  by  the  Rev.  Canon  Hicks  (Chairman), 
Lieutenant  Burton,  R.E.,  and  Mr.  H.  Oswin  Bell  (Hon.  Sec- 
retary). The  Tynemouth  Volunteer  Life  Brigade  and  the 
Coastguard  at  Tynemouth  were  under  the  command  of 
Captain  Daintree,  R.N.,  and  Chief  Officer  Craven.  The 
members  of  the  first  division  oi  the  Life  Brigade  acted 
as  under-beairers,  and  the  captains  of  each  division  were 
the  pall  bearers.  Mr.  J.  Shewell  Spence,  the  Hon.  Treasurer 
of  the  Brigade,  was  also  present.  South  Shields  V.L.B. 
was  represented  by  Captains  Walter  Buckland,  James 
Page,  and  J.  Grimes,  and  Mr.  Samuel  Malcolm  (Hon. 
Secretary  and  Treasurer).  Representatives  were  also 
present  from  the  Sunderland  V.L.B. 

The  Northumberland  County  Council  was  represented 
by  Alderman  Middleton,  of  Dissington  (Vioe-Chairman), 
Alderman  Geo.  Bainbridge  (Vice-Chairman  of  the  Roads 
and  Bridges  Conmiittee),  and  Mr.  Lloyd  (Accountant). 

The  Tynemouth  Recreation  Association  was  represented 
by  Mr.  J.  A.  Williamson,  and  the  North-Eastem  Railway 
Passengers'  Association  was  also  represented. 

Amongst  others  present  were  the  Mayor  of  Newcastle 
(Mr.  J.  Baxter-Ellis),  the  Deputy-Mayor  (Mr.  John 
Beattie),  the  Sheriff  (Councillor  Johnstone  W^allace), 
Alderman  Sutton,  Mr.  W.  Rose  (Hon.  Secretary  Northern 
Institute  of  Chartered  Accountants),  Mr.  Jos.  Carr  and 
Mr.  Sisaon  ;  Engineers'  and  Shipbuilders'  Federation,  Mr. 
Jas.  Robinson,  Secretary;  Newcastle  Liberal  Association, 
Mr.  W.  Angus ;  Newcastle  Liberal  Club,  Mr.  T.  H.  Catche- 
side.  Chairman,  and  Mr.  George  Beattie;  Messrs.  Robert 
5tephens<Ki  &  Co.,  Lim.,  of  which  the  late  Mr.  Winter  was 


a  director,  were  represented  by  Mr.  W.  H.  Thompson, 
Secretary ;  and  Messrs.  Arthur  &  Co.,  Lim.,  Glasgow,  by 
Mr.  R.  A.  Wilson. 

Lord  Ravensworth  was  represented  by  his  agent,  Mr. 
Johnson. 

The  office  staff  was  represented  by  Mr.  Robert  Taylor, 
the  chief  clerk ;  Mr.  A.  Swanston  represented  Mr.  E.  F. 
Wilkinson,  N.E.R.  passenger  agent,  Newcastle ;  Mr.  H.  H. 
Bell  the  International  Line  Steamship  Co.,  Whitby;  Mr. 
T.  H.  Catcheside,  the  Newcastle  Lifeboat  Satuirday  Fund ; 
and  Mr.  J.  W\  Anderson,  the  Tynemouth  and  Shields 
Lifeboat  Saturday  Fund. 

The  Masonic  Lodges  of  Tynemouth — Priory,  St. 
George's,  and  St.  Oswin's — ^were  represented,  and  the 
Masonic  service,  which  included  the  beautiful  hymn, 
"Days  and  Moments,"  was  performed  before  the  open 
grave. 

The  funeral  service  was  impressively  conducted  by  the 
Rev.  S.  Pearson,  of  the  Tynemouth  Congregational 
Church,  and  a  large  number  of  wreaths  were  placed  upon 
the  grave  from  members  of  the  family  and  other 
sympathisers. 


XTbe  Sfrmftidbam  Cbarterei)  Bccountant 
Stuoents'  SocfetB* 


(Affiliated  to  the  Working  Union  of  Students'  Societies 
in  England  and  Wales.) 


Spring  Session,  1906. 


President— Mr.  Eric  M.  Carter,  F.C.A. 

Hon,  Secretary—Mr,  Allen  K.  Edwards.  90  New  Street, 
Birmingham. 

Feb.  23  (Friday).— Lecture,  "The  Rights  of  Partners  inUr 
ser  By  Mr.  S.  S.  Dawson,  F.C.A.,  F.C.LS., 
F.S.S.  Chairman:  Mr.  A.  J.  Cudworth, 
F.C.A.  (This  meeting  will,  by  kind  invitation 
of  the  Chairman,  be  preceded  by  tea  at 
6  o'clock.) 

„  27  (Tuesday). — Lecture,  "Brewery  Accounts  and 
Audits."  By  Mr.  Herbert  Lanham,  A.C.A. 
Chairman:  Mr.  J.  Evans  Rubery,  F.C.A. 
(This  meeting  will,  by  kind  invitation  of  the 
Chairman,  be  preceded  by  tea  at  6  o'clock.) 
Mar.  6  (Tuesday).—"  Hat  Night."  Chairman  :  Mr.  J.  W. 
Hinks,  A.C.A.  (This  meeting  will,  by  kind 
invitation  of  the  Chairman,  be  preceded  by 


tea  at  6  o'clock.) 
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Mar.  13  (Tuesday).— Debate,  *' That  the  Acts  relating  to 
Income  Tax  as  they  are  at  present  adminis- 
tered, and  the  methods  adopted  in  Assessing 
and  Collecting  the  Tax,  should  be  drastically 
amended."  Chairman  :  Mr.  G.  C.  T.  Parsons. 
F.C.A.  (This  meeting  will,  by  kind  invitation 
of  the  Chairman,  be  preceded  by  tea  at 
6  o'clock.) 

„  20  (Tuesday).— Joint  Debate  with  the  Birmingham 
Law  Students'  Society.  (The  subject  to  be 
announced  later.)  Chairman:  Mr.  Frank  S. 
Pearson,  LL.B.  (This  meeting  will  be  pre- 
ceded by  tea  at  6  o'clock.) 

„  27  (Tuesday).  — Lecture,  "Debentures."  By  Mr. 
Edward  Evershed,  B.A.  Chairman ;  Mr.  W. 
Handle,  F.C.A.  (This  meeting  will,  by  kind 
invitation  of  the  Chairman,  be  preceded  by 
tea  at  6  o'clock.) 

April  3  (Tuesday).— Lecture,  "The  Accounts  relating  to 
the  Formation  and  Reorganisation  of  Limited 
Companies."  By  Mr.  J.  Chapman,  A.C.A. 
Chairman:  Mr.  J.  Whitehill.  A.C.A.  (This 
meeting  will,  by  kind  invitation  of  the  Chair- 
man, be  preceded  by  tea  at  6  o'clock.) 

„  10  (Tuesday).— President's  Address.  (This  meeting 
will  be  preceded  by  tea  at  6  o'clock.) 

May  15  (Tuesday).— Annual  Meeting,  at  which  the  Presi- 
dent, Mr.  Eric  M.  Carter,  will  occupy  the 
chair. 


All  meetings,  lectures,  and  debates  will  be  held  at  the 
Chartered  Accountants'  Library,  8  Newhall  Street,  Birming- 
ham, at  6.30  p.m.,  unless  notice  is  given  to  the  contrary. 


Smoking  at  Debates. 
Members  will,  subject  to  the  Chairman's   consent, 
allowed  to  smoke  at  debates. 


be 


Tuition  Classes  for  ArticUd  Clerks. 
The  following  classes  are  held  at  the  Birmingham  and 
Midland  Institute  (Room  No.  5),   on   Saturday  mornings, 
commencing  September  2nd  1905,  until  May  19th  1906  :— 

Accounting,  Intermediate.  By  Mr.  W.  H.  Lovatt,  A.C.A., 
from  10  to  1 1. 15. 

Accounting,    Final.     By    Mr.    S.    S.    Dawson,   F.C.A., 
F.C.I.S.,  F.S.S.,  from  11. 15  to  12.30. 

Law.    By  Dr.  D.  F.  de  I'Hoste  Ranking,  M.A.,  LL.B. 
Intermediate,  10  to  11 ;  Final,  11  to  12. 


Prizes  offered  by  the  Society 

(To  Members  only) 

Revised  September  1898. 

Final  Examination. 


£    s 

d 

First  Placed  Man  (in  England  and  Wales) 

3    3 

0 

Second  ,,          „               ,,          ,,         ,, 

22 

0 

Third    „          „               „         „         „ 

I  II 

6 

Certificate  of  Merit            

II 

0 

An  additional  Prize  of  ;^2  2s.  will  be  awarded  in  the  event 
of  any  of  the  above  obtaining  an  Institute  Prize. 


Intermediate  Examination, 

First  Placed  Man  (in  England  and  Wales) 
Second  „  „  „  „         „ 

Third     „  „  „  „         ,, 

The  above  Prizes,  to  be  given  in  the  form  of  books,  will 
be  presented  at  the  next  ensuing  annual  dinner. 


£  s  d 
330 
220 

I      I      o 


1Ret>iew5» 


Mathiejon's  Highest  and  Lowe5t  Prices. 


London,  1906:  Effingham  Wilson,  54  Threadneedle  Street, 
E.C.    Price  2s.  6d.  each. 

The  London  and  Provincial  Editions  of  Mathieson's 
Highest  and  Lowest  Prices  for  1906  represent  respectively 
the  2ist  and  14th  Editions.  They  are  so  well  known  as  to 
call  for  no  recommendation  at  our  hands,  but  will  be  found 
of  value  to  accountants  who  desire  to  know,  at  all  events 
approximately,  the  value  of  quoted  securities  for  Balance 
Sheet  purposes. 


Martin's  Tables  on  tlie  Metric  System. 


By  Alfred  J.  Martin. 


London,  1906:  T.  Fisher  Unwin.  11  Paternoster  Buildings, 
E.C.     4th  Edition. 

Since  the  previous  edition  of  these  Tables  was  published 
various  steps  have  been  taken  rendering  the  universal 
adoption  of  the  Metric  System  of  Weights  and  Measures 
somewhat  nearer,  although  perhaps  the  day  when  we 
have  what  the  author  describes  as  '*one  language  in 
commerce  "  is  still  far  ofif.  Under  these  circumstances  the 
4th  Edition  will  be  found  of  value  to  all  who  are  interested 
in  the  matter.    There  is  much  infor^iatipn  in  the  hand- 


Digitized  by  ^ 


O 


February  17,  1906. 


THE    ACCOUNTANT 


211 


book  of  general  utility,  dealing  as  it  does  with  the  methods 
of  weight  and  measurement  employed  by  a  number  oi 
different  representative  industries. 


Bookkeeping:  Down  to  Date,  Key  to  Exercises. 


By  Andrew  Monro. 


London,  1906 :  Effingham  Wilson.  5^  Threadneedle  Street, 
EC. 

A  Key  has  now  been  issued  to  the  67  Exercises  included  in 
this  handbook,  which  was  recently  reviewed  by  us.  It  does 
not.  however,  dispose  us  to  regard  the  text-book  more 
favourably.  Without  going  into  detail  as  to  the  merits  of 
the  answers,  we  may  point  out  that  the  beginner  could 
hardly  acquire  a  worse  habit  than  that  of  omitting  dates 
from  Trial  Balances,  Balance  Sheets,  &c.  Such  a  habit  is, 
however,  directly  encouraged  by  the  Key  before  us,  which 
does  not  contain  a  single  date  from  first  to  last. 


Stock  Exchange  Handbook  for  1906. 


E.G. 


Spottiswoode  &  Co.,  Lim.,  54  Gracechurch  Street, 
Price  IS. 

The  17th  Annual  Edition  of  the  Stock  Exchange  Hand- 
book has  now  been  issued,  revised  throughout,  and  brought 
up  to  date.  Certain  additional  securities  are  included  in 
this  edition,  as  also  a  number  of  new  mining  and  exploration 
companies.  The  highest  and  lowest  prices  and  the  dividends 
paid  during  the  past  six  years  are  shown,  and  reference  is 
facilitated  by  an  exhaustive  Index. 


Manicipal  Accounting  and  Corporation  l^w. 


By  J.  J.  Rahill,  C.P.A. 

California,  1906. 

A  second  and  enlarged  edition  of  this  work,  which  was 
first  issued  some  six  years  ago,  has  now  been  published,  and 
will  be  found  of  interest  to  those  who  like  to  keep  in  touch 
with  the  accountants*  literature  of  the  United  States. 
Part  I.  deab  with  Corporate  Organisation  and  Manage- 
ment, and  Part  II.  with  Practical  Accounting,  Opening  and 
Closing  of  Corporation  Books,  Partnership  Conversions, 
Consolidation  of  Corporations,  Bank  Organisations,  &c.  It 
must  be  confessed  that  the  work  is  not  well  arranged,  and 
contains    little  novel  in    the  accounting  line,  but   those 


portions  which  deal  with  the  organisation  of  corporations  in 
the  States,  and  the  varying  State  law,  will  be  found  of 
interest  to  our  readers. 


The  Modem  Trust  Company. 


By  F.  B.  KiRKBRiDE  and  J.  E.  Stbrrett,  C.P.A. 


New  York.  1905 :  The  Macmillan  Company. 
Price,  $2.50. 

This  is  a  handbook  upon  very  similar  lines  to  the 
preceding,  but  it  possesses  the  advantage  of  being  far  better 
arranged,  and  oi  dealing  more  thoroughly  with  questions  of 
organisation.  The  treatment  of  accounts  is,  it  must  be 
confessed,  decidedly  fragmentary.  So  far  as  it  goes  it  strikes 
us  as  being  somewhat  above  the  average  of  the  generality  of 
similar  works. 


The  Annual  Digest  for  1905. 


By  John  Mbws,  Barrister-at-Law. 


London,  1906:  Sweet  &  Maxwell,  Lim.,  and  Stevens  A 
Sons,  Lim. 

This  is,  of  course,  a  work  prepared  primarily  for  the  use 
of  lawyers,  but  on  account  of  the  excellence  of  its  arrange- 
ment and  its  conciseness,  it  might  well  find  a  place  upon  the 
shelves  of  all  accountants  who  wish  to  keep  more  or  less  in 
touch  with  case  law.  As  its  title  implies,  it  contains  a  digest 
of  all  the  reported  decisions  of  the  superior  Courts  for  the 
past  year,  including  a  selection  of  Scottish  and  Irish  cases, 
with  a  collection  of  cases  followed,  distinguished,  explained, 
commented  on,  overruled,  or  questioned,  and  references  to 
the  statutes  passed.  The  decisions  are  classified  under 
somewhat  numerous  headings,  and  a  well-arranged  Index 
increases  the  facility  for  reference. 


department  Store  Hccountlnd* 


By  D.  C.  Lyons. 


A  PAPER  road  at  a  meeting  of  the  New  York  Society  of 
Accountants  and  Bookkeepers. 


(From  The  Financial  Record,  New  York). 

In  pursuance  of  the  invitation  which  you  have  extended 
to  me,  I  shall  endeavour  to  lay  before  you,  in  the  limited 
time  at  my  disposal,  what,  in  my  opinion,  should  be  the 
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modus  operandi  to  be  pursued  in  the  keeping  of  the 
accounts  of  a  department  store. 

I  have  selected  this  subject,  thinking  that  it  might 
possibly  interest  you,  in  view  of  the  difficulty  experienced 
by  almost  all  accountants,  as  you  are  doubtless  aware,  in 
devising  a  system  of  accounting  that  would  give  what  all 
houses  are  looking  for — ^viz.,  a  maximum  of  results  with 
a  minimum  of  labour. 

Owing  to  the  enormous  amount  of  detail  connected 
with  a  large  department  store  a  system  of  accounting  must 
necessarily  be  somewhat  elaborate.  Unnecessary  elaborar 
tion  should,  however,  be  avoided,  else  its  merits  will,  to 
some  extent,  be  rendered  nugatory. 

The  primary  object  of  systematisation  is  to  enable 
records  to  be  kept  in  such  a  simple  and  concise  manner 
as  to  render  accurate  periodical  results  easy  of 
ascertainment. 

I  have  made  a  careful  examination  of  the  systems  in 
operation  in  many  of  the  large  department  stores  in  New 
York  and  elsewhere,  and  I  must  say  that  I  have  found  all 
of  them  defective,  work  being  in  many  instances  dupli- 
cated, and  even  triplicated,  without  giving  any  com- 
pensating results. 

I  shall  now  proceed  to  explain  the  various  necessary 
forms  on  the  voucher  system  basis. 

This  system  has  been  almost  universally  adopted  in 
America,  and  while  it  has  many  good  features  it  has,  on 
the  other  hand,  many  that  are  very  objectionable. 

Even  with  the  exorcise  of  the  greatest  amount  of  care, 
items  are  often  duplicated  ;  and  the  purchases  made  from 
any  particular  house  for  any  given  period  cannot  be  ascer- 
tained without  having  recourse  to  the  labour  of  making  a 
list  of  the  various  vouchers,  wliich  would  necessitate  the 
expendituire  of  a  good  deal  of  time. 

I  would,  therefore,  reconmiend  the  keeping  of  a 
Purchase  Ledger.  This  would,  of  course,  entail  some 
additional  labour,  which,  however,  would  be  more  than 
compensated  for  by  the  resulting  benefits. 

Voucher. 

On  the  face  of  voucher  should  be  shown  the  total  amount 
of  expenditure  on  account  of  merchandise  purchased  or 
otherwise,  and  on  the  bacit  the  distribution  thereof. 

It  would  be  advisable  to  draw  up  two  voucher  forms, 
one  for  the  distribution  of  expenditure  on  account  of  mer- 
chandise purchased,  direct  departmental  expenses,  and 
general  expenses,  and  the  other  for  miscellaneous 
expenditures. 

On  back  of  voucher,  in  addition  to  showing  the  amount 
chargeable  to  each  department,  the  number  of  said  depart- 
ment should  also  be  given. 

The  net,  and  not  the  gross,  amount  of  purchase  should 


be  distributed ;  otherwise  it  would  be  necessaiy  to  make 
an  arbitrary  distribution  of  trade  discount. 

Voucher  Record, 
This  book  should  be  as  simple  as  possible,  and  should 
not,  as  is  customary,  be  bewilderingly  columnised. 
It  should  contain  the  following  particulars:  — 
(i)  Number  and  Date  of  Voucher. 

(2)  Name  of  merchants  from  whom  merchandise  was 
purchased. 

(3)  Particulars. 

(4)  Date  and  Number  of  Cheque  issued. 

(5)  Total  Amount  of  Invoice. 

(6)  Merchandise  Purchased. 

(7)  Direct  Departmental  Expenses. 

(8)  General  Expenses. 

(9)  Capital  Expenditure. 
(10)  Sundry  Debits. 

It  should  be  footed  monthly  and  the  totals  posted  to 
their  respective  General  Ledger  Accounts. 

A  list  of  unpaid  vouchers  should  be  prepared  from  this 
book  at  least  onoe  a  month,  and  aggregate  thereof  agreed 
with  balance  as  shown  by  Voucheirs  Payable  Account  in 
General  Ledger. 

Analysis  Book. 

This  book  should  contain  an  analysis  of  the  expendi- 
tures on  account  of  merchandise  purchased  and  direct 
departmental  and  general  expeitses  taken  from  back  of 
voucheirs. 

It  should  be  summarised  monthly,  and  the  aggregates 
agreed  with  amounts  as  shown  in  total  in  Voucher  Record. 
After  testing  their  accuracy  they  should  be  posted  to  the 
debit  of  the  various  Departmental  Accounts  in  book  show- 
ing departmental  stocks  and  profits. 

General  Cash  Book, 
This  book  should  contain  a  summary  only  of  the  daily 
cash  receipts  and  payments,  and  the  balance  as  shown  by 
it  should  represent  cash  in  bank,  which  should  be  kept  in 
agreement  with  bank's  Pass  Book. 

Owing  to  the  very  large  number  of  cheques  issued  daily 
by  some  large  houses  it  would  be  only  a  waste  of  time  to 
enter  them  separately  in  Cash  Book.    I  would,  therefore, 
recommend  that  they    be    entered    in   total,  giving   the 
numbers  of  the  first  and  last  cheque  issued. 
This  book  should  show  on  the  debit  side: — 
(i)  Date. 
(a)  Name. 

(3)  Discount  allowed. 

(4)  Ledger  folio. 

(5)  Accounts  Receivable  (Credit  Collections). 

(6)  Cash  Sales.  /^  T 
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(7)  Miscellaneous  Receipts. 

(8)  Total  Receipts. 

And  on  the  credit  side  :  — 

(i)  Date. 
(a)  Name. 

(3)  Ledger  folio. 

(4)  Cheque  number  from,  to. 

(5)  Vouchers  Payable. 

(6)  Miscellaneous  Payments. 

(7)  Total  Payments. 

Petty  Cash  Book, 

Payments  on  account  of  petty  expenses  should  be  made 
out  of  Petty  Cash  Fund  provided  for  that  purpose. 

A  sufficient  sum  should  be  given  to  the  assistant  cashier, 
to  last  for,  say,  a  week,  at  the  end  of  whach  period  he 
should  furnish  a  statement  of  disbursements,  with  receipts 
attached,  and  procure  a  cheque  for  the  amount  expended, 
thereby  leaving  the  original  advance  intact.  A  voucher 
should  be  drawn  up  at  the  same  time  for  the  amount  of 
such  petty  payn^ents,  entered  in  Voucher  Record,  ajid  dis- 
tributed among  the  various  accounts  chargeable  therewith. 

Petty  cash  payments  should  never  be  made  out  of  the 
general  cash. 

Should  the  Petty  Cash  Fund  be  found  insufficient,  an 
additional  cheque  should  be  procured,  as  making  such 
petty  pa3rments  out  of  the  general  cash  leads  to  endless 
confusion,  and  the  consequent  necessity  of  spending  a  con- 
siderable amount  of  time  in  disentangling  the  entries 
which  will  have  been  made. 

Daily  Analysis  of  Credit,  Cash,  and  C,  O.  D.  Sales, 
showing  Amount  Creditable  to  each  Department, 
These  books  should  be  written  up  from  summaries  as 
handed  in  to  the  cashier  at  night.  They  should  be  footed 
daily,  and  aggregates  transferred  to  book  showing  depart- 
mental stocks  and  profits. 

Credit  Sales  Book, 

After  the  daily  summaries  of  the  credit  sales  have  been 
handed  in,  the  various  cheques,  of  which  they  show  the 
aggregate,  should  be  handed  to  typist  for  the  purpose  of 
having  statements  prepared,  which  statements  should  then 
be  sent  to  the  Credit  Department  and  entered  in  this  book, 
either  in  detail  or  in  total. 

In  order  to  avoid  confusion,  it  would  be  well  to  keep  a 
Sales  Book  for  each  Ledger. 

At  present  no  such  book  is  kept,  the  daily  credit  sales 
being  entered  direct  to  the  debit  of  the  customers' 
accounts. 

The  recording  of  these  sales  in  a  Sales  Book  has  been 
objected  to,  the  argument  adduced  against  it  bein^  that  to 
do  so  would  occupy    too    much    time,    and  that  it  is 


customary  to  post  them  direct  to  the  individual  accounts. 
That  it  does  save  some  time  there  can  be  no  question,  but 
regard  should  be  had  at  same  time  to  efficiency,  as  this 
method  of  posting  them  is  eminently  calculated  to  be  pro- 
ductiiw  of  both  errors  and  omissions,  and  to  render 
extremely  difficult  the  agreement  of  the  aggregate  balances 
of  any  particular  Ledger  with  the  amount  the  Accounts 
Receivable  Book  calls  for. 

The  saving  of  tinne  is  a  very  good  economy,  but  if 
efficiency  is  to  be  sacrificed  thereto  it  will  be  found  to 
have  been  quite  the  reverse. 

It  is  essential  to  keep,  if  possible,  all  records  in  bound 
bc^ks,  as,  in  regard  to  credit  sales,  should  an  account  be 
disputed,  very  little  difficulty  will  be  experienced  in 
sustaining  claim  if  sale  be  entered  in  Credit  Sales  Book, 
even  should  cheques  be  lost  or  mislaid,  whereas,  by  enter- 
ing them  direct  into  Ledger,  it  would  be  impossible  to 
do  so. 

The  saving  of  time  should,  therefore,  be  ignored,  and  all 
credit  sales  be  entered  in  Sales  Book  and  posted  thence 
in  total  to  individual  Ledgers. . 

Credit  Collections, 

Books  to  record  these  should  be  kept  in  the  Credit 
Department. 

Separate  books  should  be  kept  showing  the  collections 
applicable  to  each  individual  Ledger. 

The  aggregate  anx)unt  should  be  compared  daily  with 
the  amount  of  cash  turned  over  to  the  cashier  as  shown 
by  General  Cash  Book. 

Monthly  Report, 
This  should  be  prepared  by  the  bookkeeper  in  the  Credit 
Department,  and  handed  in  to  Head  Office  beginning  ol 
each  month. 
The  debits  should  consist  of :  — 
(i)  Credit  Sales, 
(a)  Transfers.  . 
(3)  Total  Debits. 
And  credits  should  consist  of :  — 
(i)  Oredit  Collections. 

(2)  Discount  allowed  (which  should  be  compared  with 
that  shown  by  the  General  Cash  Book). 

(3)  Transfers. 

(4)  Transfers  to  Delinquent  Ledger. 

(5)  Total  Credits. 

In  addition  to  the  foregoing  information  the  names  of 
the  various  individual  Ledgers  should  be  given,  the  date 
on  which  statement  was  furnished,  and  the  name  of  the 
bookkeeper  by  whom  it  was  prepared. 

Accounts  Receivable  Transfers. 

Thii  book  should  show  t^gflj^(3^@@0g[g.e 
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Ledger  to  another.  As  these  are  of  frequent  occurrence, 
care  should  be  taken  to  record  them,  as  otherwise  it  will 
be  found  impossible  to  locate  a  discrepancy  should  such 
arise. 

Accounts     Receivable     Book,     showing     Balance     of     each 
Individual  Ledger. 
This  book  should  show  the  balance  of  each  individual 
Ledger,  and  should  be  written  up  from  MomthJy  Report 
furnished  by  bookkeeper  in  Credit  Department. 

The  amount  of  the  credit  sales  should  be  agreed  with 
amount  appearing  in  book  showing  departmental  stocks 
and  profits,  the  credit  collections  and  discount  allowed, 
with  amounts  appearing  in  General  Cash  Book,  and  the 
ascertained  monthly  balance,  with  balance  of  Accounts 
Receivable  Account  in  General  Ledger. 

If  only  ordinary  care  be  exercised  in  the  keeping  of  this 
book,  when  a  list  of  unpaid  accounts  shall  have  been  pre- 
pared at  the  end  of  each  fiscal  period,  the  aggregate  of 
each  Ledger's  balances  should  agree  with  the  balance  it 
calls  for.  But  should  there  be  a  discrepancy,  very  little 
trouble  will  be  experienced  in  locating  it,  as  a  competeat 
bookkeeper  will,  or  at  least  should,  always  do  his 
utmost  to  keep  his  Ledger  in  balance. 

Departmental  Transfers, 

Transfers  of  merchandise  from  one  department  to 
another  should,  when  made,  be  entered  in  this  book  at 
cost  prices.  It  should  be  footed,  and  monthly  balances 
transferred  to  book  showing  departmental  stocks  and 
profits. 

The  debit  balances  will,  of  course,  equal  the  credit 
balances,  so  that  the  transfers  will  only  affect  the  respec- 
tive Departmental  Accounits. 

These  transfers,  in  many  houses,  are  of  frequent  occur- 
rence, and  if  care  be  not  exercised  in  recording  them,  it 
will  be  found  impossible  to  keep  accurate  Stock  Accounts. 

When  entering  transfers  in  book  showing  departmental 
stocks  and  profits  at  end  of  month,  the  purchases  charged 
to  the  departments  that  received  the  goods  should  be 
increased  thereby,  and  the  purchases  of  the  departments 
from  which  they  were  received  reduced  accordangly. 

Merchandise  returned  to  Merchants, 
A  book  shouJd  be  kept  showing  all  goods  returned  to 
merchants,  the  total  amount  of  which  should  be  debited 
monthly  to  Vouchers  Payable  Account  and  credited  to  the 
various  Departmental  Accounts. 

It  would  be  well  before  entering  amount  of  purchase  in 
Voucher  Record  to  ascertain,  if  possible,  the  amount  of 
goods  to  be  returned,  so  as  to  make  the  entries  in  tfae 
Returns  Book  as  few  as  possible. 


Departmental  Stocks  and  Profits. 
This  book  should  contain  a  column  for  each  department, 
giving  either  the  name  or  number  of  same. 

It  should  show  on  the  debit  side:  — 
(i)  Inventory  at  beginning  of  month. 

(2)  Purchases  for  month  taken  from  Analysis  Book. 

(3)  Departmental  Transfers. 

(4)  Total  Debits. 

And  on  the  credit  side :  — 
(i)  Daily  Credit  Sales. 

(2)  Credit  Sales  for  Month. 

(3)  Dally  Cash  Sales. 

(4)  Cash  Sales  for  Month. 

(5)  Special  Reductions. 

(6)  Total  Credit  and  Casii  Sales  for  Month. 

(7)  Percentage  to  be  deducted  from  Credit  and  Cash 
Sales  so  as  to  reduce  them  to  cost  prices. 

(8)  Amount  of  such  percentage. 

(9)  Credit  and  Cash  Sales  reduced  to  cost  prices. 

(10)  Inventory  at  end  of  month. 

(11)  Totel  Credits. 

(12)  Gross  Profit  brought  down. 

(13)  Direct  Department  Expenses  to  be  deducted 
therefrom. 

(14)  Net  Departmental  Profits  for  month,  subject 
to  unapportioned  general  expenses  carried  forward 
to  credit  of  General  Profit  and  Loss  Account  (semi- 
annual statement). 

I  have  always  been  averse  to  the  arbitraiy  distribution  of 
general  expenses,  and  therefore  recommend  that  only  such 
expenditures  be  chaiged  against  each  department  as  are 
manifestly  applicable  thereto. 

In  order  to  keep  Stock  Accounts  properly,  an  accurate 
account  must  be  kept  of  transfers  of  merchandise  from  one 
department  to  another^  and  of  special  reductions  made. 

The  keeping  of  an  account  of  special  reductions  con- 
sumes, I  must  admit,  a  good  deal  of  time,  especially  in 
those  stores  where  special  sales  are  of  frequent  occurrence, 
but  it  is  one  of  the  important  essentials  to  accurate 
stockkeeping. 

In  some  houses  an  entiy  is  made  for  the  profit  on  each 
sale.  This  entails  an  enormous  amount  of  useless  labour, 
as  profits  could  be  as  accurately  arrived  at  in  the  aggregate. 

The  application  of  the  table  which  I  have  prepared  to 
the  credit  and  cash  sales,  in  order  to  reduce  them  to  cost 
prices,  is  absolutely  essential  to  the  keeping  of  proper 
Stock  Accounts. 

In  almost  all  department  stores  an  arbitraiy  percentage 
is  deducted,  so  that  at  the  end  of  each  fiscal  period,  when 
an  inventory  is  taken,  there  is  alwavs^found  to  l^e  a  large 
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discrepancy  between  the  amount  of  it  and  that  shown  by 
the  various  Stock  Accounts. 

When  an  inventoxy  is  taken  the  cost  and  selling  prices 
should  be  given,  so  that  an  entry  could  be  made  crediting 
each  DepaiTtmental  Stock  Account  with  its  share  of  tho 
difference. 

The  keeping  in  a  proper  manner  of  the  Departmental 
Stock  Accounts  is  one  of  the  salient  features  of  the  depart- 
ment store  accounting,  and,  if  proper  facilities  be  not 
afforded  for  doing  so,  the  keeping  of  them  at  all  is  only  a 
waste  of  time  and  labour. 

Departmental  Stock  Accounts  are  kept  for  the  purpose 
of  showing  the  amoun^t  of  stock  in  each  department, 
so  as: 

Firstly,  to  enable  an  accurate  account  of  the  operations 
of  each  department  to  be  prepared  periodically  without 
necessitating  the  taking  of  an  inventory. 

Secondly,  so  as  to  ascertain  whether  or  not  the  per- 
centage of  profit  added  to  cost  price  of  goods  has  been 
realised;  and. 

Thirdly,  so  as  to  ascertain  whether  or  not  any  goods 
have  been  stolen,  and,  in  order  to  give  this  information, 
an  accurate  account  must  be  kept  of  transfers  of  mer- 
chandise from  one  department  to  another,  and  of  special 
reductions  made. 
Gfneral  Fro  fit  and  Loss  Account  (Semi- Annual  Statement). 

This  account  should  show  on  the  credit  side  the  monthly 
departmental  profits,  and  on  the  debit  side  the  monthly 
UD  apportioned  general  expenses  applicable  to  all  depart- 
ments, which  should  be  deducted  from  the  former  monthly. 

The  balance  of  this  account  will  represent  amount  avail- 
able for  distribution  among  stockholders,  against  which 
all  dividends,  as  declared,  should  be  charged. 

Receiving  Department, 

This  is  a  very  important  department,  and  should  be  in 
charge  of  a  competent  assistant,  who  should  at  all  times 
exercise  great  care  in  the  examination  of  goods  received, 
both  as  to  quantity  and  quality. 

Invoices  for  goods  purchased  should  not,  as  is  customary 
with  some  houses,  be  entered  before  being  checked. 

They  should,  when  received,  be  handed  over  to  the 
assistant  in  charge  of  this  department,  who  should  make 
a  record  of  them,  and  after  having  made  the  necessary 
corrections  therein  return  them  to  the  office  for  entry. 
H  they  be  entered  as  received  it  will  necessitate  the  making 
of  nuDerous  Journal  entries,  as  there  are  always  correc- 
tions to  be  made,  either  for  overcharges  or  shortages. 

After  niaking  the  necessary  corrections  he  should  insert 
the  number  of  the  department  to  which  the  goods  were 
distributed,  so  as  to  enable  the  bookkeeper  to  insert  same 
on  back  d  Toiiclier. 


Although  it  is  not  absolutely  necessary,  it  would  be 
very  desirable  to  keep  in  this  department  a  book  showing 
the  monthly  distributions  to  each  department,  and  to  com- 
pare it  monthly  with  the  Analysis  Book. 

C.  O.  D.  Sales  Book, 

Opinions  differ  as  to  the  method  of  keeping  an  account 
of  these  sales,  some  holding  that  they  should  be  treated 
as  cash  sales,  while  others  maintain  that  they  should  be 
dealt  with  as  credit  sales.  I  have  given  the  matter  a  good 
deal  of  consideration,  and  as  a  result  offer  the  following 
solution :  — 

When  cheques  are  written  out  in  duplicate  they  should 
be  handed  to  C.  O.  D.  clerk,  who  should  retain  original 
and  enclose  duplicate  in  an  envelope,  on  back  of  whidi 
registered  number  should  be  stamped,  entering  cheque  at 
same  time  in  this  book. 

When  goods  are  delivered  purchaser  should  retain  cheque, 
and  money  representing  amount  of  purchase  should  be  put 
into  an  envelope  and  returned  either  at  nig^ht  or  the  follow- 
ing morning  to  the  C.  O.  D.  clerk,  who  should  then  pre- 
pare summary  representing  value  of  goods  retained  and 
hand  it  with  cash  to  the  cashier,  stampin|^  opposite  number 
of  cheque  representing  value  of  goods  returned  the  word 
"Returned";  be  should  then  procure  a  C.O.D.  credit 
for  said  goods  and  file  it  with  cheques  representing  value 
of  same,  and  enter  in  this  book  the  amount  of  cash 
received  and  goods  returned,  thereby  discharging  debit 
entry. 

These  summaries  should  then  be  entered  as  cash  sales 
in  "Daily  analysis  of  cash  sales,  showing  amount  credit- 
able to  each  department,"  should  it  not  be  deemed  neces- 
sary to  keep  a  separate  book  for  them. 

This  method  of  handling  them  will  be  found  very  simple, 
and  wUl  save  a  good  deal  of  time  and  annoyance. 

Goods  sold  C.  O.  D.  should  not  be  allowed  to  remain 
out  for  an  indefinite  period,  and  should,  after  the  allow- 
ance of  a  reasonable  amount  of  time,  be  returned  to  stock. 

When  writing  cheques  for  C.  O.  D.  sales  the  letters 
"C.  O.  D."  are  usually  written  after  the  words  "Bought 
by,"  thereby  indicating  that  it  is  a  C.  O.  D.  as  dis- 
tinguished from  a  credit  sale. 

As  these  letters  are,  however,  sometimes  omitted  (cheques 
being  often  issued  from  pacts  containing  charge  cheques), 
it  is  often  mistaken  for  a  credit  sale  and  charged  accord- 
ingly, and,  as  cheques  are  not  always  carefully  scrutinised, 
to  disentangle  such  errors  occupies  a  good  deal  of  time. 

This  could  be  obviated  by  giving  each  salesman  a  stamp 
and  insisting  that  each  cheque  be  stamped  "  C.  O.  D." 

Mistaking  C.  O.  D.  for  credit  sales,  however,  shows 
inexcusable  negligence  on  the  part  of  th^li!s,p^^i;riat  A^^^ 
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should  the  letters  C.  O.  D.  be  omitted,  such  an  omission 
should  be  detected  when  examining  cheques. 

Cheques  for  C.  O.  D.  sales  should  be  issued  from  cash 
pads,  or,  belter  still,  from  a  separate  pad. 

Comparative  Statements. 
All  houses  uf  importance  should  keep  a  statistician,  who 
should  devote  the  whole  of  his  time,  if  necessary,  to  the 
preparation   oi   daily,   monthly,    and  yearly   comparative 
statements. 

Customers^  Ledgers. 
The  debits  to   the   various   accounts   in   these   Ledgers 
should  be  taken  from  Credit  Sales  Book,  and  the  credit 
ccUections  from  Credit  Collections  Book. 

As  1  have  remarked  elsewhere,  it  is  customary  to  make 
charges  and  credits  direct  to  these  Ledgers,  and  while  it 
effects  a  small  saving  of  time,  it  should  be  discontinued, 
as,  should  there  be  found  to  be  a  discrepancy  between  the 
aggregate  balances  of  any  particular  Ledger  and  the 
amount  the  Accounts  Receivable  Book  calls  for,  great 
trouble  will  be  experienced  in  discovering  it. 

A  list  of  balances  should  be  drawn  up  from  each  Ledger 
monthly,  if  possible,  as  deferring  doing  so  until  the  end 
of  each  fiscal  period  makes  it  much  more  difficult  to  locate 
a  discrepancy. 

These  balances  should  be  carefully  examined,  and  those 
of  them  considered  irrecoverable  transferred  to  Delinquent 
Ledger. 

Payments  made  on  account  of  debts  previously  written 
off  as  irrecoverable  should  not  be  entered  in  Personal 
Account  in  the  Ledger,  even  if  it  should  be  decided  to 
reopen  it,  but  should  be  entered  on  debit  side  of  General 
Cash  Book  in  Miscellaneous  column  and  posted  to  the 
credit  of  Profit  and  Loss  Account  in  General  Ledger. 

It  should  be  borne  in  mind,  however,  that  accounts  trans- 
ferred to  Delinquent  Ledger  are  not  to  be  regarded  as 
hopelessly  bad,  and  persistent  attempts  should  be  made 
to  recover  them. 

At  the  end  of  each  fiscal  period  accounts  should  be  ruled 
off  and  balances  brought  down  in  red  ink  figures. 

Salary  Department. 

Owing  to  the  large  number  of  employees  in  some 
establishments  grea;t  trouble  is  experienced  in  handling 
this  department  so  as  to  attain  accuracy,  and  at  the  same 
time  obviate  the  expenditure  of  unnecessary  time. 

In  some  houses  payments  are  made  almost  daily,  so  as 
to  avoid  keeping  all  of  the  employees  away  from  their 
duties  at  the  same  time. 

Time  Sheets  should  be  carefully  written  up  and 
extended,  showing  the  time  worked  by  each  employee ; 
they  should  then  bo  handed  to  cashier j  who  should  enter 


same  in  regular  Pay-roll,  and  deduct  from  amount  of 
weekly  salary  cash  advances  or  merchandise  purchased, 
showing  in  an  outer  column  the  net  amount  due  to  each. 

A  Pay-roll  should  be  kept  for  each  department,  thereby 
simplifying  the  distribution  of  salaries. 

Amount  of  each  emploj'ee's  salary  for  week  should  be 
enclosed  in  an  envelojie,  and  on  receipt  of  same  the 
employee  should  sign  his  or  her  name  opposite  the  amount. 

As  this  form  of  receipt  has,  however,  been  objected  to  in 
many  houses,  since  it  enables  any  one  employee  to  see 
the  salaries  paid  to  the  others,  either  a  regular  form  of 
receipt  could  be  enclosed  in  an  envelope,  or,  better  still,  a 
form  of  receipt  could  be  printed  on  back  of  envelope,  and 
this  envelope  could  be  perforated  so  that  the  receipt  could 
be  easily  detached  and  handed  back  to  cashier  or  pay- 
master before  leaving  desk. 

The  Pay-roll  could  be  so  arranged  as  to  obviate  the 
necessity  of  writing  names  of  employees  weekly,  but  while 
something  may  be  said  in  its  (favour,  so  far  as  the  saving 
of  time  is  concerned,  it  has  some  objectionable  features. 
For  instance,  it  would  necessitate  the  making  of  numerous 
erasures  and  interlineations,  owing  to  the  fact  that  most 
employees  do  not  remain  for  a  lengthened  pericxi  in  any 
one  house. 

Manufacturing  Department. 

As  a  great  many  cubicles  sold  in  most  establishments 
are  manufactured  on  the  premises — such  as  hats,  cloaks, 
bonnets,  &c. — a  Manufacturing  Account  should  be  opened 
in  General  Ledger,  and  charged  with  cost  of  Material  pur- 
chased. Wages,  Freight  inwards,  &c. 

When  all  of  these  charges  have  been  made,  account  wiil 
have  been  debited  with  the  total  cost  of  material  and 
expenses.  The  number  of  articles  manufactured  should 
then  be  ascertained,  and  by  using  a  simple  mathematical 
formula  the  cost  of  each  can  be  arrived  at. 

An  offsetting  credit  should  then  be  made  so  as  to  close 
this  account,  and  the  departments  that  received  the  manu- 
factured articles  charged  therewith. 

A  separate  Pay-roll  should  be  kept  for  this  department, 
and  the  amount  of  it  debited  weekly  to  the  Manufacturing 
Account. 

Before  closing  this  account  it  should  be  ascertained  that 
the  value  of  all  unused  material  has  been  credited  thereto 
and  returned  to  the  department,  or  departments,  from 
which  it  was  originally  received.  If,  however,  it  should  be 
decided  not  to  return  it,  the  amount  representing  its  value 
should  be  credited  to  the  account,  and  brought  down  as  a 
debit  balance  chargeable  against  the  subsequent  period. 

This    Manufacturing    Department,    in   most    houses,   is 
somewhat  carelessly    handled,    especially    in    respect  of 
unused  material ;  for  although  it  mav^imve  been  returned 
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to  Stock,  yet,  owinfi  to  the  carelessness  of  salesmen  or 
others,  it  very  often  eitbetr  goes  astray  or  is  put  away  so 
carelessly  as  to  be  overlooked  altogether. 

No  system  of  accounting,  however  perfect,  can  remedy 
such  negligence,  if,  indeed,  it  may  be  characterised  as 
such,  as  I  must  admit  that  nowadays  one  assistant  is 
exfKJCted  to  do  the  work  of  two  or  three,  and,  as  a  result, 
mistakes  will  inevitably  occur. 

Cashiers'  Record  of  Receipts. 

It  is  only  necessary  for  each  cashier  to  keep  a  record  of 
each  amount  he  or  she  receives,  aiid  salesman's  number. 

It  is  usual  to  keep  a  record  of  each  salesman's  receipts, 
but  as  this  entails  a  good  deal  of  time  and  laboux,  without 
giving  any  compensating  results,  it  should  be  abandoned. 

Should  there  be  found  to  be  a  discrepancy  between  the 
total  amount  of  cash  handed  to  chief  cashier  and  the 
amoont  the  daily  summaries  call  for,  then  an  analysis 
could  be  prepared  so  as  to  facilitate  the  discovery  of  the 
error. 

It  is  contended  by  some  merchants  that  should  a  dis- 
hc>nest  salesman  retain  the  amount  of  his  sale,  destroying 
the  cheque  at  the  same  time,  it  could  only  be  discovered 
by  comparing  cheques  with  cashier's  record. 

This  is  an  erroneous  idea,  as,  should  the  total  amount 
of  cash  handed  to  the  chief  cashier  agree  with  the  amount 
the  summaries  call  for,  then  it  will  be  positive  proof  .that 
no  receipts  have  been  misappropriated,  always  assuming, 
however,  that  it  be  ascertained  that  all  cheques  have  been 
accounted  for. 

Depreciation  of  Property,  Furniture^  and  Fixtures. 
For    some    unaccountable    reason    depreciation    is   not 
generally  regarded  as  a  legitinoate  deduction  from  earnings. 

No  reason  has  been  assigned  for  viewing  it  in  such  a 
light,  other  than  that  it  is  not  customary  to  deal  vnth  it 
in  arriving  at  net  results. 

That  it  is  a  proper  deduction  from  earnings  there  can  be 
no  question  whatever. 

Journal. 

The  indiscriminate  use  of  this  book  as  a  medium  of 
transfer  from  one  account  to  another  is  reprehensible,  and 
it  should  only  be  used  when  making  important  transfers 
requiring  a  detailed  explanation  and  in  making  opening 
and  closing  entries. 

Card  Ledger  System, 
This  system  has  been  adopted  by  some  of  the  leading 
houses  in  New  York  and  elsewhere,  and  while  something 
may  be  said  in  its  favour,  its  defects  are  so  many  and 
apparent,  and  of  so  serious  a  nature,  that  it  is  unnecessary 
for  me  to  enumerate  them. 


In  adverting  to  this  subject,  I  disclaim  any  intention 
of  saying  anything  in  derogation  of  the  honest/  of 
employees  in  general. 

lyjose-leaf  systems  are  highly  objectionable,  for  while 
wcrk  can  be  more  easily  distributed  in  case  of  pressure  of 
business  by  this  method  of  keeping  accounts,  the  tempta- 
tion placed  in  the  way  of  unscrupulous  assistants  is  very 
great,  as  should  an  assistant  in  the  Credit  Department,  or 
even  in  any  other  department,  be  in  collusion  with  some 
of  the  company's  debtors,  the  cards  containing  statements 
of  the  accounts  of  the  latter  could  be  very  easily 
destroyed,  and  the  only  way  to  discover  the  theft  (when  the 
discrepancy  between  the  aggregate  balances,  and  the 
balance  the  Accounts  Keceivable  Account  in  General 
Ledger  calls  for,  has  been  ascertained,  usually  at  the  end 
of  each  fiscal  period)  would  be  to  go  over  the  cheques  for 
the  entire  period,  and  even  were  it  possible  to  discover  it, 
and  to  recover  the  amount  (cheques  also  may  have  been 
destroyed),  the  enormous  amount  of  time  it  would  neces- 
sarily consume  would  not  be  compensated  for  by  the 
benefits  to  be  derived  from  the  adoption  o>f  such  a  system. 

In  regard  to  the  saving  of  time,  I  do  not  see  how  even 
this  could  be  effected  to  a  very  large  extent,  as  accounts 
are,  or  should  be,  tyi>ewritten  daily  and  the  aggregates 
only  entered  in  Ledger  Account 

Work  could  be  easily  distributed  in  case  of  pressure  by 
keeping  for  each  letter,  say  two,  or  even  three  books 
instead  of  one  book. 

General  Ledger. 

The  General  Ledger  should  contain  the  following 
accounts  :  — 

(i)  Preferred  Stock. — This  account  should  be  credited 
with  the  authorised  issue  and  Treasur}'  Account  debited 
therewith. 

Preferred  st:>ck  is,  as  a  rule,  cumulative  as  to  dividend, 
the  payment  of  which,  however,  is  contingent  upon 
earnings. 

(2)  Common  Stock. — This  account  should  also  be  credited 
with  the  authorised  issue  and  Treasury  Account  debited 
therewith. 

(3)  Preferred  Stock  in  Treasury. — This  account  should  be 
debited  with  the  authorised  issue  and  credited  with  the 
stocks  as  issued,  either  fcr  cash  or  in  lieu  of  property 
turned  over. 

(4)  Common  Stock  in  Treasury. — This  account  should  also 
be  debited  with  the  authorised  issue,  and  credited  with 
the  stock  as  issued,  either  for  cash  or  property. 

(5)  Real  Estate*  Account  to  be  debite<l  with  cost  of 
same  and  with  any  additional  purchases. 

(6)  Buildings. — This  account  should  be-^ebited  v^iih  cost 
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of  buildings,  and  with  all  additions  and  improvements 
thereto. 

Depreciation  should  be  deducted  at  the  end  of  each  fiscal 
period. 

(7)  Machinery. — This  account  should  be  debited  with  cost 
of  machinery  and  with  all  additions  thereto. 

Depreciation  should  be  deducted  at  the  end  of  each  fiscal 
period. 

(8)  Store  Fixtures, 

(9)  Office  Furniture  and  Fixtures, 
(10  HorseSy  Wagons,  and  Harness. 

These  accounts  should  also  be  debited  with  cost  of  same, 
and  with  all  additions  thereto. 

Depreciation  should  be  deducted  at  the  end  of  each  fiscal 
period. 

(11)  Goodwill,— Th^  amount  representing  the  value  of 
goodwill  should  be  shown  in  a  separate  account  in 
General  Ledger. 

There  is  this  difference  between  goodwill  and  franchises, 
rights  and  privileges,  that  whereas  the  former  may  be 
defined  as  the  value  of  the  earning  power  of  a  business 
based  upon  the  benefits  accruing  to  it  from  the  esteem 
in  which  it  is  held  by  its  customers  and  from  the  prospect 
of  their  continued  support,  the  latter  may  be  regarded  as 
a  political  gift  conferring  upon  a  company,  very  often  for 
a  dubious  consideration,  a  right  to  carry  on  its  operations 
for  a  certain  number  of  years. 

Franchises  are,  however,  sometimes  held  in  perpetuity. 

(12)  Vouchers  Payable. — The  balance  at  the  credit  side 
of  this  account  should  represent  the  amount  of  unpaid 
vouchers,  and  should  be  compared  at  least  once  a  month 
with  the  aggregate  of  same  as  appearing  in  Voucher 
Record,  since  procrastinating  the  making  of  this  com- 
parison until  such  time  as  the  bookkeeper  might  feel  dis- 
posed to  do  so  (in  most  firms  the  accuracy  of  the  balance 
of  this  account  is  only  tested  about  once  a  year)  usually 
culminates  in  the  expenditure  of  a  good  deal  of  time  to 
discover  errors  that  might  easily  have  been  detected  had 
such  a  comparison  been  made  monthly. 

(13)  Accounts  Receivable. — This  account  should  show  the 
total  amount  due  by  customers  at  beginning  of  month, 
be  debited  with  the  credit  sales  for  month  and  credited 
with  the  credit  collections  for  month,  and  with  discount 
allowed  to  customers,  and  transfers  made  to  Delinquent 
Le^er. 

Balance  of  it  should  be  verified  monthly  by  comparison 
with  Accounts  Receivable  Book. 

(14)  General  Cash  Account, — It  would  be  advisable  to 
keep  a  Cash  Account  in  the  General  Ledger,  for  while 
it  is  somewhat  superfluous,  as  it  should  contain  only  a 
summary  of  the  receipts  and  payments  as  shown  by  the 


General  Cash  Book,  it  will  keep  Ledger  in  balance,  thereby 
obviating  the  necessity  when  closing  books  of  referring  to 
Cash  Book  for  a  balancing  figure. 

(15)  Petty  Cash  Account. — ^This  account  should  be  debited 
with  the  amount  originally  advanced  by  the  chief  cashier. 

(i6)  Insurance. — Full  details  of  fire  insurance  paid  should 
be  kept  in  a  separate  book,  which  should  show  the  pro- 
perties and  period  it  covers. 

All  payments  made  should  be  charged  to  account  in 
General  Ledger,  and  Profit  and  Loss  Account  charged 
with  monthly  proportion. 

The  balance  of  this  account  should  always  show  the 
amount  paid  in  advance,  and  should  appear  separately 
in  Balance  Sheet  as  a  current  asset. 

(17)  Taxes. — ^As  these  are  not  payable  in  advance  the 
estimated  yearly  amount  should  be  based  upon  previous 
payments. 

Account  in  General  Ledger  should  be  credited  with 
monthly  proportion,  and  Profit  and  Ix)ss  Account  debited. 

The  amount  accrued  as  shown  by  this  account  should 
appear  separately  in  Balance  Sheet  as  a  current  liability, 
and  it  should  be  adjusted  when  the  exact  amount  of  taxes 
for  year  has  been  ascertained. 

(18)  Merchandise  Account. — This  account  should  show  on 
the  debit  side  the  total  departmental  stocks  as  at  beginning 
of  period  and  the  total  purchases  for  period;  and  on  the 
credit  side  the  total  credit  and  cash  sales  for  period,  from 
which  should  be  deducted  the  average  percentage  of  profit, 
thereby  reducing  sales  to  cost  price. 

The  balance  will  represent  the  total  departmental  stocks 
as  at  end  of  period,  and  should  be  agreed  with  the  amount 
appearing  in  book  showing  departmental  stocks  and 
profits. 

The  amount  of  the  average  percentage  deducted  will 
represent  gross  profit,  and  should  be  carried  forward  to 
the  credit  side  of  Profit  and  Ix)ss  Account. 

(19)  Profit  and  Loss  Account. — This  account  should  be 
credited  with  the  gross  profit  as  shown  by  Merchandise 
Account  and  bad  debts  recovered,  &c.,  and  should  be 
debited  with  direct  departmental  and  general  expenses, 
depreciation,  and  accounts  transferred  to  Delinquent 
Ledger.  The  balance,  which  will  represent  net  profit, 
should  be  carried  forward  to  the  credit  of  General  Profit 
and  Loss  Account. 

It  will  be  observed  that  the  expenditures  for  general 
expenses,  &c.,  which  will  appear  on  the  debit  side  of 
General  Profit  and  Loss  Account  (Semi-Annual  State- 
ment) will  appear  on  the  debit  side  of  this  account,  and 
consequently  the  monthly  balance  as  shown  by  it  should 
agree  with  the  balance  as  shown  bv^'S^id  General  Profit 
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and  Loss  Account -after  deducting  unapportioned  general 
expenses  applicable  to  all  departments. 

(20)  General  Pro  jit  and  Loss  Account. — This  account 
should  show  the  balance  unappropriated  as  at  beginning 
of  month,  and  the  net  departmental  profits  for  month 
brought  forward  from  Profit  and  L.oss  Account. 

Dividends  as  declared  either  on  preferred  or  common 
stock  should  be  charged  to  this  account,  and  Dividend 
Account  credited  therewith. 

(21)  Dividend  Account. — This  account  should  be  credited 
with  dividends  as  declared,  and  debited  with  cheques 
issued  in  payment  of  same. 

In  regard  to  capital  expenditures,  it  would  be  advisable 
to  keep  a  separate  column  for  them  in  Voucher  Record, 
and  to  post  them  separately  to  their  respective  accounts 
in  the  General  Ledger. 

By  keying  such  expenditures  in  a  separate  column,  the 
amount  of  them  for  each  month  can  be  ascertained  at  a 
glance. 

Should  the  company  be  a  private  one,  then,  instead  of 
keeping  Ppef erred  and  Common  Stock  Accounts,  a  Capital 
Account  should  be  kept  for  each  member  of  the  firm,  and 
credited  with  his  share  of  the  capital,  or  surplus  of  assets 
over  liabilities. 

Kach  month  the  profits,  as  ascertained,  should  be  dis- 
tributed among  partners  in  the  proportions  agreed  upon, 
and  transferred  to  the  credit  of  their  respective  Capital 
Accounts,  which  should  also  be  credited  with  interest  on 
capital  as  at  beginning  of  period  and  debited  with  draw- 
ings for  period. 

Should  partners'  drawings  be  very  numerous  it  would 
be  advisable  to  have  a  separate  column  ruled  for  them  in 
the  Voucber  Record,  and  to  post  them  in  total  every  month. 

Should  they,  however,  be  few  in  number  it  would  be 
better  to  enter  them  in  '^Snndxy  Debits  "  column  and  post 
them  separately. 

The  interest  on  partners*  capital  as  ascertained  monthly 
should,  of  coarse,  be  deducted  from  profits  before  dis- 
tributing them. 

Crediting  interest  monthly,  however,  is  not  altogether 
right,  as  it  will  have  the  effect  of  compounding  interest 
monthly  instead  of  yearly,  and  should  only  be  done  with 
the  consent  of  the  members  of  the  firm. 

Although  it  is  customary  in  private  concerns  to  credit 
interest  on  capital  as  at  beginning  of  period  it  is  not  a 
proper  way  to  compute  it,  as  the  drawings  of  some 
members  may  be  far  in  excess  of  those  of  others. 

The  proper  way  to  compute  it  is  to  average  each  Capital 
Account,  and  although  to  do  so  may  consume  a  little 
time,  it  will  be  found  to  have  been  the  most  satisfactory 
way  to  all  concerned. 


Before  inaugurating  a  system  of  accounting  it  should  be 
always  ascertairked  that  those  who  are  to  operate  it  are 
sufficiently  competent  to  do  so,  as  it  is  notorious  that  many 
houses  employ  very  incompetent  assistants,  such  houses 
regarding  the  position  of  bookkeeper  as  a  sinecure  and  the 
salary  paid  to  him  as  unproductive  expenditure. 

This  is  attributable,  to  a  very  large  extent,  to  the  fact 
that  most  employers  do  not  understand  even  the  ordinary 
rudiments  of  bookkeeping,  and  when  they  are  so  fortunate 
as  to  secure  the  services  of  a  competent  bookkeeper  they 
evince  a  decided  disinclination  to  adequately  remunerate 
him  for  his  services. 

Many  houses  employ  inexperienced  junior  assistants,  in 
the  hope  that  after  a  protracted  process  of  transmutation 
they  will  ultimately  be  metamorphosed  into  good 
bookkeepers. 

Such  is  often  the  case,  but  until  they  shall  have  demon- 
strated their  ability  to  keep  books  properly  they  should  be 
kept  in  a  junior  capacity. 

Some  bookkeepers  have  application,  but  are  lacking  in 
ability  and  experience ;  while  others  have  both  ability  and 
experience  but  lack  application.  A  man  possessing  all  of 
these  qualifications  is  a  very  important  adjunct  to  any 
firm,  and  the  remuneration  given  him  for  his  services 
should  be  conunensurate  with  his  abilities. 

Many  bookkeepers  are  merely  mechanical  workers,  and 
while  they  often  keep  their  books  in  balance  cannot  always 
assign  a  reason  for  the  entries  they  make.  Such  book- 
keepers are  incapable  of  appreciating  the  merits  of  any 
system,  however  perfect  it  may  be,  and  being,  as  a  rule, 
opposed  to  innovations  of  any  kind,  interpose  obstacles  in 
the  way  of  its  installation. 

Facts  and  figures  are  very  different  things,  and  during 
the  course  of  my  professional  career,  extending  over  a 
period  of  twenty  years,  both  in  America  and  Europe,  I 
have  seldom  found  books,  even  when  in  balance,  in  such 
a  condition  as  to  enable  me  to  elicit  facts  from  them  with- 
out having  recourse  to  elimination  and  segregation. 

Those  of  you  who  are  practising  as  public  accountants, 
or  intend  at  some  future  time  to  adopt  accountancy  as  a 
profession,  should  bear  in  mind  that  a  man,  in  order  to  be 
regarded  as  a  competent  accountant,  must  possess  a 
natural  aptitude  for  figures,  experience  in  the  manipulation 
of  them,  and  should  cultivate,  if  he  does  not  naturally 
possess,  the  art  of  condensation,  which  consists  in  the 
putting  in  the  smallest  possible  space,  in  an  intelligible 
manner,  the  largest  amount  of  useful  matter. 

He  should  also  have  a  knowledge  of  mathematics,  and 
should  do  his  work  on  mathematical  lines,  always  having 
regard  to  ultimate  results. 

In  conclusion,  I  trust  that  you  have  found  my  remarks 
upon  department  store  accounting  interestin^QQ IC 
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As  I  have  already  mentioned,  the  time  at  my  disposal 
has  only  been  sufficient  to  enable  me  to  treat  this 
important  subject  in  a  somewhat  perfunctory  manner. 

Perhaps  on  some  future  occasion  I  shall  have  the 
pleasure  of  again  addressing  you,  and  dealing  more 
exhaustively  with  the  more  important  matters  connected 
with  it. 


ISanfi  ££amlnation0« 


By  Adam  A.  Ross,  Junr.,  C.P.A. 


(From  The  Joutnal  of  Accountancy ^  New  York.) 

In  discussing  the  question  of  audits,  directors  of  national 
banks  have  often  been  heard  to  state  that  they  considered 
the  examinations  made  by  the  national  examiners  to  cover  al ^ 
that  is  necessary  in  the  way  of  inspection  of  the  bank's 
accounts.  That  this  is  not  the  case  is  being  constantly 
proved  to  us  by  the  logic  of  events.  While  we  may  not 
reasonably  expect  to  be  wholly  free  from  bank  failures  or 
defalcations,  the  comparative  frequency  with  which  both 
are  reported  in  the  daily  press  would  seem  to  indicate  that 
there  is  something  at  fault  in  the  present  methods  of  inspec- 
tion and  control.  It  is  impossible  for  the  national  bank 
examiner  to  make,  in  the  limited  time  at  his  disposal,  a 
thorough  investigation  into  a  bank's  accounts,  and  many  of 
the  examiners  freely  admit  that  their  work  is  not  to  be 
considered  in  the  light  of  an  audit ;  while  some,  in  fact,  are 
strong  advocates  of  independent  examinations  by  disinterested 
auditors. 

The  work  of  the  national  examiner  is  special  in  its 
nature,  and  is  done  on  behalf  of  the  Comptroller  of  the 
Currency,  to  whom  alone  he  is  responsible.  lie  does  not 
act,  directly  at  least,  on  behalf  of  the  shareholders  or  the 
management  of  the  bank,  nor  are  his  findings  communi- 
cated to  them  except  on  such  occasions  as  the  Comptroller 
may  call  attention  to  some  infringement  of  the  banking 
regulations.  It  is  true  that  his  work  embraces  the  count- 
ing and  inspection  of  the  bank's  cash,  loans,  collaterals, 
investments,  &c.,  as  submitted  to  him,  and  also  to  some 
extent  the  balancing  of  many  of  the  general  accounts  of  the 
bank,  including  the  individual  Deposit  Ledgers,  Stock 
Iwedger,  &c.,  and  considerable  work  that  is  in  the  line  of 
auditing ;  but  in  addition  thereto  he  has  to  keep  the 
Comptroller  advised  of  the  amount  and  character  of  the 
bank's  resources  and  liabilities,  the  borrowings,  if  any,  of 
the  directors,  the  loans,  if  any,  in  excess  of  the  limit  pre- 
scribed by  law,  its  organisation  and  method  of  conduct- 
ing its  affairs,  the  plan,  to  some  extent,  of  its  accounts, 
and  the  means  taken  for  their  internal  checking  and  veri- 
fication ;  and,  generally,  the  securing  of  such  information 


as  will  enable  the  Comptr6ller  to  judge  of  the  bank's 
soundness,  and  to  know  whether  or  not  it  is  being  con- 
ducted in  compliance  with  the  laws  under  which  it  is 
being  allowed  to  operate.  The  careful  performance  of 
these  very  necessary  and  important  duties  within  the  brief 
period  usually  allowed  for  his  work  must  fully  occupy  his 
time  and  leave  small  opportunity  for  real  auditing.  Now 
and  again  these  hard-working  servants  of  the  Government 
come  in  for  considerable  criticism  on  account  of  their 
failure  to  detect  defalcations  that  have  been  more  or  less 
cleverly  concealed  for  a  period  of  years,  but  it  will  be 
acknowledged  by  those  familiar  with  the  onerous  character 
of  their  work  that  on  the  whole  they  are  rendering,  within 
their  limitations,  good  service  to  the  Government  and  to 
the  banking  community.  The  blame  for  many  of  the 
disastrous  bank  defalcations  and  failures  should  rather 
be  laid  at  the  doors  of  those  bank  directors  who,  for  one 
reason  or  another,  fail  to  recognise  that  one  of  the 
important  duties  of  their  trusteeship  is  not  only  to  keep 
advised  of  the  condition  of  their  trusts  as  shown  by  the 
records  prepared  within  their  own  institutions,  but, 
further,  to  have  those  records  inspected  and  their 
integrity  tested  by  independent  and  disinterested  profes- 
sional examiners.  • 

The  transactions  of  the  modem  bank  are  so  numerous 
and  varied,  their  ramifications  so  far-reaching,  and  the 
amounts  involved  so  large  that  it  would  seem  no  more 
than  reasonable  and  prudent  for  their  managers  to  take 
steps  to  assure  themselves  of  the  integrity  of  their 
accounts.  The  practice  of  having  the  accounts  of  other 
business  corporations  regularly  audited  and  certified  to  by 
professional  accountants  is  rapidly  becoming  a  fixed 
custom  in  this  country,  and  it  is  rather  remarkable  that 
such  important  institutions  as  banks,  whose  methods  and 
whose  stability  are  of  such  consequence,  not  only  to  their 
stockholders,  but  to  the  business  comnnmity  generally, 
do  not  make  this  custom  more  general  in  their  own  case. 
There  is,  however,  a  growing  tendency  among  bank 
managers,  at  least  in  the  larger  and  more  progressive  com- 
munities, to  delegate  this  importiint  work  to  professional 
accountants. 

It  is  true  that  the  bye-laws  of  practically  all  banks  pro- 
vide for  one  or  more  detailed  examinations  of  the  assets 
during  the  year  by  a  committee  of  the  directors.  The  plan 
is  a  good  one,  and  .should  be  carried  out  faithfully.  It 
tends  to  familiarise  the  directors  with  the  details  of  their 

!  bank's  workings,  and  has  a  good  moral  effect  upon  the 
staff.  The  more  progressive  boards,  however,  place  their 
real  dependence  upon  the  work  and  report  of  their  profes- 
sional auditors.  To  them  is  delegated  the  important  task 
of  verifying  the  bank's  accounts,  and  of  examining  and 

'  reporting  upon  its  assets.;  . ^nd  bv ^hi&  arrangement  the 
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board  U  enabled  to  learn,  from  independent  sources  the 
precise  condition  of  their  bank,  while  at  the  same  time  the 
proper  administration  of  its  affairs  by  its  officers  is  con- 
firmed. In  such  matters  as  the  declaring  of  dividends, 
the  writing  off  of  doubtful  assets,  &c.,  the  board  bases  its 
actions  not  upon  the  reports  of  its  officers  alone,  but 
reqoires  in  conjunction  therewith  the  statement  of  its 
iiuditors.  Most  officers  are  only  too  glad  to  share  the 
responsibility  in  matters  of  such  importance. 

As  to  the  scope  of  the  examination  that  should  be  made 
in  order  to  really  cover  all  that  an  audit  should  be,  it  must 
be  admitted  that  the  character  of  many  of  the  examinations 
which  have  been  made  in  the  past,  and  which  are  more  Ofr 
less  common  at  the  present  time,  has  not  been  of  a  very 
high  standard.  In  many  cases,  audits,  so  called,  have  been 
performed  by  men  of  comparatively  narrow  professional 
experience,  but  who  perhaps  have  been  more  or  less 
familiar  with  banking  routine.  Such  examinations  are  con- 
fined usually  to  a  count  and  insi>ection  of  the  assets  in 
sight,  and  to  ascertaining  that  their  totals  agree  with  what 
the  Ledger  appears  to  call  for.  Usually  nothing  is  attempted 
in  the  way  of  testing  the  records  to  see  if  they  have 
been  truthfully  kept,  nor  is  the  principle  of  external  check 
applied  to  any  considerable  extent.  Such  superficial 
inspections  have  satisfied  many  directors,  and  while  they 
have  been  relatively  valuless  to  the  client,  they  have 
helped  at  the  same  time,  unfortunately  for  the  profession, 
to  set  up  a  standard  of  fees  wholly  incompatible  with  good 
work.  This,  combined  with  the  onerous  and  responsible 
character  oi  the  work  when  properly  performed,  has  made 
thi  field  of  bank  auditing  rather  uninviting  to  tl)e  account- 
ant in  active  general  practice.  But  the  merits  of  the  higher 
class  of  work  are  becoming  better  known  ;  there  is  a  grow- 
ing demand  for  auditing  of  the  right  sort,  and  the  time  is 
not  far  off  when  all  important  financial  institutions  will 
apply  to  their  own  affairs  the  same  principles  of  inspec- 
tion and  auditing  that  they  often  recommend  to  their 
rustomers.  In  England  the  Companies  Act  of  1879  has 
made  it  compulsory  for  every  banking  institution  regis- 
tered under  its  regulations  to  appoint  auditors  who  have 
no  responsibility  to  the  directors,  but  only  to  those  who 
appoint  them — the  stockholders  of  the  bank. 

The  problems  met  with  in  bank  auditing  are  not 
radically  different  from  those  the  accountant  meets  in 
either  lines  of  business,  but  to  do  effective  work  he  must 
to  a  considerable  extent  be  familiar  with  bank  routine. 
Bank  bookkeeping,  though  it  may  sometimes  appear 
mysterious  to  the  average  man  on  the  outside  of  the 
counter,  is  really  very  simple,  and  it  is  only  its  immense 
volnme  and  the  confusing  and  inexpressive  terms  com- 
monly used  in  speaking  of  its  operations  and  functions  that 
make    it    seem    formidable.      Right    here    it    might  'be 


remarked  that  there  is  an  excellent  opportunity  for  a 
national  body  like  the  Institute  of  Bank  Clerks  to  take  up, 
if  they  have  not  already  done  so,  the  question  of  banking 
terminology,  to  the  end  that  a  book,  e.ff.j  for  recording 
amounts  of  interest  collected,  be  known  by  some  more 
expressive  name  than  "  red  book,"  while  the  same  book  in 
another  bank  perhaps  enjoys  the  equally  expressive  name 
of  "blotter,"  or  "scratcher." 

Because  of  the  different  classes  of  banking  institutions 
and  the  varying  character  and  volume  of  their  operations, 
due  to  locality,  purpose  of  organisation,  &c.,  it  is  difficult 
to  set  down  definitely  just  what  should  constitute  a  perfect 
bank  audit,  but  we  can  note  in  a  general  way  certain  points 
which  must  be  covered  in  every  audit,  together  with  a  few 
special  points  which  are  prominent  and  important  because 
they  are  the  result  of  experience  gained  in  investigating 
defalcations. 

It  is  important  that  all  inspections  and  verifications  of 
cash  and  securities  be  made  without  notice,  and  at  such 
times  as  will  admit  of  the  least  opportunity  for  their 
manipulation.  The  auditor  should  assure  himself  that 
each  in  its  entirety  is  submitted  to  him,  or  take  precau- 
tions to  render  impossible  the  counting  of  the  same  cash 
or  securities  a  second  time.  It  will  readily  be  seen  that 
in  a  large  institution  this  would  require  that  the  auditor 
be  assisted  by  a  competent  and  reliable  staff,  if 
he  is  to  perform  his  work  thoroughly  and  expeditiously. 
It  is  hardly  necessary  to  add  that  the  totals  should 
be  compared  not  only  with  the  tellers*  or  depart- 
mental totals,  but  that  they  should  agree  with  the  final 
record,  the  General  Ledger.  Care  should  be  taken  to 
ascertain  that  nothing  has  been  omitted  from  the  day's  work 
in  arriving  at  the  balance,  and  that,  on  the  other  hand,  no 
improper  credits  have  been  taken  for  disbursements.  Items 
not  cash,  but  carried  as  such,  should  be  examined,  inquired 
into,  and  reported.  A  careful  inspection"  of  the  items  con- 
stituting the  cash  balance  will  often  disclose  abuses  which, 
if  unchecked,  lead  to  serious  irregularities. 

In  attempting  to  verify  collateral  loans,  particularly  those 
on  demand,  it  is  of  little  value  merely  to  compare  the  notes 
and  securities  on  hand  with  the  usual  records  in  the  bank, 
taking  for  granted  the  correctness  of  the  latter  provided  the 
totals  agree  with  the  General  Ledger.  Defalcations  have 
been  successfully  carried  on  and  concealed  for  years  by  the 
misappropriation  of  partial  payments  on  account  of  loans 
which  were  purposely  not  endorsed  on  the  notes.  In  case 
of  examination  the  full  amount  of  the  original  loan 
appeared,  therefore,  as  part  of  the  grand  total  of  loans,  and 
there  has  usually  been  sufficient  surplus  collateral  available 
to  help  bolster  up  the  seeming  genuineness  of  the  item. 
Written  statements  of  all  demand  loans  and  of  all  loans  with 
collaterals  should  be  sent  to  the  borrowers  for  the  purpose 
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of  obtaining  their  confirmation  of  same.  This  makes 
impossible  the  carrying  of  fictitious  loan  items,  and  at  the 
same  time  provides  the  only  adequate  verification  of 
collaterals.  The  latter  are  subject  to  frequent  substitutions 
and  shiftings,  and  no  internal  checking,  no  matter  how 
exhaustive,  can  possibly  cover  the  verification  of  so  large 
an  item  of  assets. 

Discounted  commercial  paper  should  be  examined, 
totalled,  and  agreed  with  the  General  Ledger.  It  is  not 
practical  to  apply  the  principle  of  external  check  to  the 
greater  part  of  this  class  of  loans,  as,  for  instance,  in  items 
of  '* bought"  paper  where  the  borrowers  have  sold  their 
notes  through  a  broker,  and  do  not  know  by  whom  it  is  held. 
Items  can  be  taken  at  random,  however,  throughout  the  list, 
which  are  susceptible  of  outside  proof.  Notes  sent  away  for 
collection  should,  of  course,  be  confirmed  by  correspondence. 
Past,  due,  or  suspended  notes  should  be  examined, 
inquired  into,  and  reported  in  full  to  the  board  of  directors. 
Stocks,  bonds,  and  investments  present  but  little  difficulty 
and  can  be  verified  by  inspection  of  the  securities  on  hand 
or  by  correspondence  if  held  by  other  banks. 

Balances  due  to  and  from  other  banks  should  be 
verified.  At  regular  intervals  it  is  usual  for  the  bank  to 
send  to  or  receive  from  the  majority  of  correspondents  state- 
ments of  account.  These  statements  and  the  reports 
thereon,  together  with  the  "remittance"  letters  received 
from  day  to  day,  usually  furnish  the  auditor  with  the  infor- 
mation necessary  for  ascertaining  the  correctness  of  the 
various  balances. 

Accounts  of  capital  stock,  cashier's  cheques,  due  bills, 
certified  cheques  and  certificates  of  deposit  are  susceptible 
of  much  the  same  general  treatment  by  the  auditor— viz., 
an  inspection  of  the  cancelled  items,  comparison  thereof 
with  the  stubs  or  original  records,  and  seeing  that  the  open 
and  outstanding  items  agree  with  the  general  accounts. 
Items  of  longer  standing  than  usual  should  be  inquired  into 
and,  if  necessary,  reported  to  the  officers. 

Individual  Deposits  is  one  of  the  most  important  accounts 
in  the  bank,  and  it  is  through  the  manipulation  of  the 
accounts  of  depositors  that  the  majority  of  defalcations  have 
taken  place.  No  one  employed  in  this  department  should 
in  any  way  have  access  to  the  bank's  funds,  nor  should  those 
in  charge  of  the  funds  have  anything  to  do  with  the  keeping 
of  the  records  of  deposits.  Further,  pass  books  should  be 
balanced  or  statements  of  depositors'  accounts  prepared  by 
some  one  other  than  the  individual  Ledger  keepers. 
Occasional  exchange  of  duties  and  positions  of  the  clerks 
without  notice  makes  for  safety,  and,  incidentally,  efficiency. 
Pass  books  should  be  balanced  frequently  and  not  allowed 
to  run  unsettled  for  long  periods.  In  the  progressive  West 
many  banks  have  abandoned  pass  books  except  as  a  sort  of 
receipt  book.    The  details  of  each  depositor's  account  are 


written  up  on  a  statement  form  daily  and  kept  ready  for 
balancing  and  delivery  at  any  time.  If  not  called  for  by  the 
end  of  the  month,  the  statements  are  all  sent  out  together 
with  the  cancelled  cheques.  This  makes  a  "  clean  up ' '  of  the 
month's  work,  and  leaves  no  accounts  unbalanced  by  reason 
of  the  depositor's  failure  to  leave  his  pass  book  for  settle- 
ment. With  these  precautions  faithfully  adhered  to, 
exhaustive  auditing  would  not  be  necessary  in  this  department, 
but  the  auditor  must  satisfy  himself  concerning  the  actual 
conditions.  It  will  be  necessary  for  him  to  ascertain  that 
the  Ledgers  are  in  balance,  and  to  test  them  for  the  purpose 
of  detecting  irregularities,  if  any  exist.  In  the  absence  of 
the  safeguards  mentioned,  pass  books  should  be  inspected 
and  balanced,  and  received  from  and  delivered  directly,  if 
possible,  to  the  depositors.  The  extent  to  which  this  can 
be  carried  out  must  depend  largely  on  circumstances,  but 
in  a  more  or  less  continuous  audit,  where  the  auditor  has 
access  to  the  books  from  time  to  time,  the  great  majority  of 
the  accounts  can  probably  be  inspected  in  the  course  of  six 
months  or  a  year.  Statements  are  sometimes  mailed  to  the 
depositors  by  the  auditor  containing  a  memorandum  of  their 
balances  at  last  settlement  and  deposits  made  since,  and 
asking  their  confirmation  of  same.  This  method  is  good  so 
far  it  goes,  but  does  not  by  any  means  fully  cover  the 
situation. 

The  verification  of  earnings  and  expenses  should  receive 
the  auditor's  attention.  The  records  in  respect  of  these 
accounts  are  apt  to  be  very  incomplete  in  many  banks, 
notably  with  regard  to  interest  on  demand  loans.  No 
permanent  record  is  kept  in  many  institutions  showing  how 
these  item$  are  made  up.  The  interest  bills  are  made  up 
from  the  notes  themselvei  in  many  cases,  the  interest  pay- 
ments are  endorsed  on  the  notes,  and,  upon  payment  and 
surrender  of  the  latter,  the  only  intelligible  record  of  the 
transactions  disappears  from  the  bank.  This  is  not  unlike 
a  merchant  who  would  destroy  his  sales  records  as  soon  as 
each  bill  was  collected.  It  is  true  that  the  loans  could  be 
restated  from  the  books,  but  only  after  exhaustive  investiga- 
tion on  the  part  of  the  auditor.  Simple  but  complete  records 
can  be  kept,  showing,  without  additional  work,  all  the  details 
pertaining  to  interest  collected,  and  which  will  be  susceptible 
of  very  thorough  audit.  Errors  in  calculating  interest  will 
occasionally  occur,  and  they  are  more  apt  to  be  to  the  bank's 
loss  than  otherwise.  Experience  has  shown  that  both  errors 
and  misappropriations  have  occurred  in  these  items  in  the 
absence  of  control  and  check  by  means  of  a  permanent 
record. 

Investigation  should  also  be  made  to  see  that  all  income 
from  investments,  rents.  &c.,  has  been  received  and  properly 
accounted  for.  Calculations  of  discount  should  be  tested  for 
at  least  a  portion  of  the  period  under  audit.  Vouchers  and 
other  authority  for  charges  to  Expense  Accounts  should  be 
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examined,  and  inquiry  made  as  to  what  precaotioos,  if  any, 
are  taken  to  insure  the  proper  use  of  the  usually  large  sums 
drawn  for  postage. 

In  addition  to  the  work  suggested  there  is.  of  course,  the 
examining  and  testing  of  the  General  Ledger.  The  principles 
of  auditing  which  would  be  applicable  in  this  regard  are  well 
known  and  need  not  be  dwelt  on  at  length  in  this  paper. 
Among  other  things  the  comparison  of  departmental  books 
and  totals  with  this  book  of  final  record  is  one  of  the  points 
which  would  naturally  suggest  itself  to  any  auditor. 

The  pointing  out  and  elimination  of  dangerous  methods  or 
lack  of  methods,  the  improvement  of  existing  methods, 
comment  and  suggestion  looking  to  economy  in  effort  or  to 
better  results  for  the  same  efforts,  are  all  matters  which  come 
within  the  province  of  the  auditor  and  for  which  only 
experience  can  qualify  him. 

After  the  completion  of  the  work  there  remains  the  prepar- 
ation and  submitting  of  the  Balance  Sheet,  and,  if  the  audit 
be  a  periodical  one,  statement  of  profit  and  loss  for  the  period. 
The  Balance  Sheet  may  be  accompanied  by  as  elaborate 
schedules  of  the  assets,  &c.,  as  may  be  desired,  but  it  is  usual 
to  at  least  present  carefully  prepared  statements  of  the 
different  classes  of  loans  with  schedules  of  the  collaterals 
and  their  values,  schedule  of  discounted  notes  showing  the 
total  of  each  borrower,  whether  single-name  or  endorsed, 
schedule  of  past  due  notes,  and  statement  of  stocks,  bonds, 
and  investments.  With  these  details  placed  before  them  one 
or  more  times  during  the  year,  and  having  in  mind  that  the 
separate  items  have  been  independently  verified  by  all  the 
internal  and  external  checks  which  it  is  practical  to  make, 
it  would  seem  that  there  would  be  but  small  likelihood  of 
directors  not  knowing  what  was  being  done  with  the  funds  of 
their  institutions. 


TTbe  Scope  of  a  Memorandum  of 
H60ocfatfom 


(From  The  Solicitors'  Journal.) 
The  memorandum  o'  association  of  a  company  under 
th*i  present  practice  is  a  document  which  aims  at 
describing  the  proposed  objects  of  the  company  in  terms 
o(  extreme  generality,  yet  even  so  there  is  a  not  unnatural 
disposition  in  the  Courts  to  place  a  restriction  on  the 
▼erbiage  of  the  draftsman,  and  the  decision  of  the  Court 
of  Appeal  in  Re  German  Date  Coffee  Co.  (ao  Ch.D.  169) 
drew  a  distinction  between  particular  and  subsidiary 
objects.  The  particular  objects  are  defined  by  the  leading 
clauses,  and  subsequent  general  clauses  may  be  properly 
treated  as  subsidiary  thereto,  and  not  as  enabling  the  com- 
pany to  do  everything  which  would  fall  within  their  terms 


taken  literally.  "General  words,"  said  Lindley,  L.J.,  in 
that  case,  "construed  literally,  may  mean  anything;  but 
"they  must  be  taken  in  connection  with  what  are  shown 
''by  the  context  to  be  the  dominant  or  main  objects.  It 
''will  not  do  under  general  words  to  turn  a  company  for 
"manufacturing  one  thing  into  a  company  for  manu- 
'^facturing  something  else,  however  general  the  words 
"are."  In  that  case  the  company  was  formed  to  acquire  a 
German  patent  for  manufacturing  a  substitute  for  coffee, 
and  also  to  purchase  other  inventions  for  the  same  pur* 
poses,  and  to  import  and  export  all  descriptions  of  produce 
for  the  purposes  of  food.  The  German  patent  could  not 
be  obtained,  and  although  the  company  had  acquired  a 
Swedish  patent,  it  was  held  that  the  substratum  of  the 
company's  business  was  gone,  and  a  winding-up  order  was 
made.  "The  real  object  of  the  company,"  said  Lindley, 
L.J.,  ''was  to  manufacture  a  substitute  for  coffee  in 
"  Germany  under  a  patent  valid  according  to  German  law. 
"It  is  what  the  company  was  formed  for,  and  all  the  rest 
^U  subordinate  to  that.  The  words  are  general,  but  that 
"is  the  thing  for  which  the  people  subscribe  their  money." 
In  arriving  at  this  conclusion,  reference  was  made  both  to 
thd  name  of  the  company  and  to  the  prospectus,  which 
made  the  acquisition  of  the  German  patent  the  leading 
object  of  the  company. 

The  above  case  is  the  leading  authority  for  the  proposi- 
tion that  certain  of  the  objects  of  a  company  are  to  be 
regarded  as  principal,  and  the  rest  as  subsidiary,  and  that 
the  principal  objects  give  the  real  scope  of  the  company's 
business,  beyond  which  it  cannot  lawfully  travel.  But 
there  are  several  other  cases  in  which  the  same  view  has 
been  taken.  In  Re  Haven  Gold  Mining  Co.  (30  W.R.  289, 
20  Ch.D.  151)  the  company  was  formed  to  acquire  mines 
*'  in  New  Zealand  or  elsewhere,"  and  in  particular  to  carry 
out  a  specified  agreement,  which  was  for  the  acquisition  of 
particular  property  in  New  Zealand ;  and  special  reference 
was  made  to  this  property  in  the  prospectus.  The  property 
could  not  be  obtained,  and  the  Court  of  Appeal  held  that 
the  substratum  had  gone.  In.  Re  Crown  Bank  (38  W.R. 
666,  44  Ch.D.  634),  again.  North,  J.,  looked  at  a  circular 
contemporary  with  the  memorandum  as  explaining  the 
objects,  and  held  that  the  company  could  not,  by  virtue 
of  general  words,  go  outside  the  business  of  banking, 
which  was  the  main  object  of  the  company.  Similarly,  in 
Re  Amalgamated  Syndicate  (46  W.R.  75  ;  1897,  a  Ch.  600), 
Vaughan  Williams,  J.,  declined  to  allow  a  company  formed 
for  a  specified  principal  purpose,  which  had  come  to  an 
end,  to  carry  on  other  businesses  by  virtue  of  the  general 
words  in  the  memorandum. 

In  Stephens  v.  The  Mysore  Reefs,  «5r»f .,  Co,  (50  W.R.  509 ; 
1902,  X  Ch.  745)  Swinien-Eady,  J.,  gave  effect  to  the  same 
distinction,  and  held  that  a  company  foxm«i  to  acquire  a 
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mine  in  Mysore  could  not  enter  upon  a  scheme  for 
financing  a  mine  in  a  different  part  of  the  world.  The 
original  mine  having  been  abandoned,  the  proposal  was 
thai  the  company  should  obtain  an  option  over  a  mine  in 
West  Africa,  and  if  the  reports  were  favourable  should 
form  a  subsidiary  company  to  work  it.  The  memorandum 
of  association  provided  by  clause  2  that  the  company  might 
acquire  gold  mines  ''in  Mysore  or  elsewhere,"  and  there 
wai  the  usual  clause  as  to  proimoting  other  companies,  and 
the  usual  concluding  general  clause,  empowering  the  com- 
pany '^  to  do  all  such  other  things  as  are  incidental  or  con- 
ducive to  the  above  objects."  Swinfen-Eady,  J.,  held, 
howeiver,  that  the  principle  of  He  German  Date  Coffee  Co. 
applied.  The  first  object — ^the  acquisition  of  the  par- 
ticular mine  in  Mysore — described  the  principal  and 
governing  object.  The  remaining  clauses  were  to  be  con- 
strued as  giving  the  company  full  and  ample  powers  to  do 
a  number  of  things,  but  in  a  manner  subsidiary  and  sub- 
ordinate to  the  main  business.  Hence  be  regarded  the 
scheme  for  financing  the  West  African  mine  as  ulira  vires. 
It  has  been  suggested,  however,  that  in  this  course  of 
decision  the  Court  has  departed  from  the  natural  meaning 
of  the  language  used  in  the  memorandum  of  association, 
and  that,  in  construing  this  document,  undue  use  has  been 
made  of  the  name  of  the  company,  which  is  subject  to 
change,  and  of  contemporary  documents  (Palmer's  Comp. 
Free.  (8th  ed.),  Part  I.,  p.  386) ;  and  it  does  not  appear 
why  effect  should  not  be  given  to  a  clause  which  expressly 
authorises  the  acquisition  of  property  other  than  that 
specifically  mentioned,  notwithstanding  that  its  language 
is  general.  A  decision  upon  these  lines  has  now  been 
given  by  Warrington,  J.,  in  Fedlar  v.  Road  Block  Gold 
Mines  of  India  (1905,  2  Ch.  427),  and  though  the  learned 
Judge  professed  to  distinguish  Stephens  v,  Mysore  Reefs 
Mining  Co,  (supra)  y  yet  the  two  cases  would  seem  not  to 
be  easily  reconcileable.  In  the  present  case  the  objects 
of  the  company  were  stated  in  terms  almost  identical  with 
those  in  the  earlier  case.  The  primary  object,  as  stated  in 
clause  I  of  the  memorandum  of  association,  was  *'to 
"acquire  and  take  over  as  a  going  concern  the  under- 
staking  of  the  Road  Block  Gold  Mining  Co.  of  India, 
"Lim.,"  and  under  clause  2  the  company  was  empowered 
to  acquire  gold  mines  "in  Mysore  and  elsewhere."  As  in 
the  previous  case,  there  were  subsequent  clauses 
enabling  the  company  to  promote  other  companies,  and  to 
do  all  other  incidental  things.  The  original  property  was 
disappointing,  and  the  directors  proposed  to  secure  an 
option  over  a  mining  area  in  the  Bombay  Presidency. 
Arrangements  were  made  to  this  end,  but  it  was  seen  that 
the  change  of  operations  was  of  doubtful  legality,  having 
regard  to  the  decision  in  Stephens  v.  Mysore  Reefs  Mining 
Co.  i supra) i  and  a  friendly  action  was  commenced  to  test 
the  power  of  the  company.    A  draft  agreement  had  been 


prepared,  and  under  this  the  company  might  either  acquire 
the  new  property  directly  by  increasing  its  capital,  or 
might  form  a  new  company  for  the  purpose  of  taking  over 
the  property.  It  will  be  seen,  therefore,  that  the  circum- 
stances were  very  similar  to  those  in  the  case  before 
Swinfen-Eady,  J.,  but  Warrington,  J.,  arrived  at  a  different 
conclusion,  and  held  that  the  proposed  scheme  was  intra 
vires.  Indeed,  if  the  decision  in  Stephens  v,  Mysore  Reefs 
Mining  Co.  were  strictly  applied,  it  would  be  difScult  for 
a  company  to  do  business  except  in  the  place  expressly 
mentioned  in  the  memorandum  of  association.  Warring- 
ton, J.,  referred  to  the  words  "or  elsewhere  "  used  in  clause 
2,  and  pointed  out  that  they  would  have  no  force  if  the 
object  of  the  company  was  gold  mining  only  in  the  mines 
referred  to  in  clause  i.  He  very  naturally  held  that  he  was 
not  obliged  to-  confine  the  real  object  of  the  company  to 
clause  I,  but  that  he  could  go  further  and  have  regard  to 
the  extension  of  those  objects  contained  in  clause  2.  It  is 
not  necessary  to  follow  the  learned  Judge  into  his  attempt 
to  distinguish  Stephens  v.  Mysore  Reefs  Mining  Co.  (supra), 
but  his  decision  will  show  that  the  cases  referred  to  above 
are  not  to  be  taken  as  necessarily  confining  the  scope  of  a 
company's  business  to  the  property  specifically  mentioned 
in  the  memorandum  of  association. 


Aafte  Company  Capitals  Smaller,  and  so 
Befeat  1Ret>enue  Bsactfona. 


By  R.  Gbrvasb  Elwbs,  M.Inst.  C.E. 


(From  The  Financial  News.) 

I  am  glad  to  see  that  The  Financial  News  is  pressing  on 
the  authorities  the  folly  of  driving  business  away  and 
discouraging  new  enterprises  (at  the  very  time  the  unem- 
ployed problem  looms  so  large)  by  the  outrageous  fees 
charged  on  the  registration  of  joint-stock  companies  at 
Somerset  House.^  The  shorn  lamb  is  already  migrating  to 
milder  climes,  in  Guernsey  and  the  colonies,  as  in  the  case 
of  the  Zinc  Corporation,  to  which  you  have  drawn  attention. 
But  may  I  point  out  another  way  of  escaping  the  revenue 
exactions  ? 

A  '*  share"  does  not,  as  some  Judges  and  other  persons 
seem  to  think,  mean  a  sum  of  money,  but  a  fractional  interest. 
Whether  you  hold  5,000  £1  shares  in  a  company  with  a  total 
issued  capital  (nominal)  of  ;f  500,000,  or  500  similar  shares  in 
a  company  owning  the  same  property  with  a  nominal 
capital  of  ;£50,ooo.  your  fractional  interest  in  the  annual 
profits  and  (in  the  event  of  a  winding-up)  in  the  net  assets 
is  precisely  the  same — viz.,  i  per  cent.,  or  one-hundredth 

part ;  and,  moreover,  the  intrinsic  ialue^EH^sovereigns   of 
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your  interest  is  the  same  in  both  cases,  and  the  market  value 
in  cash  rather  more  in  the  latter  case,  because,  as  a  rule, 
shares  at  a  premium  sell  more  readily  and  at  a  better  price 
than  shares  at  a  discount. 

The  Rand  magnates,  with  the  ability  which  characterises 
their  management  in  every  department,  have  seen  this,  and 
have  made  the  nominal  capital  of  their  undertakings,  in 
genera],  very  low,  but  have  issued  their  working  capitals  at 
a  big  premium ~/i  shares  at ;( 2  to  £$,  Result,  dividends 
of  100  and  150  per  cent,  and  shares  at  correspondingly  high 
prices.  Why  should  not  London  promoters  do  the  same  ? 
Take  the  case  of  a  mine  requiring,  say,  /i5o,ooo  working 
capital  in  cash.  Instead  of  registering  a  company  with  a 
nominal  capital  of,  say,  ^450,000.  and  issuing  150,000  shares 
at  par,  why  not  register  ^90,000  and  issue  30,000  £1  shares 
at  £5  each,  producing  the  ^150,000  required  ?  The  fees  in 
the  first  case  will  be  about  five  times  as  great  as  in  the 
second.  The  vendors  and  financiers  who  get  the  vendors' 
shares  will  hold  a  smaller  nominal  amount,  but  worth  the 
same  money ;  and  who  is  the  worse  except  the  Chancellor 
of  the  Exchequer,  whom  nobody  will  pity  ? 

It  may  take  a  little  time  to  educate  the  general  investor  to 
this  plan;  but  the  way  has  been  prepared  by  the  "  intro- 
duction "  of  the  shares  of  many  non-prospectus  companies 
on  the  Stock  Exchange  at  high  premiums,  and  if  it  were 
adopted  to  any  considerable  extent  it  might  bring  the 
Government  to  a  sense  of  its  unwisdom.  I  may  refer  any 
reader  who  feels  interested  to  an  article  on  '*  Company  Law 
Reform  "  in  the  **  Nineteenth  Century  Magazine  *'  for  April 
1901.  where  I  have  discussed  this  and  other  reforms  at 
greater  length. 


Aeettngs  for  tbe  ensafng  Meelt. 


Tuesday. — Royal  Statistical  Society. — Paper,  **  Wages 
in  the  Engineering  and  Shipbuilding  Trades  in  the 
Nineteenth  Century,"  by  Mr.  A.  L,  Bowley,  M.A., 
and  Mr.  G.  H.  Wood,  at  the  Rooms  of  the  Society, 
9  Adelphi  Terrace,  Strand,  W.C. 

Wednesday  —  Kingston-upon-Hull  Chartered  Accoun- 
tants Students'  Society. — Lecture,  ''The Winding- 
up  of  Joint  Stock  Companies,"  by  Mr.  W.  H.  Owen, 
LL.B..  at  the  Hall  of  the  Incorporated  Law  Society, 
Bowlalley  Lane  ;  7.45  p.m. 


pereonaL 


Messrs.  Broderick,  Boardman  &  Co.,  Chartered  Account- 
ants, announce  that  they  have  removed  from  104  King 
Street  to  Neill's  Buildings,  49  Spring  Gardens,  Manchester. 


Mr.  Hugh  A.  McHoul,  C.A.,  and  Mr.  J.  H.  Murray 
announce  that  they  have  commenced  business  as  Accoun- 
tants and  Auditors  at  City  Chambers,  69  Dame  Street, 
Dublin,  under  the  name  of  McHoul  &  Murray. 


failntCB  mb  Bttls  of  Sale  tn  £n0Uin5 
an5  HOlales. 

According  to  Kemp's  MercanHle  Gasette,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  Feb.  9th,  was  168,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  London  GaMette, 
97;  Deeds  of  Arrangement  registered,  71.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were  : 
Bankruptcies,  loi ;  Deeds  of  Arrangement,  97— total,  198 ; 
Iwing  a  decrease  of  30.  The  total  number  of  commercial 
failures  recorded  during  the  6  weeks  of  the  present  year  is 
968 ;  the  total  number  recorded  in  the  corresponding  6 
weeks  of  last  year  was  1,053,  showing  a  decrease  of  65. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday. 
Feb.  9th,  was  173.  The  number  in  the  corresponding  week 
of  last  year  was  192,  showing  a  decrease  of  19.  The  total 
number  filed  during  the  6  weeks  of  the  present  year  is 
880 ;  the  total  number  filed  in  the  corresponding  6  weeks 
of  last  year  was  958,  showing  a  decrease  of  78. 

Debeninres. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  tbe  week 
ending  Friday,  Feb.  9th,  amounted  to  /i, 299,506,  by  way 
of  addition  to  ;f  1,549,293,  previously  issued  by  tbe  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ;f 4,470,673,  showing  a  decrease  of 
;(3. 171,167.  The  total  amount  registered  during  the  6 
weeks  of  the  present  year  was  ;f7,834,57o  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  /i  3,460, 736  for  the  corresponding  6  weeks 
in  1905,  showing  a  decrease  of  ^5,626, 166. 


The  Profession  in  Scotland. 


Personal. 

Mr.  William  Somerville,  C.A.,  has  begun  the  practice 
of  his  profession  at  14  Queen  Street,  Edinburgh. 


Edinburgh  Boeiety  of  Aeoountanti. 

Bye-laws  relating  to  the  reading  rooms  and  library  to  the 
following  effect  were  passed  by  the  Council  of  the 
Kdinburgh  Society  of  Accountants  on  19th  January  1906. 
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Reading  Rooms, 
The  reading  rooms  may  be  used  by  members  of  the 
Society,  by  apprentices  registered  in  the  Society's  books 
during  the  term  of  their  apprenticeship  and  for  two  years 
after  the  expiry  thereof,  by  members  of  the  Chartered 
Accountants'  Students'  Society  of  Edinburgh,  and  such 
members  and  apprentices  of  other  Chartered  Accountant 
Sc>cieties  as  may  have  applied  for  and  obtained  special 
permission  from  the  Library  Committee. 

The  rooms  will  be  open  every  week  day  from 
9  o'clock  a.m.  to  lo  o'clock  p.m.,  except  on  Saturdays, 
when  they  will  be  closed  at  2  o'clock  p.m. 

Magazines  or  papers  must  not  be  removed  from  the 
rooms,  and  should  be  restored  to  their  places  after  being 
consulted. 

Library. 
The  librarian  will  be  in  attendance  from  9.30  a.m.  to 
5.30  p.m.,  except  on  Saturdays,  when  he  will  attend  from 
9.30  a.m.  to  1.30  p.m. 

The  library  is  available  to  all  members  of  the  Society 
without  chaise,  and,  for  the  term  of  their  apprenticeship 
and  for  two  years  after  the  expiry  thereof,  to  all 
apprentices  enrolled  in  the  Society's  books  who  pay  a 
library  contribution  of  £2  2s.,  which  sum  will  be  allowed 
as  a  deduction  from  the  entry  money  payable  by  them 
when  they  become  members  of  the  Society.  Appientices 
who  do  not  become  members  will  forfeit  this  payment. 

Not  more  than  four  volumes  may  be  borrowed  at  one 
time  by  any  member  or  apprentice,  and  no  book  should  be 
retained  for  longer  than  fourteen  days.  If  any  person 
retains  a  book  for  longer  than  that  period,  after  having 
been  requested  to  return  it,  he  shall  incur  a  penalty  of 
2d.  per  day  for  each  volume. 

For  each  book  borrowed  the  member  or  apprentice  must 
fill  up  and  sign  a  slip  receipt,  which  will  be  cancelled  on 
the  book  being  returned. 

WTiere  necessary,  books  will  be  forwarded  by  post  or 
otherwise  at  the  Society's  charge,  but  the  cost  of  return- 
ing the  books  must  be  paid  by  the  borrower.  Books  will 
not  be  sent  out  of  the  United  Kingdom  except  under 
special  arrangement. 

Members  or  apprentices  losing,  injuring,  or  defacing 
any  book  by  writing  or  otherwise  must  supply  another 
copy  of  the  work,  or  pay  such  sum  as  the  Library  Com- 
mittee may  determine  by  way  of  compensation. 

Law  reports  and  other  books  of  reference,  books  or 
periodicals  forming  part  of  a  series,  and  rare  books,  are 
not  allowed  out  of  the  library. 


The  Society  of  Chartered  Acoountaiite  in  Edinburgh. 

The  annual  general  meeting  of  this  Society  was  held  on 
the  7th  inst.,  Mr.  Fred.  W.  Carter,  President,  in  the  chair. 

The  usual  annual  business  was  transacted,  and  the 
following  office-bearers  were  elected  for  the  ensuing 
year: — President,  Mr.  Fred.  W.  Carter;  Secretary  and 
Treasurer,  Mr.  Richard  Brown ;  Members  of  Council, 
Messrs.  Hugh  Blair,  Archibald  Langwill,  Alexander  T. 
Niven,  Alexander  T.  Hunter,  George  A.  Touch,  J.  Hamilton 
Buchanan,  Andrew  Scott,  C.  £.  W.  Macpherson,  T.  P. 
Laird,  R.  £.  Cameron,  C.  J.  G.  Paiterson,  and  J. 
Campbell  Dewar ;  Representatives  on  the  General 
Examining  Board,  Messrs.  James  Haldane,  John  M. 
Howden,  R.  Cockburn  Millar,  J.  A.  Robertson  Durham, 
H.  Ken  ward  Shiells,  and  the  President,  who  is  a  member 
ex  officio ;  Auditor,  Mr.  Edward  Boyd ;  Law  Agent,  Mr. 
David  Wardlaw,  W.S. 

The  following  new  members  were  admitted :  — Thomas 
Bisset  Allison,  5  Ventnor  Terrace,  Edinburgh ;  James 
Barclay  Anderson,  4A  York  Place,  Edinburgh;  John 
Hewat  Hardie,  17  Duke  Street,  Exlinburgh ;  Henry  Lessels, 
37  George  Street,  Edinburgh ;  Richard  Henry  FitzHerbert 
Moncreiff,  8  Magdala  Place,  Edinburgh;  Adam  Beattie 
Ritchie,  23  St.  Andrew  Square,  Edinburgh;  James  Rose, 
c/o  Messrs.  Touch,  Niven  &  Co.,  30  Broad  Street,  New 
York ;  Andrew  Sangster,  24  Cowan  Road,  Edinburgh ; 
George  Duncan  Stewart,  9  Marchmont  Road,  Edinburgh ; 
David  Young,  30  St.  Andrew  Square,  Edinburgh. 


Society  of  Aeooontante  in  Aberdeen. 

The  annual  general  meeting  of  this  Society  was  held  in 
the  Society's  office,  6  Golden  Square,  on  the  7th  inst. 
la  the  unavoidable  absence  of  the  President,  Mr.  James 
Milne,  through  illness,  Mr.  Alexander  Ledingham  was 
called  to  the  chair. 

The  annual  report  and  accounts  for  the  year  1905  were 
unanimously  approved. 

The  following  office-bearers  were  elected  for  the  year 
1906-7: — President,  Mr.  James  Milne;  Members  of 
Council,  the  President,  and  Messrs.  George  M'Bain,  H.  H. 
B(/Wcr,  J.  A.  Jeffiey,  John  Reid,  George  G.  Whyte, 
and  J.  R.  Flockhart ;  Representatives  to  the  General 
Examining  Board  for  Scotland,  the  President,  and  Messrs. 
Andrew  Davidson  and  Charles  Williamson ;  Librarian, 
Mr.  George  Smith ;  Auditor,  Mr.  C.  J.  Jamieson,  C.A. ; 
Secretary  and  Treasurer,  Mr.  Walter  A.  Reid ;  Representa- 
tives to  the  Joint  Committee  of  Chartered  Accountants 
of  the  United  Kingdom,  the  President  and  Secretary. 

The  annual  meeting  of  the  contributors  to  the  Widows" 
Fund  of  the  Society  was  afterwards  held,  when  office- 
bearers were  appointed  Jor .  the  .ensuing  year.     It  wa» 
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reported   that    there    was    one    annuitant,    the    present 
annuity  being  at  the  rate  of  ;f  20  per  annum. 


Report  by  the  Council  to  the  thirty-ninth  annual  general 
meeting  of  the  Society. 

Membership. 
The  number  of  members  at  31st  December  1904  was    46 
Admitted  during  1905,  Mr.  Charles  J.  Jamieson       ...      i 

Membership  at  31st  December  1905        47 

Examinations. 
The  General  Examining  Board  have  had  the  usual  half- 
yearly  diets  of  examination  during  the  past  year.  A  copy 
of  the  Board's  Report  for  1905  is  sent  herewith  to  each 
member  of  the  Society.  Of  the  candidates  examined  at 
Aberdeen  at  the  June  diet,  the  Preliminary  Examination 
was  passed  by  William  L.  Clark  (Messrs.  Whyte  & 
Williamson),  Robert  M^ArthuLT  (Mr.  A.  S.  Mitchell), 
Thomas  Rennie  (Messrs.  Jas.  Milne  &  Co.). 

The  Intermediate  Examination  was  passed  by  Forbes 
M.  M.  Dicki«  (Mr.  Harvey  Hall),  James  Meston  Dickie 
(Mr.  George  Dickie),  William  A.  Duguid  (Messrs.  Bower 
k  Smith),  Peter  Leask  (Mr.  Harvey  Hall),  Thomas  J. 
Wilson  (Messrs.  Whyte  &  Williamson). 

And  the  Final  Examination  was  passed  by  Charles  J. 
Jamieson  (Mr.  Harvey  Hall),  Bruce  W.  Milne  (Messrs. 
Whyte  &  Williamson). 

One  candidate  passed  in  the  first  division  only. 

At  the  December  diet  the  Preliminary  Examination  was 
passed  by  Duncan  C.  Jeffrey  (Messrs.  Milne  &  Milroy), 
Sidney  M.  Cannon  (Messrs.  Whyte  &  Williamson), 
Andrew  S.  K.  Macdonald  (Messrs.  Jas.   Meston  &  Co.). 

The  Intermediate  Exammation  was  passed  by  Thomas 
B.  G.  Henderson  (Messrs.  Jas.  Milne  &  Co.). 

And    the    Final    Examination    was    passed   by    George 

Anderson    (Messrs.   Jas.    Meston   &    Co.),    Archibald    H. 

Maclean  (Messrs.  Jas.  Meston  &  Co.  London  office). 

Apprentices, 

The  indentures  recorded  in  the  books  of  the  Society 

from    its    commencement    to    31st    December    1904   have 

numbered  104 

and  there  have  been  recorded  during  1905       ...        4 

108 

Of  the  apprentices  under  these  indentures  there 

have  become  members  of  the  Society    51 

Apprentices    have    got    their    indentures    dis- 
charged, but  have  not  become  members  to  the 

number  of         21 

And    indentures    have    expired,    but    through 
death    or    other   causes   no   discharges   have 

been  recorded,  to  the  number  of         13 

-      85 


Leaving  indentures  current  at  31st  December  1905 


23 


Accounts. 
An  Abstract  of  the  Treasurer's  Accounts  for  the  year 
1905  is  appended.    The  accounts  are  certified  by  Mr.  John 
R.  Flockhart,  C.A.     The  funds  belonging  to  the  Society 
at  the  close  of  the  year  amount  to  £^^  5s.  iid. 

Library. 
A  new  edition  of  the  catalogue  was  printed  in  May  last, 
and  a  list    of    additions    to    the    library    since  then  is 
appended  to  the  librarian's  report. 

Office-Bearers  for  1906-7. 
All  the  office-bearers  retire   from   office  at   this  time. 
Messrs.  G.  G.   Whyte   and   A.    S.    Mitchell,  members  of 
Council,  retire  by  rotation. 

General  Remarks. 
The  work  entitled  "  History  of  Accounting  and  Account- 
ants," edited  and  partly  written  by  Mr.  Richard  Brown, 
C.A.,  Edinburgh,  was  published  in  the  course  of  the  year, 
and  a  copy  of  the  work  was  given  by  the  Society  to  each 
member.  The  Council  have  recorded  in  their  minutes 
their  appreciation  of  the  able  manner  in  which  the  book 
haa  been  produced. 

On  15th  March  the  Institute  of  Accountants  and 
Actuaries  in  GIa.sgow  celebrated  the  fiftieth  anniversary 
of  their  incorporation  by  a  banquet,  held  in  the  Grosvenor 
Restaurant,  Glasgow,  at  which  many  distinguished  guests 
were  present.  There  were  representatives  from  all  the 
other  Chartered  Accountant  Societies  of  the  United  King- 
dom. The  President  and  Messrs.  Hall,  Machray,  Whyte, 
and  Dickie  from  the  Aberdeen  Society  were  present  at  the 
banquet. 

A  meeting  of  the  Joint  Committee  of  Chartered  Account- 
ants of  the  United  Kingdom  was  held  in  June  last,  when 
the  Secretary  attended  as  the  representative  of  the  Society. 

James  Milne,  President. 

Walter  A.  Reid,  Secretary. 
Aberdeen, 

3 1  J/  January  1906. 


Report  by  the  Librarian  of  the  Society  of  Accountants 
in  Aberdeen  to  the  annual  general  meeting  of  the  Society, 
to  be  held  on  7th  Februarj'  1906. 

The  Librarian  has  pleasure  in  reporting  that  the  number 
of  books  issued  to  the  members  of  the  Society  and  their 
apprentices,  during  the  year  1905,  is  found  to  have  been 
considerably  greater  than  in  any  former  year.  The  follow- 
ing table  shows  the  number  of  readers  in  each  of  the  last 
three  years,  and  of  books  issued  during  that  time :  — 

Readers.  Issues  of  Books. 

Members.  Apprentices.    Members.  Apprentices. 

1903  ..      15        22     ..     52       81 

1904  ..      16        29 
1905 


"5   Di^^zedbV^®Og^ 
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During  the  yiear  the  Librarian  prepared  and  circulated 
among  the  members  and  their  apprentices  a  new  caitalogue 
of  the  books,  &c.,  in  the  library.  All  those  entitled  to  the 
use  of  the  library  are  now  aware  of  its  contents,  and  the 
increase  in  the  number  of  issues  may  be  attributable  to 
some  extent  to  this. 

The  books  in  the  hands  of  the  readers  were  called  in  on 
1 6th  inst.  for  the  annual  inspection.  The  volumes,  now 
450  in  number,  were  found  to  be  in  good  order,  with  the 
exception  of  a  few  of  those  which  have  been  frequently 
issued,  and  are,  in  consequence,  somewhat  soiled. 

The  Accountants*  Magazine,  The  Accountant,  and  The 
Investors*  Review  continue  to  be  received. 

George  Smith,  Librarian. 
Aberdeen, 

lyth  January  1906. 


Abstract  of  the  Treasurer's  Accounts  for  the  Year  ending 

31st  December  1905 : — 

Charge.  /     »    d 

Funds  at  31st  December  1904       ..  933  19  n 

Annual  Subscriptions  received  from 

Members /49    7    o 

Interest  received,  less  Income-tax..  30  10  6 
Recording  Dues  of  Indentures  • .  12  12  o 
Entry  Money  (one  member) — one 

fourth  part 13    2    6 

Miscellaneous  42    7    6 

147  19    6 

Amount  of  Charge      .    ..  £1,081  19    5 


Discharge. 
Management  and  Office  Expenses 
Expenses  in  connection  with  Examinations 

Library  Expenditure        

Corporation  Duty 

Benevolent  Grant 

Contribution  to  the  Students'  Society  .  • 
**  History  of  Accounting  and  Accountants  " 
Balance,  being  Funds  under  charge  at  31st 

December  1905,  invested  as  follows : — 
Loan  to  City  of  Aberdeen  Land 

Association,    Lim.,   on    Deposit 

Receipt,  at  3J  per  cent /380    o    o 

Loan  to  Aberdeen  School  Board, 

at  3j  per  cent 5«>    o    o 

In  Bank  on  Deposit  Receipt         .  •      80    o    o 

Library,  Safe,  &c — 

Balance  due  by  the  Treasurer  5    5^^ 


£  8 
26  12 
17  15 
21    6 


I 
10 

3 
36 


965    5  II 


Amount  of  the  Discharge  (equal  to  the  Charge)  /i,o8i  19    5 


Aberdeen, 


Certified  by 

John  R.  Flockhart,  C.A., 
Auditor. 


2yd  January  1906. 


Sank  Kate  of  SHscotint 


April  14th  1904 3i% 

M     "»t      „ 3% 

March9thz905 2^% 

Sept.  7th 3% 

M  28th     „  4% 
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Bxtnct  from  AndUinf,  by  Lawkkmck  R.  DicksbBi  F.CA. 
{Pag$  190) 
Uemstd  Homn  present  some  rather  special  features.  The  goodwiU 
■ttsfihing  to  the  license  gives  the  lease  or  freehold  of  licensed  premises 
t  market  value  greatly  in  excess  of  their  real  value  as  buildings.  To 
be  properly  eons&derod,  the  value  of  the  premises  and  the  license  must 
be  separated.  The  former  should  be  depreciated  in  the  usual  way, 
leaving  the  license  alone  to  be  considered.  A  license  on  freehold  pre- 
mises does  not  depredate,  but  a  license  on  leasehold  premises  passes 
away  ii4th  the  premises  and  must  therefore  be  depreciated  like  a  lease. 
k  Hoease  may  at  any  time  be  lost— either  for  misconduct  or  for  no  rea* 
«o»-bat  this  is  a  contingency  outside  the  scope  of  depreciation.  It 
any,  bowevet •  be  provided  against  by  Insurance,  which  would  appeal 
«be  a  naost  pmdeat  oonxae  to  adopt. 

ForfoUpaEtimihus  as  to  UOIISBS  HBUBAHOH  apply  to— 

riit  UCEII8E8  INSURANCE   CORPOBITIOH 
AND  GUIRANTEE  FUND,  Limited, 

24  MOORGATE  STREET,  LONDOh 


EzeliudT«  BiumeM 


.    liicexifled  Property. 


Uoeiues  Insured  and  Loans  and  Debentures  on 
Licensed  Property  of  every  description  sruaranteed. 


Jim  CapiUNsed  Value  of  the  QoodwIII  of  a  Licensed  Buelneee 
It  the  value  of  the  license,  and  may  be  eetlmaied  upon  a  mere 
llbeni  tmeia  If  the  lleenee  l»  Insured. 
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Half-page  Advertisement      

Qoarter-page  Advertisement  

Trade  Notices,  per  inch      

Auction  Sales*  &c.,  per  line 

Partnerships,  Situations  vacant — 
Mimnram  charge  for  3a  words 
Per  line  afterwards        


£1 

I 

£s 
3 

I 

o 
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o 


Wheatley  Kirk.  Price  &  Co., 

(bstablishbd  1850) 

VALUERS,  AUCTIONEERS  &  ARBITRATORS 

OF    EVERY    DESCRIPTION    OF 

WORKS,  PLANT,  MACHINERY,  ft  STOCK. 

PERIODICAL   VALVATIOSS  AT  SPECIAL   RATES 

ANNUAL     INSPECTIONS      FOR     DEPRECIATION. 

SALES  OF  WORKS  BY  PRIVATE  TREATY. 

PARTNERSHIPS    IN    ENGINEERING     PROFESSION     ARRANGED. 


46    Watling    Street,    London,  E.G. 

and   ALBERT    SQUARE,    MANCHESTER. 
TiLBPHONB  5,077  Bank.       Tblbgrams— "  INDICES,  LONDON.' 


B«td.  1831. 

GUARDIAN 

ASSURANCE    COMPANY,    Limited. 


FIRE,     LIFE,     ACCIDENT, 

AND    BURGLARY    INSURANCE 


Total  Funds  over  £5,000,000. 


Hbad  Officb:— 11  LOMBARD  STREET.    LONDON. 
Law   Courts    Branch  ;— 21    FLEET   STREET. 


XeaMtid  articles. 


Liabilities  Incurred  by  Receivers. 


'^PHE  recent  decision  of  Mr.  Justice 
Warrington  in  The  Halifax  Joint  Stock 
Banking  Company,  Lim.  v.  The  British  Power 
Traction  and  Lighting  Company,  Lim.,  raises  a 
question  of  the  utmost  importance,  not  only  to 
those  who  from  time  to  time  act  in  the  capacity 
of  receivers  and  managers  appointed  by  the 
Court  in  a   Chancery  action,  but  also   to  all 
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business  houses  who  from  time  to  time  supply 
them  with  goods  or  services  on  credit.  In 
dealing  with  these  questions  of  the  personal 
liability  of  a  receiver  and  of  his  right  of  indem- 
nity against  the  estate,  the  broad  issue  from 
the  professional  point  of  view  is,  of  course,  as 
to  whether  the  receiver  is  liable  to  pay  out  of 
his  own  pocket  for  goods  the  benefit  of  which 
he  has  not  himself  enjoyed.  From  the  point 
of  view  of  the  persons  supplying  those  goods 
or  services  the  question  is  whether,  in  the 
event  of  there  being  a  deficiency  of  assets,  they 
have  a  right  to  look  to  the  receiver  personally 
for  payment  of  their  claims ;  but  occasionally, 
as  in  the  case  under  review,  the  question  is  as 
to  whether  the  receiver,  having  been  adjudi- 
cated bankrupt,  the  creditors  can  claim 
against  the  estate  itself,  or  whether  their 
right  is  limited  to  a  right  of  proof  in  the 
bankruptcy. 

Shortly  stated,  the  facts  appear  to  have  been 
as  follow :  In  August  1902  a  Mr.  Watkins 
was  appointed  receiver  and  manager  of  the 
business  of  the  defendant  company  in  a 
debenture-holders'  action,  and  leave  was 
granted  for  him  to  raise  money  for  the  carrying 
on  of  the  business  up  to  three  thousand  pounds 
upon  a  charge  on  the  assets,  such  loan  to  carry 
interest  at  5  per  cent,  per  annum.  There  was 
the  usual  declaration  that  the  moneys  so  lent 
should  constitute  a  first  charge  upon  the  assets 
in  preference  to  the  debentures.  A  few  months 
later  a  winding-up  order  was  made  against  the 
defendant  company.  In  February  1903 
Watkins  retired,  and  Mr.  G.  P.  Norton, 
F.C.A.,  was  appointed  receiver  and  manager 
in  his  place.  The  assets  were  eventually 
realised,  and  are  now  represented  by  a  sum  of 
3^8,700  Consols  in  Court.  The  question  at 
issue  was  as  to  the  respective  priorities  of  those 


claiming  against  this  sum.  It  appeared  that 
the  liabilities  incurred  by  Watkins,  who  had 
since  been  adjudicated  bankrupt,  were  nearer 
nine  thousand  pounds  than  three  thousand 
pounds ;  and  while  it  was  not,  of  course,  dis- 
puted that  he  had  authority  to  pledge  the 
assets  of  the  estate  up  to  ^3,000,  the  question 
was  as  to  whether  the  claims  of  those  claiming 
through  him  ought  not  to  be  limited  to  that 
sum,  leaving  the  remaining  £5,700  available  to 
meet  the  claims  of  others — e,g.^  the  liabilities 
incurred  by  the  subsequent  receiver  (if  any), 
and  the  general  costs  of  the  action.  His 
Lordship  decided  that  it  would  be  going  too 
far  to  say  that  a  receiver  who  incurred  liabilities 
in  excess  of  the  authorised  limit  w^as  not 
entitled  to  be  indemnified  against  them,  but  he 
decided  that  he  ought  not  to  be  indemnified 
unless  he  could  show  that,  having  regard  to  all 
the  circumstances,  he  was  justified  in  incurring 
those  liabilities  without  first  obtaining  leave. 
The  question  of  the  priority  of  the  various 
creditors  would  accordingly  stand  over  until 
the  Registrar  had  dealt  with  the  matter  upon 
those  lines. 

In  a  case  such  as  this  it  is  clear  that  if  the 
assets  do  not  realise  sufficient  to  meet  the 
claims  of  all  parties,  someone  must  suffer;  and 
this  suggests  that  anyone  giving  credit  to 
receivers  appointed  by  the  Court  would  do  well 
to  make  some  inquiry  either  into  the  personal 
standing  of  the  receiver  or  else  his  power  to 
pledge  the  estate.  Those  who  fail  to  make  such 
inquiries  cannot,  of  course,  have  any  very  serious 
grievance  if  the  ultimate  result  should  prove 
unprofitable.  What  seems  to  us  more  important 
is  that  those  who  have  had  no  dealings  what- 
ever with  the  receiver  should  be  afforded  some 
reasonable  measure  of  protection  if  the  receiver 
discharges  his  duties  in  a  negligent  or  careless 
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manner.  In  particular  a  second  receiver — upon 
whom  devolves  the  duty  of  pulling  the  chestnuts 
out  of  the  fire    and  ultimately  realising   the 
assets — ought  at  least  to  be  so  far  protected  that 
the  liabilities  and  costs  incurred  by  him  shall, 
in  any  event,  be  provided  for.   On  the  ordinary 
principle  of  salvage  this  would  indeed  appear  to 
be  only  reasonable.    As  the  question  was  not 
raised  in  this  case  we  presume  that  the  balance 
of  the  jf 8,700,  after  deducting  the  £3,000  that 
Watkins  had  been  authorised  to  spend,  would 
have  suflBced  to  meet  all  costs  and  expenses 
mcurred  by  Mr.  Norton.     Otherwise  another 
and  most  interesting  question  might,  we  think, 
have  been  raised  as  to  whether  the  expenses  of 
thesecond  receiver  ought  not  to  rank  paramount 
over  all  others.     Be  that  as  it  may,  however, 
the  second  receiver  would  in  normal  cases  have 
no  means  of  knowing  the  exact  extent  of  the 
liabilities  incurred  by  his  predecessor  beyond 
the  amount  authorised  by  the  Court,  which  he 
might  reasonably  regard  as  an  outside  figure. 
If  it  were  to  be  held  that  that  figure   might 
be  exceeded   threefold,    the    second    receiver 
might    find,    upon    finishing    his    work,   that 
whereas  he  had  incurred  heavy  responsibilities 
and  himself  devoted  much  time  and  trouble  to 
the  discharge  of  his  duties,  the  whole  of  the 
available  estate  and  more  had  already  been 
hypothecated  to  meet  the  claims  incurred  by 
his  predecessor.     Under    such    circumstances 
it  is  clear  that  no  prudent  man  could  afford  to 
accept   such   a  position   without  first  making 
such  an  inquiry  into  the  facts  as  would  neces- 
sarily  cause  a  delay  absolutely  fatal   to  the 
continuity  of  the  business  as  a  going  concern. 
Prima  facie  it  may  seem  hard  that  persons  who 
have  supplied  goods  to  a  receiver  appointed  by 
the  Court  should  find  that  the  estate  is  in  part 
at  least  not  available  to  meet  their  claims.    On 


the  other  hand,  it  is  to  the  receiver  personally 
that  they  look  in  the  first  instance,  and  if  they 
attach  any  value  to  his  right  of  indemnity  against 
the  estate  it  seems  only  reasonable  that  they 
should,  in  the  first  instance,  institute  reasonable 
inquiries  with  a  view  to  making  sure  that  such 
a  right  of  indemnity  exists.  It  may  be  asked 
how  business  houses  are  to  assure  themselves 
of  the  aggregate  amount  of  liabilities  incurred 
by  the  receiver,  and  it  is  indeed  difficult  to  see 
by  what  means  they  can  really  satisfy  them- 
selves upon  this  point.  The  case  is  one  in 
which,  in  any  event,  some  ol  a  number  of 
innocent  parties  may  have  to  suffer,  and  certainly 
there  would  be  a  far  more  serious  injustice  if  it 
were  to  be  held  that  the  liabilities  incurred  first 
were  to  be  paid  first,  even  although  they  had 
been  incurred  without  the  authority  of  the 
Court. 


Associations  of   Accountants. 


APROPOS  the  letter  which  appears  in 
^  another  column,  there  is  a  passage  in  a 
well-known  comic  opera  which  runs,  "  When 
"  everybody's  somebodee,  then  no  one's  any- 
"  body,"  a  state  of  affairs  which,  having  regard 
to  the  recent  rapid  multiplication  of  degree- 
conferring  bodies,  is  abundantly  realisable  as 
far  as  accountancy  at  the  present  time  is 
concerned.  Yet  another  body,  in  addition  to 
the  "  Institute  "  and  "  Society,"  is  now  ready 
and  willing  to  confer  diplomas  of  proficiency. 
We  share  the  regret  expressed  by  the  new 
Association,  though  we  cannot  help  thinking 
that  it  lies  a  little  oddly  in  its  mouth,  that 
accountants  have  not  a  recognised  legal  status 
similar  to  that  of  members  of  the  learned 
professions,  which  would  render  any  attempt 
to  introduce  a  new  degree-conferring  body  in 
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accountancy  as  hopeless  a  proceeding  at  the 
present  day  as  the  setting  up  of  a  new  College 
of  Physicians  or  Pharmaceutical  Society. 

That  the  older  bodies  should  jealously 
regard  any  possible  attempt  upon  the  part  of  the 
newcomer  to  attract  to  itself  any  of  the  well- 
earned  confidence  inspired  by  their  degrees 
and  membership  is,  of  course,  but  natural. 
Being  however,  as  they  are,  without  sufficient 
protective  legislation  by  means  of  which  they 
might  directly  challenge  the  right  of  any 
possible  competitor,  their  only  resource  is  to 
do  so  indirectly  by  proceedings  in  the  •  nature 
of  an  action  to  restrain  the  use  of  a  trade  name. 
Such  an  action  was  brought  in  June  last 
against  the  body  whose  letter  appears  in 
another  column  by  the  Institute  for  an  in- 
junction to  restrain  the  registration  of  the 
company  with  any  name  so  nearly  resembling 
the  name  of  the  plaintiffs  as  to  be  calculated  to 
deceive,  and  from  practising  in  such  a  way  as 
to  lead  to  the  belief  that  such  practice  was  the 
business  of,  or  connected  with,  that  of  the 
plaintiffs. 

Mr.  Justice  Kekewich,  before  whom  the  case 
was  argued,  dismissed  the  application,  saying 
in  the  course  of  his  judgment  that  it  was 
impossible  for  the  plaintiffs  to  contend  that  they 
had  acquired  any  monopoly  in  the  name 
**  Accountants,"  or  in  the  power  of  granting 
certificates ;  that  they  could  not  insist  upon 
having  no  rivals  in  the  field,  and  that  if 
they  were  to  have  rivals  those  rivals  must 
associate  themselves  in  some  way  or  other  with 
the  name  of  the  profession ;  that  the  name  of 
the  defendant  company  was  admittedly  not 
like  that  of  the  plaintiffs',  standing  alone,  but 
that  it  was  said  that  the  title  chosen  by  the 
defendant  company  would  lead  to  the  members 
of  the  defendant  company  using  the  same  letters 


after  their  names  as  the  members  of  the  plaintiff 
Institute.  As  to  this,  the  learned  Judge  said 
that  he  was  not  satisfied  that  that  would  be  any 
injury  to  the  Institute  in  its  corporate  capacity, 
but  that,  assuming  that  it  would,  the  order 
which  he  was  about  to  make  would  not 
preclude  the  plaintiffs  from  bringing  a  further 
motion  to  dispose  of  that  question. 

So  far,  then,  it  would  appear  that  the  title  of 
the   new  Association  was   no  infringement  of 
that  of  the  Institute,  but,  on  the  other  hand, 
it  remains  to  be  seen  whether  an  action  will 
not  lie  at  the  suit  of  some  Fellow  of  the  Insti- 
tute entitled  to  use  the  letters  F.C.A.  against  a 
Fellow  of  the  Association,  who  is  apparently 
entitled  to  dub  himself  F.A.A.     We  can  easily 
imagine  circumstances  in  which,  having  regard 
to  the  decided  cases,  such  an  action  would  lie. 
This  Association,  although  having — it  must  be 
admitted— escaped    to   a   certain    extent    the 
Charybdis  of  the  Institute,  has  apparently  still 
to   face   the   Scylla  of  the   Society.     In   this 
instance  the  question  for  decision  would  seem 
likely  to  be  raised  in  the  form  of  that  which 
Mr.  Justice  Kekewich  in  the  Institute  case  said 
still  remained  open,  and  appears  to  be  whether 
members  of  the  new  Association  have  a  right 
to    call    themselves    "  Incorporated    Accoun- 
tants."    Whether  they  have  or  have  not  must, 
of  course,   depend   upon  the  further  question 
whether  that  term  has  become   so  identified 
with    members    of    the    Society  that    it    has 
become  a  trade  name  in  the  legal  sense,  and 
whether,  if  so,  it  has  been  used  otherwise  than 
by  a  member  of  the   Society  under  such   cir- 
cumstances   that    such    use    of    it   would  be 
calculated  to  lead  the  public  to  believe  that 
the  user  was  a  member  of  the  Society.     The 
question  in  this  form  does  not,  it  is  clear,  arise 
as  between  the  two  bodies  themselves,  but  as 
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between  the  member  of  one  of  them  alleging 
himself  as  injured  and  as  having  suffered 
actual  damage  through  the  action  of  a  member 
of  the  other.  It  would  be  even  more  irregular 
on  our  part  to  dogmatise  in  this  case  than  in 
that  we  have  already  dealt  with,  but  we  may, 
perhaps,  point  out  that  the  Association  seems 
to  have  foreseen  the  possibility  of  some  such 
action  on  the  part  of  the  members  of  the 
Society,  in  that  they  recommended  their 
members  to  use  the  designation  "  Incorporated 
Accountant  Lon.  Asso/*  Whilst  forbearing 
to  hazard  an  opinion  whether  the  addition  of 
these  two  abbreviations  would  be  a  sufficiently 
protective  distinction  or  not,  we  cannot  con- 
ceal from  ourselves  how  easily,  quite  apart 
from  any  dishonest  intention,  such  an  addition 
might  in  time  tend  to  get  omitted  or  forgotten 
in  the  hurry  and  press  of  business. 


Secret  Reset  ves. 


VTO  little  discussion  has  been  caused  by  the 
recent  action  of  the  directors  of  the 
Birmingham  Small  Arms  Company,  Lim.,  in 
following  the  example  set  by  one  or  two  other 
large  limited  companies  and  seeking  power  to 
create  an  Internal  Reserve.  With  this  end  in 
view,  it  is  proposed  to  amend  the  articles  of 
association,  and  the  necessary  resolutions  there- 
fore were  passed  at  an  extraordinary  general 
meeting  held  on  the  24th  ult.,  and  (subject  to 
confirmation  at  the  ensuing  meeting)  will  at 
once  take  effect. 

The  subject  is,  of  course,  capable  of  being, 
and  for  that  matter  has  been,  discussed  both  in 
general  terms  and  in  connection  with  the  precise 
application  of  the  principle  proposed  to  be 
applied  by  the  directors  of  the  Birmingham 
Small    Arms    Company.      Upon    the    whole, 


objection  seems  to  us  to  be  more  reasonable 
under  the  latter  heading  than  the  former.  This 
company  has,  for  the  past  ten  years,  paid  an 
average  of  no  less  than  20  per  cent,  in  dividends, 
but  it  is  now  proposed  that,  after  paying  a 
dividend  of  10  per  cent,  to  the  ordinary  share- 
holders, and  5  per  cent,  to  the  preference  share- 
holders, the  directors  shall  have  power  to  place 
the  remaining  profits  (should  they  be  equal  to 
those  paid  to  the  ordinary  shareholders)  to  a 
fund  to  be  called  the  Internal  Reserve  Fund,  of 
which  fund  the  directors  shall  have  the  entire 
control  to  such  an  extent  that  the  auditors  are 
not  to  be  allowed  to  disclose  any  information 
with  re  gard  to  the  same,  to  the  shareholders  or 
otherwise. 

From  the  point  of  view  of  existing  share- 
holders it  certainly  seems  a  good  deal  to  ask 
them  to  give  up  half  their  present  income  to 
the  directors,  for  them  to  deal  with  exactly  as 
they  please,  without  being  called  upon  to 
furnish  the  least  information  concerning  their 
actions.  The  precise  form  that  the  scheme 
takes  is  also  in  one  respect  at  least  calculated 
to  defeat  its  own  ends,  in  that  if  the  amount  to 
be  set  aside  annually  be  limited  to  a  sum  equal 
to  the  profits  divided  among  the  ordinary  share- 
holders, unless  the  profits  show  a  falling-off  as 
compared  with  past  years,  it  seems  only  reason- 
able to  suppose  that  upon  many  occasions  there 
will  be  some  surplus  profits  which  must  be 
shown  upon  the  face  of  the  accounts,  when, 
therefore,  the  exact  amount  of  the  profits  earned 
becomes  again  a  known  quantity.  This  aspect 
of  the  matter  is,  however,  of  purely  domestic 
interest,  and  may  doubtless  be  left  for  the  share- 
holders to  deal  with  in  their  own  way. 

Of  greater  importance  from  the  point  of  view 

of  our  readers  is  the  proposed  limitation  of  the 

'^     '^^itized  by 

auditors'  duties.  The  auditors  are  apparently  to 
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be  allowed  access  to  the  accounts  dealing  with 
the  Secret  Reserve,  but  are  to  be  denied  the  right 
to  make  any  disclosures  with  regard  to  its 
magnitude,  or  the  investments  which  may  from 
time  to  time  represent  it ;  that  is  to  say,  they 
are  to  be  made  acquainted  with  the  facts,  but 
required  to  approve  accounts  which  deliberately 
conceal  them.  It  is  not  absolutely  beyond 
question  that  such  a  provision  in  the  articles  of 
association  of  a  company  is  capable  of  modify- 
ing the  statutory  duties  of  an  auditor  as  pre- 
scribed by  Section  23  of  the  Companies  Act, 
1900.  We  do  not  think  that  any  articles  of 
association  can  take  away  from  the  auditor  his 
statutory  right  to  report  to  the  shareholders  in 
general  meeting  on  the  accounts  then  submitted 
in  such  terms  as  he  may  think  fit.  But  probably 
such  a  clause  would  have  the  effect  of  relieving 
the  auditor  from  a  charge  of  negligence  or  mis- 
feasance if  he  omitted  to  disclose  the  figures 
which  the  articles  of  association  expressly 
required  him  to  keep  secret.  The  question  is, 
however,  by  no  means  free  from  doubt. 

With  regard  to  the  general  expediency  of 
Secret  Reserves,  much  has  already  been  said  in 
these  columns  in  the  past  from  time  to  time 
which  need  not  now  be  repeated.  Under  certain 
circumstances  it  is  very  generally  admitted  that 
Secret  Reserves  are  desirable,  and  even  neces- 
sary, but  it  cannot,  of  course,  be  gainsaid  that 
their  effect  is  to  make  the  profits  of  a  highly 
fluctuating  business  appear  to  be  steady,  and  to 
enable  revenue  losses — due  perhaps  to  prevent- 
able causes  or  bad  management — to  be  met 
without  the  fact  ever  coming  to  the  knowledge 
of  the  shareholders.  For  these  reasons  it  is  clear 
that  however  excellent  Secret  Reserves  may  be 
as  applied  to  first-class  undertakings  of  estab- 
lished excellence,  they  might  prove  a  most 
dangerous  weapon  in  the  hands  of  financial 


jugglers.     In  particular  does  it  seem  to  show 
that  a  clause   requiring  the  auditor  to   keep 
silent  as  to  the  manner  in  which  such  moneys 
are  invested  is  wholly  bad,  since  upon  such  a 
point  as  this  the  desired  warning  might  be  given 
if  necessary  without  disclosing  a  single  figure. 
If  a  secret  reserve  is  to  serve  any  useful  purpose 
whatever,  it  is  to  provide  moneys  available  for 
any  required  purpose  when  the  need  for  such 
moneys  may  arise,  and  such  need  would  in  the 
nature  of  things  almost  invariably  arise  suddenly 
and  unexpectedly.     Such  reserve,  to  be  of  any 
real  use,  must,  therefore,  be  invariably  repre- 
sented by  investments  in  gilt-edged  securities. 
If    it    were    so    represented    there  would   be 
obviously  no  need  of  secrecy ;  but  if,  on  the 
other  hand,  the  directors  of  a  company  are  to 
be  given  carte  blanche  to  apply  half  its  profits  or 
thereabouts  in  whatever  manner  they  may  think 
best,  and  to  be  accountable  to  no  one  for  what 
they  do,  then  it  is  clear  that  while  some  boards 
of  directors    might,  of    course,  be  implicitly 
trusted   to   do  what  was  right   and  prudent, 
others  could  not  be  so  trusted  by  any  reason- 
ably cautious  business  man.    There  is  in  such 
unconditional  powers  too  much  scope  for  the 
class  of  operation  similar  to  those  engaged  in 
by    the    late    Mr.  Whitaker  Wright.       It 
suggests  at  once  the  alluring  possibilities  of  a 
business  within  a  business,  in  which  losses  may 
be  sustained  and  no  one  made  the  wiser,  profits 
earned  and  applied  in  what  way  one  will ;  and 
indeed,  when  one  gets  down  to  bed  rock,  it  is, 
of  course,  absolutely  childish  that  the  directors 
of  any  company  should  be  seriously  expected 
to  rigidly  account  for  half  of  what  they    do, 
and  be  allowed  at  the  same  time  to  keep  the 
other  half  hidden  up  their  sleeve.     It  would  be 
far  simpler,  it  seems^.^o^u[^  t^^Uer  the  articles 
of  association  so  as  to  prevent  the  publication 
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of  any  accounts  whatever,  for  it  stands  to 
reason  that  the  accounts  of  a  selected  series  of 
transactions  are  not,  and  never  can  be,  in  any 
true  sense  the  accounts  of  the  business  itself. 


Competition  Between  Accountants. 


Tl  J  OST  of  our  readers  will,  we  feel  sure,  have 
^^^  read  with  some  surprise  the  letter  from 
Mr.  W.  B.  Peat,  F.C.A.,  the  Vice-President  of 
the  Institute,  which  appeared  in  our  last  issue 
under  the  above  heading.  There  was,  so  far 
as  we  can  see,  nothing  whatever  in  his  remarks 
reported  in  our  issue  of  the  25th  November  last 
calling  for  explanation.  Naturally,  every  prac- 
titioner would  desire  to  avoid  offending  the 
susceptibilities  of  any  section  of  his  professional 
brethren,  and  although  doubtless  that  feeling 
would  be  even  stronger  in  the  case  of  one 
holding  so  important  an  oflicial  position  as  that 
occupied  by  Mr.  Peat,  we  cannot  help  thinking 
that  no  explanation  was  necessary,  and  unless 
the  matter  is  fully  set  forth  again  an  altogether 
erroneous  impression  as  to  the  true  position  of 
affairs  may  be  caused.  For  these  reasons  we 
think  it  desirable  to  discuss  the  position  anew, 
although  we  have  dealt  with  it  at  some  length 
in  our  issue  of  the  9th  December  last. 

To  begin  at  the  beginning,  it  appears  that 
the  comments  to  which  exception  has  been 
taken  in  certain  quarters  are  those  reported 
upon  p.  614  of  our  Vol.  XXXIII.,  where 
Mr.  Peat  is  stated  to  have  said  that  there  was 
one  subject  which  deserved  the  consideration  of 
accountants  more  than  many  other  subjects,  and 
that  was  that  while  they,  as  Chartered  Accoun- 
tants, went  through  very  serious  examinations 
to  fit  them  for  the  duties  they  had  to  perform, 
they  were  nevertheless  brought  into  competi- 
tion with  Chartered  Accountants  of  Scotland, 


Chartered  Accountants  of  Ireland,  accountants 
of  the  Society  of  Accountants  and  Auditors, 
and  accountants  with  no  qualifications  at  all. 
That  was  a  condition  of  things  which  they  had 
been  trying  to  put  right,  but  up  to  the  moment 
without  success.  He  did  not  consider  that 
they  ought  to  try  to  exclude  other  people  from 
practising,  but  he  thought  they  ought  to  be 
able  to  bring  outside  accountants  into  line  with 
themselves  in  the  mode  in  which  they  carried 
on  their  business;  they  ought  to  have  one 
discipline  for  them  all;  they  ought  to  have 
everyone  who  practised  the  profession  of  an 
accountant  for  his  living  under  the  shelter  of 
their  roof,  and  under  the  discipline  of  their 
Institute. 

There  are,  no  doubt,  many  who  would 
oppose  the  last-named  suggestion  on  the 
ground  that  such  a  levelling-up  of  accountants 
of  very  various  qualifications  would  be  against 
the  public  interest,  and  particularly  unjust  to 
those  who  during  the  past  five-and-twenty 
years  have  at  considerable  expense  taken  the 
trouble  to  qualify  for  their  profession  in  the 
regular  and  proper  way.  But  we  venture  to 
think  that  it  will  come  as  a  complete  surprise 
to  learn  that  among  Scottish  Chartered 
Accountants  the  impression  appears  to  be  that 
they  have  been  gratuitously  slighted  in  being 
spoken  of  in  the  same  breath  with  Chartered 
Accountants  of  Ireland,  accountants  of  the 
Society  of  Accountants  and  Auditors,  and 
accountants  with  no  qualification  at  all.  There 
is,  of  course,  nothing  to  be  gained  by  attempt- 
ing to  foster  bad  feeling,  and  from  this  point 
of  view  Mr.  Peat's  letter  may  be  welcomed, 
but  the  fact  remains  that  he  had  really 
nothing  to  explain,  in  that  what  he  said  was 
literally  correct  and  was  necessary  to  be  statecl 
in  order  that  the  true  aspect  of  the  problem 
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might  be  made  to  appear  in  its  proper  light. 
No  one,  of  course,  disputes  that  in  their  own 
country  Scottish  Chartered  Accountants 
deservedly  rank  high,  and  if  it  is  any  comfort 
to  them  to  have  the  statement  repeated  in  these 
columns,  we  are  quite  willing  to  add  that  the 
position  of  a  Scottish  Chartered  Accountant  in 
Scotland  is  higher  in  the  estimation  of  the 
business  public  than  the  position  of  an  English 
Chartered  Accountant  in  England.  That, 
however,  has  nothing  whatever  to  do  with  the 
point  at  issue.  Scottish  advocates  rank  high 
in  their  own  country,  but  they  are  very 
properly  not  allowed  to  be  heard  at  the  Law 
Courts  in  the  Strand,  for  the  all-sufficient 
reason  that  their  qualifications — excellent  as 
they  are — do  not  qualify  them  for  the  discharge 
of  the  duties  that  would  then  be  imposed  upon 
them.  If  the  Legislature  took  the  least 
trouble  to  see  that  only  qualified  persons  were 
allowed  to  perform  accountancy  work,  it  would 
certainly  debar  Scottish  and  Irish  Chartered 
Accountants,  and  all  unqualified  accountants, 
from  practising  in  this  country.  Scottish 
Chartered  Accountants,  as  such,  have  no 
knowledge  of  English  law  or  English  prac- 
tice, and  their  methods  of  accounting  are 
in  many  respects  different  to  those  which 
obtain  in  this  country.  They  may,  of  course, 
in  the  process  of  time  acquire  a  knowledge  of 
English  law  and  accountancy  methods,  but  of 
the  115  members  of  Scottish  Chartered 
Societies  at  present  practising  in  London 
alone,  probably  few  could  be  seriously  regarded 
as  qualified  English  practitioners  when  they 
first  arrived  in  the  Metropolis. 

It  must  not,  of  course,  be  supposed  that  the 
views  which  we  have  so  far  stated  are  to  be 
imputed  to  Mr.  Peat.  On  the  contrary,  his 
statement    that   everyone  who  practised  the 


profession  of  an  accountant  for  his  living  ought 
to  be  under  the  roof  of  the  Institute  clearly 
shows  that,  so  far  at  least  as  he  is  concerned, 
he  has  no  desire  to  stop  the  emigration  of 
practitioners  from  Scotland  or  to  prevent  their 
practising  as  qualified  English  accountants. 
For  ourselves,  we  dissent  from  this  view,  and 
in  the  present  article,  and  also  in  the  one  which 
appeared  in  our  issue  of  the  gth  December 
last,  we  state  our  reasons  for  dissenting  at 
some  length. 

Mr.  Peat's  ground  for  complaint  rests,  if 
the  truth  must  be  told,  upon  an  even  surer 
foundation,  and  this  he  makes  all  the  clearer  by 
declining  to  withdraw  his  comments  upon  the 
subject  of  competition.  His  statement,  ex- 
pressed in  plain  English,  seems  to  amount  to 
this,  that  he  has  no  objection  whatever  to  Scot- 
tish Chartered  Accountants,  Irish  Chartered 
Accountants,  Incorporated  Accountants,  and 
all  manner  of  outsiders  setting  up  in  practice 
in  this  country  as  professional  accountants 
provided  that,  having  done  so,  they  will  only 
behave  themselves  as  professional  men,  and 
observe  and  submit  themselves  to  such  dis- 
cipline as  is  already  imposed  upon  English 
Chartered  Accountants.  We  cannot  conceive 
why  anyone  should  seek  to  avoid  this  discipUne 
— which  in  truth  is  anything  but  severe — but  it 
would  be  entirely  misrepresenting  facts  to  say 
that  English  practitioners,  and  especially  the 
younger  generation,  are  ^ot  very  seriously 
handicapped  by  the  unfair  competition  of 
accountants  who  are  not  members  of  the 
English  Institute.  As  a  case  in  point  we  may 
mention  that  whereas  in  this  country  touting  for 
trusteeships  in  bankruptcy  is  not  merely  dis- 
countenanced, but  is  actually  illegal,  in  Scotland 
it  is,  we  believe,  the  recognised  practice.  It 
is  not    to  be  supposed   that   meth<^  which 
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obtain  in  connection  with  one  section  of  an 
accountant's  work  are  likely  to  be  exclusively 
confined  to  that  section,  and  indeed  experi- 
ence shows  that,  at  all  events  in  some  cases, 
they  are  not  so  confined.  Opinions  may  well 
be  divided  as  to  the  expediency  of  allowing  all 
sorts  and  conditions  of  accountants  to  come 
under  the  shadow  of  the  English  roof,  but 
there  can  be  no  question  that  the  general  tone 
of  the  profession  would  be  enormously 
enhanced  if  they  were  obliged  to  submit  to 
its  discipline ;  and  for  the  sake  of  securing  that 
end  it  might  well  be  worth  while  to  make 
some  very  serious  immediate  sacrifices. 

It  is  greatly  to  be  regretted  that,  in  spite  of 
all  the  efforts  that  have  been  made  by  the 
Institute  during  the  past  few  years  to  arrive  at 
a  better  understanding  upon  the  subject,  no 
satisfactory  progress  appears  to  have  been  yet 
achieved,  but  for  our  own  part  we  cannot  help 
thinking  that  this  failure  is  largely  due  to  the 
manner  in  which  the  subject  has  been 
approached.  There  has  been  in  the  past  too 
much  anxiety  to  make  concessions  without 
securing  in  return  such  guarantees  as  were 
necessary  in  the  interests  of  younger  members 
in  England,  and  still  more  in  the  interests  of 
the  English  public,  which  rightly  looks  upon 
the  term  "Chartered"  Accountant  as  being 
S}*nonymous  with  "  qualified."  Of  course,  in 
the  present  unsatisfactory  state  of  the  law  the 
English  Institute  has  no  monopoly  of  the  term 
Chartered  Accountant  even  within  the  con- 
fines of  England  and  Wales,  but  that  is  no 
reason  why  it  should  make  overtures  to  Char- 
tered Accountants  who  from  the  English  point 
of  view  are  unqualified,  unless  they,  in  their 
turn,  in  consideration  of  such  recognition,  are 
willing  to  take  some  reasonably  effective  steps 
to  prove  that  they  have  become  competent  to 


practise  in  England  as  well  as  in  Scotland. 
The  legitimate  competition  of  the  115  Scottish 
practitioners  in  London,  and  the  by  no  means 
inconsiderable  number  in  our  leading  pro- 
vincial centres,  need  not  perhaps  be  regarded 
with  any  feelings  of  alarm,  but  so  long  as 
matters  remain  upon  their  present  footing  the 
public  is  liable  to  be  misled,  and  it  is  from 
every  point  of  view  undesirable  that  there 
should  be  in  this  country  Chartered  Accoun- 
tants in  practice  who  are  not  amenable  to  the 
discipline  of  the  English  Institute.  There  is 
little  doubt,  we  think,  that  the  general  body  of 
members  of  the  English  Institute  will  support 
the  Vice-President  in  his  protest  against  unfair 
competition. 


Meefili?  looted. 


L.  ft  H.  w.  R.      The  following  letter,  which  appeared  in 
Audit.  a  recent  issue  of  T/w  Financial  Times, 

does  not  appear  to  have  evoked  any  rejoinder : — 

Sir. — I  see  from  the  directors'  report  which  reached 
me  on  Saturday  that  Sir  Edward  Lawrence,  who  has 
been  one  of  the  auditors  of  the  London  and  North- 
western Railway  Company  for  thirty  years,  has  resigned 
his  office,  and  that  in  accordance  with  a  resolution 
adopted  at  the  half-yearly  meeting  of  shareholders,  held 
on  the  2ist  February  1851,  the  audit  committee  has 
recommended  a  successor.  I  notice  with  regret  that  the 
gentleman  selected,  who  is  quite  unknown  to  me,  does 
not  appear  to  be  a  professional  accountant,  and  I  venture 
to  think  that  the  audit  committee  would  have  better 
represented  the  interests  and  wishes  of  the  proprietors 
had  they  exercised  the  power  which  this  ancient  resolu- 
tion confers,  by  recommending  the  appointment  of  a 
properly  qualified  person  for  this  very  important  post. 

I  am,  &c., 

P.  D.  L. 


Australia  and  A  Bill  has  recently  been  introduced 
Dumping.  to  the  Commonwealth  House  of  Repre- 
sentatives by  the  Minister  for  Trade  and  Customs, 
with  a  view  to  the  prevention  of  dumping  and  the 
repression  of  commercial  trusts  in  Australia.  It 
provides  that  wherever  the  Comptroller- General  of 
Customs  has  reason  to  believe  that  goods  are  being 
imported  which  may  be  disposed  of  within  the  Com- 
monwealth   in    unfair    competition    with    Australian 
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articles,  a  Board  of  three  persons  will  be  appointed  at 
the  instance  of  the  Minister  of  Trade  and  Customs  to 
report  thereon  for  the  consideration  of  the  Governor- 
General.  Power  is  taken  under  the  Customs  Act,  1901, 
to  prohibit  the  importation  of  such  goods,  either 
absolutely  or  subject  to  such  conditions  as  the 
Governor-General  deems  just.  The  commercial  trusts 
are  defined  by  the  Bill  as  those  which,  by  creating 
monopolies  and  restricting  trade,  have  an  injurious 
effect  upon  Australian  industries. 


American  Trust!  ^^D^^^^i^y  ^^m  political  interference  is 
and  Political  one  of  the  most  valued  privileges  that 
BubscriptloDB.  American  trusts  can  purchase,  and 
judging  by  recent  revelations  they  have  not  hesitated 
to  pay  the  price  without  a  murmur.  Public  opinion 
seems  to  be  awakening  at  last,  and  a  special  corre- 
spondent of  Commercial  Intelligence  says  that  a  measure 
has  been  introduced  in  the  Senate  and  Assembly  at 
Albany  which  has  every  prospect  of  being  placed  on 
the  statute  book.  Its  proposal  is  that  any  firm  doing 
business  in  the  States  should  be  forbidden  to  "  use  or 
**  offer,  consent,  or  agree  to  use,  any  of  its  money  or 
"  property  for,  or  in  aid  of,  any  political  party,  com- 
**  mittee  or  organisation,  or  for,  or  in  aid  of,  any  candi- 
*'  date  for  political  office,  or  for  nomination  for  such 
"  office,  or  in  any  manner  use  any  of  its  money  or  pro- 
*•  perty  for  any  political  purpose  whatever,  or  for  the 
"  reimbursement  or  indemnification  of  any  person  for 
'*  moneys  or  property  so  used."  The  penalties  to  be 
inflicted  are  very  severe,  so  that  if  the  measure  passes 
there  ought  to  be  a  period  of  clean  business  for  once 
in  a  way,  which  will  be  a  welcome  change. 


Hunlcipalltlei  An  interesting  case  came  before  the 
and  Income  Tax.  Income  Tax  Commissioners  at  Derby 
last  week.  The  Derby  Corporation  claimed  the  right 
to  retain  the  tax  deducted  from  dividends  and  interest 
paid  by  it  in  respect  of  borrowed  moneys.  On  behalf 
of  the  Inland  Revenue  authorities  it  v/as  admitted  that 
the  Corporation  was  entitled  to  deduct  and  retain  the 
tax  on  interest  paid  out  of  profits  already  brought  into 
account,  but  it  was  argued  that  the  Corporation  should 
be  treated  as  two  separate  bodies  —  namely,  as  a 
municipal  authority  and  as  a  sanitary  authority.  For 
the  Corporation  it  was  contended  that,  although  the 
Borough  Fund  and  the  District  Fund  had  to  be  kept 
separate,  there  was  no  distinction  in  the  conduct  of  the 


business,  and  the  right  was  claimed  to  set-off  losses  on 
sanitary  undertakings  against  profits  on  municipal 
undertakings  in  the  same  manner  as  a  private  trader 
having  varied  interests  might  now  do.  The  Commis* 
sioners  decided  in  favour  of  the  Corporation,  but  it  is 
reported  that  an  appeal  will  probably  be  filed. 


Pluralist 
Director!. 


The  twenty-seventh  annual  edition  of 
the  "  Directory  of  Directors  "  has  just 
been  published,  and  its  merits  as  a  work  of  reference 
are  too  well  known  to  need  eulogy.  It  is  interesting, 
as  a  little  study  in  plurality,  that  Mr.  C.  Rube  still 
holds  premier  place,  having  42  directorships  to  his 
credit,  Mr.  Edmund  Davis  also  retains  the  second 
position  with  35,  and  Mr.  William  Dalrymple  replaces 
last  year's  tie  with  29  directorships.  Next  in  order 
are: — 

Mr.  Charles  S.  Goldemann 

E.  W.  Janson 

Charles  F.  Rowsell 

John  Taylor 

L.  Wagner     

Oliver  Wethered       

The  Earl  of  Chesterfield 

Mr.  H.  WUson  Fox         

Sir  Charles  Tennant        


23 
23 
23 
23 
22 
22 
20 

20 
19 


Banking 
Competition. 


From  time  to  time  we  read  various 
kinds  of  lamentations  over  the  decline 
of  etiquette,  which  foreshadows  stress  of  competition  in 
all  professions  and  industries,  but  in  no  calling  does 
there  appear  to  be  the  feverish  belligerency  which  is 
said  to  exist  in  the  banking  world.  Constantly  the 
approaching  by  a  banker  of  another  banker's  customer 
in  the  hope  of  alienating  his  custom  by  the  promise  of 
better  terms  or  cheaper  accommodation  is  deplored, 
and  now  a  correspondent  of  a  financial  contemporary, 
after  minutely  detailing  the  modus  vivendi  of  the 
iniquitous  practice,  winds  up  by  suggesting  that  as  it  is 
well-nigh  impossible  to  obtain  preferential  terms  for 
day  to  day  loans  from  City  banks,  the  representatives 
of  the  boards  of  joint-stock  banks  should  form  an 
association  with  a  view  to  agreeing  upon  a  universal 
rate  of  interest  to  be  charged  upon  loans  and  overdrafts, 
and  to  decide  the  question  of  interest  on  deposit  and 
minimum  balance  accounts.  We  fear  that  the  sugges- 
tion is  merely  a  counsel  of  perfection,  for  presumably 
every  application  for  an  overdraft  requires  to  be  con- 
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sidered  on  its  meritSi  and  the  circumstances  of  the 
applicant  must  necessarily  be  weighed.  Since  the 
tendency  of  banking  is  towards  amalgamation  and  con- 
solidation, and  as  the  prospects  of  a  successful  combine 
are  greater  when  the  number  of  competitors  is  small, 
the  desired  end  will  be  arrived  at  sooner  or  later  on  the 
community  of  interest  principle.  Meantime  it  appears 
to  us  quite  possible  that,  as  evolution  is  still  active,  the 
banking  profession  can  hardly  hope  to  escape  the  thrall 
of  changing  conditions,  and  it  is  by  no  means  impossible 
that  the  tendency  is  still  imperfectly  understood  in 
financial  parlours. 


^^^j^  a  p,^,,^  According  to  a  recently-reported 
decision  of  the  United  States  Circuit 
Court  of  Appeals  (Eighth  Circuit)  the  word  "  fire  "  in 
an  insurance  policy  is,  in  the  absence  of  any  expressed 
intention  to  the  contrary,  to  be  given  '*its  ordinary 
meaning,"  which,  we  are  told,  includes  the  idea  of 
*'  visible  heat  (sk)  or  light."  Hence  the  destruction  of 
wool  as  a  result  of  spontaneous  combustion  due  to 
damp  was  held  not  to  be  a  loss  arising  from  "fire,"  and 
not  to  be  covered  by  a  fire  insurance  policy,  for 
although  there  was  smoke  and  great  heat,  there  was  no 
visible  flame  or  glow.  This  is  the  first  occasion  we 
remember  having  heard  of  *'  visible  heat." 


TbeBaUonml      '^be    report     and     accounts     of    the 

Mataal  LlliB       National  Mutual  Life  Association  of 
H  wftitl>ttim  of 
AotralasU,       Australasia,  Lim.,  for  the  year  ended 

Um-  30th  September  last,  which  were  sub- 

mitted at  the  36th  annual  general  meeting  held  on 
the  22nd  December  last,  show  a  very  remarkable 
access  of  business  during  the  year  under  review. 
During  that  period  the  renewal  premiums  amounted  to 
f 447,102  gross,  while  10,143  new  policies  had  been 
issued,  insuring  ;(2,6i5,2i6,  representing  annual 
premiams  of  jf 91,351  and  single  premiums  of  ;f  11,265. 
With  so  large  a  ratio  of  new  business  it  is  not  sur- 
prising to  note  that  there  has  been  no  very  marked 
increase  in  the  amount  of  funds  on  hand,  which  at  the 
close  of  the  year  stood  at  £'4,195,849  against  £'3)932,367 
on  the  ist  October  1904.  It  will  interest  our  readers 
to  note  that  as  against  directors'  fees  of  a  little  less 
than  £4^000  the  auditors'  fees  were  £'741  6s.,  thus 
showing  that  Australasian  companies  are  more  fully 
alive  to  the  advantages  of  a  full  professional  audit 
than  some  of  the  leading  institutions  in  this  country. 


Hunloipalltleiand  At  the  present  juncture  it  may  be  of 
Offlolal  Audits,  interest  to  our  readers  to  note  that 
in  addition  to  all  the  metropolitan  boroughs  the  follow- 
ing are  at  present,  or  will  very  shortly  be,  audited 
by  official  auditors  appointed  by  the  Local  Govern- 
ment Board  :— Bournemouth,  Cheltenham,  Merthyr 
Tydvil,  Plymouth,  Poole,  Southend-on-Sea,  and 
Swindon.  In  the  case  of  the  London  boroughs  the 
Government  audit  was,  of  course,  provided  by  the  Act 
of  1899,  which  brought  them  into  existence.  In  the 
case  of  the  eight  provincial  boroughs  enumerated  the 
official  audit  is  provided  for  by  special  Act  of  Parlia- 
ment, generally  in  response  to  pressure  exercised  by 
the  Local  Government  Board.  In  one  or  two  cases, 
however,  we  believe  that  the  adoption  of  the  official 
audit  has  been  entirely  voluntary. 


The  iBorease  At  the  recent  general  meeting  of  the 
In  Rates.  Miiwall  Dock  Company  the  chairman 
mentioned  some  somewhat  startling  figures  showing 
the  enormous  increase  of  local  rates  in  the  neighbour- 
hood of  London  during  the  past  generation.  In  1875, 
he  stated,  the  Miiwall  Dock  Company's  local  rates 
were  4s,  iid.  in  the  £,  in  1885  they  were  6s.  7id.  in  the 
£,  in  1895  ^^^y  ^^^  risen  to  7s.  9}d.  in  the  £,  and  in 
1905  were  no  less  than  12s.  in  the  £,  This  represents 
an  increase  of  upwards  140  per  cent,  in  thirty  years, 
but  the  actual  increase  is,  of  course,  considerably 
greater,  as  the  company's  properties  are  doubtless 
assessed  at  a  much  higher  figure  now  than  in  1875. 
Whatever  may  be  said  about  the  improved  conditions 
of  living  that  have  been  brought  about  by  municipal 
activity  during  the  past  generation,  it  is  certainly 
difficult  to  see  what  benefit  a  company  like  this  receives 
in  exchange  for  its  12s.  rate  which  it  did  not  receive  in 
1875  from  a  rate  of  4s.  iid.  in  the  £,  One  cannot  help 
thinking  that  there  must  at  least  be  something  in  the 
suggestion  that  as  companies  are  disfranchised  their 
particular  needs  are  not  considered  when  it  comes  to 
the  spending  of  public  moneys.  The  suggestion  made 
at  the  recent  meeting  of  the  East  and  West  India 
Docks  Company  a  few  days  since,  that  the  directors 
and  manager  should  be  registered  as  the  owners  of 
property,  and  thus  qualify  for  election  to  local  bodies, 
seems  well  worth  considering.  They  could,  of  course, 
not  be  expected  to  acquire  such  property  at  their  own 
expense,  and  there  seems  no  reason  why  companies 
should  invest  in  property  ^^^^(pjj^xjf^^^re  for  the 
mere  purpose  of  attempting  to  exercise  some  contro 
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over  local  administration.  Tiiis  end  could  be  just  as 
well  served,  in  the  case  of  new  undertakings,  by 
some  portion  of  the  company's  property  being  held 
by  individuals  who  have  executed  a  declaration  of 
trust  in  favour  of  the  company ;  or  if  that  should  be 
held  to  be  insufficient  to  qualify  them  as  burgesses,  it 
should  not  be  difficult  to  find  some  means  by  which 
they  could  be  placed  on  the  Register  in  respect  of  a 
portion  of  the  properties  owned  by  the  company.  The 
true  remedy  for  this  anomalous  position  is,  however, 
that  companies  which  have  by  law  a  distinct  entity  of 
their  own  should  be  entitled  to  vote  as  much  as  any 
other  persons. 


Corporations  ai    There  appears  to  be  some  Uttle  mis- 

Carrien.         understanding  as  to  the  decision  in  the 

Manchester  Corporation  case,  and  probably  some  official 

announcement  would  be  welcomed.      The  Municipal 

Journal  says: — 

"The  Corporation  practically  won  its  case  and  an 
important  precedent  has  been  established." 

"  It  was  this  part  of  its  business  "  (the  collection  and 
delivery  outside  the  tramway  radius)  "  which  the  High 
Court  has  declared  to  be  beyond  its  powers ;  but  the 
Chairman  of  the  Tramway  Committee  says  that  this 
extra  tramway  business  is  only  an  infinitesimal  part  of 
the  whole.'* 

*•  The  judgment,  however,  establishes  the  right  of  the 
Municipal  Corporation  to  carry  on  a  general  parcels 
delivery  business— to  act,  in  fact,  as  a  common  carrier." 
"  Municipalities  can  for  this  purpose  establish  depots, 
provide  horses,  vans,  and  all  the  other  necessary  equip- 
ment of  a  parcels  system.  They  can  continue  to  use  the 
cash  on  delivery  system^  insure  parcels,  collect  parcels  from 
railway  companies,  and  deliver  thetn  to  railways,  but  always 
on  the  one  condition  that  the  parcels  must  pass  over  some  part 
of  the  tramway  system.  It  does  not  apparently  matter  what 
the  destination  of  the  parcel  may  be  so  long  as  on  part  of  its 
transit  it  comes  within  the  category  of  tramway-borne  goods. 
The  judgment,  as  will  be  seen,  opens  up  a  large  and 
new  field  for  municipal  enterprise.  A  tramway  system 
would  be  of  little  service  for  carrying  parcels  unless  the 
Corporation  could  provide  the  necessary  machinery  for 
collection  and  delivery.  This  it  could  do  and  push  its 
business  within  its  own  sphere  without  any  restriction." 

Commercial  Intelligence  says : — 

'*  The  Corporation  are  entitled  to  work  the  tramway 
system  in  the  city  for  the  conveyance  of  passengers, 
goods,  parcels,  &c.,  but  it  was  shown  that  they  had 
erected  dep&ts  miles  outside  the  tramway  area  for  the 


purpose  of  receiving  and  despatching  goods,  and  had 
purchased  horses  and  vans  for  conveying  the  goods. 
The  Judge  came  to  the  conclusion  that  in  this  the  Cor- 
poration had  acted  in  excess  of  their  powers  and  granted 
an  injunction  restraining  them  from  paying  for  the  vans 
and  horses  out  of  the  borough  fund.  This  judgment  if 
upheld  will  not,  of  course,  prevent  the  Manchester  or 
any  other  city  corporation  from  entering  upon  the 
business  of  carriers,  as  some  of  our  contemporaries  seem 
to  imagine,  but  will  prevent  their  so  doing  without 
Parliamentary  sanction . ' ' 

We  should  like  to  know  whether  the  contention  of 
The  Municipal  Journal,  as  italicised  by  us,  is  to  be  taken 
seriously. 


Our  contemporary  The  Solicitors' 
of  Trustees*  Journal  states  that  Mr.  Justice 
Accounts.  Kekewich  recently  made  an  order  in 
chambers  authorising  trustees  in  whom  property 
belonging  to  infants  was  vested  to  have  the  accounts 
of  the  trust  audited  annually  by  a  Chartered  Account- 
ant, and  to  defray  the  cost  of  such  audit  out  of  income. 
There  is,  of  course,  nothing  very  novel  about  this 
order,  in  that  it  has  for  many  years  been  the  rule  that 
trustees  were  authorised  to  employ  accountants  to 
keep  the  accounts  of  the  trust  when  they  were  of  a 
complicated  or  voluminous  nature.  Where  the  bene- 
ficiaries are  under  age,  and  cannot  therefore  approve 
accounts  rendered  to  them  annually,  it  is  obviously 
only  reasonable  that  in  the  interests  of  the  trustees 
they  should  be  periodically  audited.  Clearly,  how- 
ever, such  an  audit  would  not  estop  the  beneficiary 
from  going  into  the  matter  on  his  own  account  when 
he  came  of  age. 


Municipal  '^^6  **  Special  Commissioner  "  of  The 
Indebtedness.  Municipal  Journal,  who  contributed  the 
first  of  a  series  of  articles  anent  the  recent  visit  of 
the  County  Councillors  to  Paris  to  our  contem- 
porary's issue  of  last  week,  states  that  it  will  re- 
assure the  "extravagant"  councillors  of  the  United 
Kingdom  to  learn  that  the  municipal  debt  of  Paris 
is  over  one  hundred  milhon  pounds  sterling,  and 
that  nobody  seems  to  grumble  about  it.  He  adds 
that  the  umnicipal  revenue  receives  considerable 
assistance  from  concessions  accorded  to  omnibus 
proprietors,  and  adds :  "It  is  an  anomaly  that  the  'bus 
"  companies,  which  use  the  roads  more  than  any  other 
"  form  of  traffic,  should  pay  no  special  contributions  to 
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"their  maintenance.     There  are  forms  of  monopoly 
"and  privilege  rampant  in  this  country  which  it  is 
"difficult  to  make  the  Paris  councillors  even  under- 
"  stand.'*    If  these  are  the  mixed  sort  of  impressions 
that  are  likely  to  be  brought  home  by  County  Coun- 
cillors from  their  recent  visit  to  Paris,,  it  is  perhaps  to 
be  regretted  that  the  visit  took  place.    The  municipal 
indebtedness  of   Paris  is,  of   course,  extraordinarily 
heavy,  but,  bearing  in  mind  the  relative  scope  of  that 
municipality  and  of  the  London  County  Council,  the 
comparison  is  altogether  against  the  last-named.    On 
the  subject  of  exacting  fees  from  omnibus  proprietors 
for  concessions,  it  may  be  pointed  out  that  in  this 
country  no  monopoly  is  conferred  by  the  local  authority, 
and  that,  therefore,  the  position  is  entirely  different  to 
that  obtaining  in  Paris.    If  a  special  charge  were  to  be 
made  merely  on  the  ground  that  the  omnibus  companies 
used  the  roads  more  than  any  other  form  of  traffic — an 
assertion  which  is  certainly  open  to  question — obviously 
the  only  fair  and  equitable  course  to  pursue  would  be 
to  go  back  to  the  old  turnpike  system.    There  is  no 
doubt  something  to  be  said  in  its  favour,  but  it  may  be 
remembered  that  a  Government  once  went  out  of  office 
inUr  alia  because  it  sought  to  place  a  tax  upon  wheels, 
and  divide  the  proceeds  among  paving  authorities  by 
way  of  a  grant  in  aid. 


Gu  ComiMUiies 


The     wording     of    the     letter     from 


**  A.C.A.,"  which  appeared  in  our  last 
DtpnelatioB.  issue  under  the  above  heading,  seems 
to  sQggest  that  our  correspondent  has  already  made  up 
his  mind  upon  the  points  concerning  which  he  asks  our 
opinion,  and  is  not  seeking  information.  The  matter 
is,  however,  one  of  some  little  interest,  and  as — if  our 
surmise  be  correct— it  is  one  upon  which  opinions  are 
di\ided,  some  little  discussion  at  least  will  not  be 
amiss.  Our  own  view  is  that  there  can  be  no  possible 
justification  for  deliberately  charging  direct  to  Revenue 
what  is  known  to  be  a  Capital  charge.  We  do  not 
consider  that  the  auditor,  in  the  discharge  of  his  duties, 
oai^ht  to  take  into  consideration  merely  the  interests  of 
shareholders  in  the  somewhat  exceptional  case  of  gas 
companies  working  under  the  sliding  scale.  The 
existence  of  the  sliding  scale  regulations  makes  con- 
sumers, as  well  as  shareholders,  directly  interested  in 
the  accaracy  of  the  accounts,  and  we  can  conceive  no 
possible  justification  for  an  auditor  deliberately  certi- 
fying that  which  he  knows  to  be  wrong,  merely  because 
such  a  course  may  suit  the  material  interests  of  the 


shareholders  by  whom  he  was  appointed  and  paid.  If, 
as  in  the  case  of  electric  lighting  companies,  there  were 
an  independent  auditor  appointed  in  the  interests  of 
consumers,  the  position  might  be  different,  but  even 
then  it  would  be  extremely  difficult  to  justify. 


From  time  to  time  a  question  has  been 
ftt  Btadento       raised  as  to  the  discouragingly  small 


Societies* 
Meetings. 


attendance  of  members  at  the  meetings 
of  the  various  Students'  Societies,  and 
from  time  to  time  this  has  been  explained  upon  several 
grounds,  and  combated  by  various  expedients.  One  of 
the  most  practical  that  has  so  far  come  to  our  notice  is 
mentioned  upon  p.  210  of  our  last  issue,  where  we 
reproduce  the  Syllabus  of  the  Birmingham  Chartered 
Accountant  Students'  Society  for  the  current  session, 
which  states  that  members  will  (subject  to  the  Chair- 
man's consent)  be  allowed  to  smoke  at  debates.  There 
can  be  little  doubt  when  the  pipe  is  for  ever  present 
that  this  expedient  will  tend  to  improve  the  atten- 
dance at  such  meetings,  and  we  think  it  more  than 
likely  that  by  producing  a  more  informal  atmosphere 
it  will  also  tend  to  materially  improve  the  quality  of 
the  speeches.  Should  the  movement  prove  the  success 
that  we  anticipate,  the  question  may,  we  think,  well 
be  raised  whether*  it  might  not  be  further  extended 
— subject,  of  course,  to  the  Chairman's  consent  in  each 
case.  Thus,  for  instance,  if  it  were  to  become  general 
for  smoking  to  be  allowed  after  lectures,  there  would 
probably  be  considerably  less  difficulty  in  inducing 
members  to  stay  and  take  part  in  the  discussions 
thereon. 


The  Vacant       ^^  connection  with  the  post  of  Official 
Official  Receiver  at  Canterbury,  which  is  now 

Becelvenlilp.  vacant,  we  are  informed  that  the 
Board  of  Trade  proposes  to  make  a  somewhat  new 
departure  in  connection  with  these  posts  in  the  pro- 
vinces. Hitherto  only  Official  Receivers  paid  by  fixed 
salaries  have  been  required  to  devote  the  whole  of 
their  time  exclusively  to  their  official  duties.  In  the 
case  of  the  Canterbury  appointment,  however,  it  is 
proposed  that  whoever  is  appointed  shall  similarly 
devote  the  whole  of  his  time  to  the  duties  of  the 
receivership,  to  the  exclusion  of  all  private  practice. 
The  post  is  open  to  solicitors  and  accountants,  but 
early  application  is,  of  course,  necessary.  Full  par- 
ticulars can  be  obtained  from  the  Board  of  Trade. 
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(tonceponbcncc  and  finauirtea* 

All  commttiiicatloiii  to  tho  Editor  should  bo 
by  letter  only. 


IWe  are  at  all  times  ready  to  insert  correspondence  on 
matters  of  interest  to  the  Profession^  but  we  do  not  of  course 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wedneeday 
afternoon:  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents^  not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faith,"] 


The  East  Ham  Audit. 

fTo  the  Editor  of  The  Accountant,) 
Si Ri— Some  little  time  ago  reference  was  made  in 
various  journals  and  in  the  local  press  to  a  report  of 
Mr.  Boggis-Rolfe,  the  District  Auditor  for  this  district, 
on  his  audit  of  the  accounts  of  the  East  Ham  Urban 
District  Council,  and  in  connection  therewith  certain 
statements  reflecting  upon  the  conduct  of  the  officers 
were  made.  The  report  was  published  in  the  local 
press,  and  certain  comments  made  with  regard  to 
myself  which  necessitated  my  taking  proceedings 
against  the  Stratford  Express  for  libel.  The  result  has 
been  payment  of  a  substantial  sum  as  damages,  all 
costs,  and  a  public  apology  inserted  in  the  paper,  a 
copy  of  which  I  enclose  for  your  information. 

I  shall  esteem  it  a  great  favour  if  you  can  see  your 
way  to  insert  the  apology  in  question,  with  any  com- 
ment you  may  think  fit  to  make  in  the  next  issue  of 
your  paper. 

Thanking  you  in  anticipation, 

I  am,  dear  Sir,  yours  faithfully, 

GEO.  H.  FRY. 
East  Ham,  i^ih  February  1906. 

Apology  to  Mr,  G,  H,  Fry  {Borough  Treasurer). 
In  a  leading  article  of  our  issue  of  September  9th 
1905  we  published  of  and  concemiDg  Mr.  G.  H.  Fry, 
the  Borough  Treasurer  to  the  East  Ham  Corporation, 
certain  comments  reflecting  upon  his  official  conduct, 
and  in  one  of  the  paragraphs  we  stated  that  he  had 
made  a  statutory  declaration  that  all  moneys,  assets, 
and  liabilities  had  been  brought  into  account  and  sub- 
mitted to  the  auditor,  yet  the  accounts  relating  to  what 
Mr.  Boggis-Rolfe  called  the  **  Secret  Trust  Fund  "  had 
been  withheld. 


We  admit  the  statements  concerning  Mr.  Fry  con- 
tained in  the  paragraph  referred  to  are  defamatory  and 
untrue.  We  regret  having  made  the  statement  that 
Mr.  Fry  had  made  a  false  statutory  declaration,  for 
which  statement  there  is  no  foundation  whatever,  and 
we  unreservedly  and  unequivocally  withdraw  any 
imputation  upon  Mr.  Fry  in  respect  of  such  declaration. 

We  also  published  a  paragraph  in  the  said  issue  in 
which  we  alleged  that  Mr.  Fry  had  been  guilty  of  enter- 
ing fictitious  amounts  on  a  voucher. 

We  did  not  intend  that  such  words  should  refer  to 
Mr.  Fry,  but  we  now  admit  they  are  capable  of  being 
so  understood,  and  we  withdraw  any  imputation  upon 
Mr.  Fry  in  respect  of  the  statements,  express  our  regret 
for  their  publication,  and  apologise  to  Mr.  Fry  for  any 
trouble  or  annoyance  he  may  have  suffered  by  reason  of 
our  comments  which  reflected  upon  his  integrity  and 
that  he  was  unworthy  of  public  confidence. 

[We  commented  upon  this  matter   in    an    article 
which  appeared  in  our  last  issue. — Ed.  Acct.] 


Remuneration  of  Trustees  as  Directors. 

(To  the  Editor  of  The  Accountant.) 

Sir,— Referring  to  the  paragraph  reproduced  from 
The  Fitiancial  Times^  appearing  in  the  issue  of  The 
Accountant  of  27th  January  1906  (p.  124),  I  should  be 
obliged  if  you  would  state  if  this  decision  has  been 
reported  in  your  **  Law  Reports  "  during  1905. 

If  the  case  has  not  been  reported  could  you,  through 
your  columns,  give  an  outline  of  the  case. 

Yours  faithfully, 

JOHN   HAMER. 

Manchester,  i6th  February  1906. 


Directors'    Expenses. 

(To  the  Editor  of  The  Accountant,) 
Sir,— I  shall  be  much  obliged  if  you  will  answer  the 
following  question  :— 

Is  it  legal  for  the  directors  of  a  limited  company,  who 
receive  no  remuneration  for  their  services  as  directors, 
to  vote  themselves  travelling  and  hotel  expenses 
incurred  by  them  when  attending  meetings,  when  no 
such  power  is  conferred  on  them  by  the  articles  of  the 
company  ? 

Yours  truly. 


[We  think  so 


.-ED.DMfef  d  by  Googre* 
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Income    Tax. 

(To  the  Editor  of  The  Accountant,) 

Sir, —John  Brown,  Senr.  (and  presumably  John 
Brown,  Janr.)i  accoanted  for  his  own  salary  for 
1902-3-4,  having  fulfilled  all  the  obligations  of  citizen- 
ship rt  income-tax.  One  is  somewhat  surprised  that 
tbe  Surveyor  has  not  assessed  Samuel  Smith  as  for  a 
"continuing  business." 

But  it  reads  somewhat  too  consistent  to  be  a  wholly 
hypothetical  case. 

I  have  had  the  pleasure  and  privilege  of  acknow- 
ledging in  your  columns  the  u%ual  consistency  of 
Surveyors,  and  trust  to  do  so  yet  again. 

Yours  truly, 

A  PRACTISING  ACCOUNTANT. 


(To  the  Editor  of  The  Accountant.) 

Sir, — May  I  venture  to  dissent  from  the  views  of 
Mr.  Herbert  Edwards,  as  expressed  in  his  letter  which 
appears  in  your  issue  of  17th  inst. 

He  says,  "  If  John  Brown,  Junior's  assessment  for 
<*  1905-6  was  arrived  at  on  an  average  of  past  profits 
^witboat  omitting  from  each  of  the  years  taken  the 
**  salary  he  received  as  manager  such  assessment  would 
'*  manifestly  not  furnish  a  true  forecast  of  his  income." 
That  proposition  is  in  a  sense  true,  but  is  not  to  the 
point,  neither  is  the  further  argument  based  on  the 
question  of  capital  invested  in  the  business. 

It  is  a  well-established  principle  that  a  Taxing  Act 
mast  be  strictly  construed  whether  its  working  prove 
equitable  or  otherwise.  The  question,  therefore, 
resolves  itself  into  one  of  legal  liability,  and  not  one  of 
abstract  justice. 

It  is  governed  by  the  Fourth  Rule  applying  to  first 
and  secoad  cases  under  Section  100  of  the  Income  Tax 
Act  of  1842,  which  for  the  sake  of  clearness  I  quote  in 
full,  as  follows  :— 

"  Fourth. — If  amongst  any  persons  engaged  in  any 
trade,  manufacture,  adventure,  or  concern,  or  in  any 
profession,  in  partnership  together,  any  change  shall 
take  place  in  such  partnership,  either  by  death,  or 
dissolution  of  partnership  as  to  all  or  any  of  the 
partners,  or  by  admitting  any  other  partner  therein, 
before  the  time  of  making  the  assessment,  or  within 
the  period  for  which  the  assessment  ought  to  be 


made  under  this  Act,  or  if  any  person  shall  have 
succeeded  to  any  trade,  manufacture,  adventure,  or 
concern,  or  any  profession  within  such  respective 
periods  as  aforesaid,  the  duty  payable  in  respect  of 
such  partnership,  or  any  of  such  partners,  or  any 
person  succeeding  to  such  profession,  trade,  manu- 
facture, adventure,  or  concern,  shall  be  computed 
and  ascertained  according  to  the  profits  and  gains  of 
such  business  derived  during  the  respective  periods 
herein  mentioned,  notwithstanding  such  change 
therein  or  succession  to  such  business  as  aforesaid, 
unless  such  partners  or  such  person  succeeding  to 
such  business  as  aforesaid  shall  prove,  to  the  satis- 
faction of  the  respective  Commissioners,  that  the 
profits  and  gains  of  such  business  have  fallen  short 
or  will  fall  short  from  some  specific  cause,  to  be 
alleged  to  them,  since  such  change  or  succession  took 
place,  or  by  reason  thereof." 

Omitting  for  the  moment  the  separate  question  of 
profits  and  gains  falling  short  from  specific  cause  and 
confining  attention  to  the  main  question  of  assessment, 
it  will  be  seen  that  the  rule  covers  all  changes  in  pro- 
prietorship, and  provides  that,  notwithstanding    any 

such  change,  the  d'uty  payable  by  "  any  person 

"  shall  be  computed  and  ascertained  according  to  the 
"profits  and  gains  of  such  business  derived  during  the 
*'  respective  periods  herein  mentioned  " — that  is  to  say, 
according  to  the  three  years'  average,  or,  in  other 
words,  on  the  same  basis  as  the  old  proprietor  would 
have  been  assessed.  The  word  **  derived  "  must  surely 
refer  to  a  past  fact,  and  not  to  the  hypothetical  case  of 
what  the  profits  would  have  been  if  a  manager's 
services  had  not  been  required,  and  "  any  person  " 
must  include  the  son  aad  late  manager  in  the  case 
under  discussion.  The  position  would  appear  to  be 
the  same  as  if,  for  instance,  the  old  proprietor,  in  con- 
sequence of  illness  or  for  other  similar  cause,  had  been 
incapable  of  managing  the  business  for  three  years,  and 
on  recovery  had  discharged  the  manager  and  so 
increased  his  profits  by  the  amount  of  the  salary.  If 
instead  of  the  son  and  late  manager  the  purchaser 
were  an  outsider,  able  and  willing  to  personally  manage 
the  business,  would  your  correspondent  contend  that 
having  discharged  the  manager  he  must  pay  on  an 
equivalent  increase  of  profit  ? 

On  the  question  of  capital  and  its  investment,  your 
correspondent's  view  seems  to  me  to  be  equally 
fallacious.  In  the  actual  case  of  John  Brown,  Jun^,  it 
is  more  than  probable  that  the  capital  -with  which  h«- 
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purchased  the  business  was  wholly  or  partly  provided 
out  of  the  sum  he  received  uader  his  father's  will.  In 
any  case,  he  only  put  into  the  business  the  equivalent 
of  what  the  executors  withdrew  from  it,  and  my 
argument  as  to  the  purchase  by  an  outsider  applies 
equally  to  this  point.  To  emphasise  it  further,  let  us 
take  an  analogous  case  (governed  by  the  same  Rule)  of 
the  admission  of  a  partner.  Assume  that,  instead  of 
dying,  John  Brown,  Senr.,  had  taken  an  outside  partner 
who  brought  in,  say,  ;f  500  (or  ;f  5.000)  capital,  and  under- 
took the  management.  The  salary  would  be  saved,  and  it 
is  reasonable  to  suppose  that  the  extension  of  the  business 
by  the  use  of  the  new  capital  would  produce  a  very 
much  larger  profit,  yet,  if  my  reading  of  the  Rule  be 
correct,  the  assessable  income  would  be : 

Profit  1902 /300 

>.     1903 280 

II     1904 240 

3)820 


/273    6    8 


If  John  Brown,  Senr.i  were  still  carrying  on  the  business 
he  would  be  assessed  on  that  amount  less  j^  160  abatement, 
and  John  Brown,  Junr.,  as  the  successor  should  pay  on 
the  same  amount.  In  the  case  of  partnership,  each 
partner  would  claim  to  be  separately  assessed,  and 
(assuming  equal  shares)  each  would  be  exempt,  not- 
withstanding the  additional  capital  brought  into  the 
business. 

So  long  as  assessments  are  made  upon  an  average  of 
years  they  can  rarely  or  never  work  with  equal  fairness 
to  the  Revenue  and  the  taxpayer.      In  the  case   of 
diminishing  profits,  the  taxpayer  suffers  an  **  injustice  " 
whilst  if  they  tend  upwards  he  pays  less  than  he  should. 
It  may  be  further  pointed  out  that  Section  133  also  | 
works  entirely  to  the  advantage  of  the  taxpayer,  as  1 
in  the  case  of  diminishing  profits  he  obtains  relief,  whilst  ' 
the  Inland  Revenue  authorities  have  no  corresponding 
right  in  the  case  of  growing  profits.    The  same  remarks 
apply  to  the  relief  obtainable  by  the  taxpayer  under 
the  Rule  quoted  above,  when  profits  and  gains  fall  short 
from  some  specific  cause. 

I  must  apologise  for  the  length  of  this  communication,  , 
bat  I  think  the  matter  is  one  of  sufficient  interest  to 
justify  its  foil  consideration. 

Yours  faithfully, 

igth  February  1906.         JAMES  E.  COSTELLO. 


fTo  the  Editor  of  The  Accountant.) 
Sir, — In  the  Weekly  Notes  in  your  issue  of  Saturday 
last  you  point  out  that  in  income-tax  matters  **  the 
"  question  at  issue  is  not  what  is  the  justice  of  the 
"  matter,  but  what  is  the  law.** 

I  fully  agree  with  this  statement,  and  further  agree 
that  in  the  supposititious  case  referred  to  the  business 
must  be  treated  as  a  continuing  business.  Will  you, 
however,  kindly  say  in  which  of  the  Income  Tax  Acts 
it  is  provided  that  where  a  salaried  servant  becomes  a 
partner  in  or  proprietor  of  his  former  employer's  busi- 
ness, that  in  making  the  next  return  the  salary  paid  to 
him  while  he  was  a  servant  must  be  eliminated  from 
the  three  years'  accounts  required  for  ascertaining  the 
average  upon  which  the  assessment  must  be  based.  I 
am  quite  aware  that  it  is  the  practice  of  Inland  Revenue 
officials  to  do  this,  but  as  it  is  agreed  that  the  question 
is  "  what  is  the  law  ? "  I  should  like  to  know  where  any 
authority  for  this  practice  is  to  be  found  in  the  Income 
Tax  Acts. 

I  cannot  agree  that  the  question  of  whether  a  new 
manager  is  appointed  has  any  bearing  upon  the  matter ; 
it  is  very  certain  that  if  the  new  proprietor  appoints  a 
manager  at  a  higher  salary  than  he  drew  as  a  servant 
the  Inland  Revenue  authorities  will  not,  in  making  the 
assessment,  allow  any  charge  in  the  accounts  for  his 
salary  (until  in  due  course  it  comes  into  average  in  the 
ordinary  way).  Your  note  appears  to  suggest  that  the 
Inland  Revenue  authorities  would  in  such  a  case  allow 
a  sum  equivalent  to  that  paid  to  the  proprietor  when 

he  was  a  servant. 

Yours,  &c., 

LAW  V.  PRACTICE. 

February  21st  igo6.  {Chartered  Accountant), 

[If  there  be  no  new  manager  appointed  the  facts 

seem  to  point  to  an  amalgamation  of  the  incomes  of 

father  and  son,  and  the  rules  as  to  amalgamations 

apply. — Ed.  Acct,"] 

London  Chartered  Accountants  Students'  Society. 

(To  the  Editor  of  The  Accountant.) 
Sir,— What  has  happened  to  the  Committee  of  the 
above  Society,  and  are  we  to  have  no  Spring  Session 
this  year  ?  Nearly  every  other  Students'  Society  has 
not  only  published  its  syllabus,  but  begun  its  session. 
At  the  annual  dinner  in  November  last  the  Chairman 
of  the  Society  particularly  emphasised  the  increased 
interest  that  was  being  taken  in  the  Society's  lectures, 
&c.,  but  I  fear  this  interest  will  not  be  long  sustained  if 
there  are  many  who,  like  myself,  have  refused  several 
engagements  for  Wednesday  evenings  in  tl^  month 
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in  order  to  be  present  at  the  Society's  meetings, 
presuming,  of  course,  that  the  Spring  Session  would 
have  commenced — as  it  has  done  in  past  years — about 
the  second  Wednesday  in  February.  Such  members 
no  doubt  feel  much  as  I  do. 


February  20th  1906. 


DISGUSTED. 


Bankrupt's  Application  for  Discliarsre. 

fTo  the  Editor  of  The  Accountant.) 

Sir, — With  reference  to  your  interesting  leading 
article  in  last  week's  issue  of  The  Accountant^  headed 
"  Some  Recent  Bankruptcy  Decisions,"  we  beg  to  draw 
your  attention  to  the  very  interesting  judgment  by  Mr. 
Registrar  Linklater  in  connection  with  the  applications 
for  discbarge  by  the  former  partners  in  the  firm  of 
John  Brown  Sc  Sons,  bankers,  which  was  reported  in  full 
in  The  Times  of  the  14th  inst.  We  think  that  as  an 
instance  of  a  sweeping  condemnation  by  a  Registrar  of 
the  High  Court  of  the  attitude  of  an  Official  Receiver, 
it  is  almost  unique. 

Yours  faithfully, 

MAURICE  JENKS,  NYE  &  CO. 

London^  February  20th  1906. 

[We  hardly  think  this  case  of  sufficient  general 
interest  to  justify  detailed  comment.  It  is  true  that 
the  Registrar  decided  in  favour  of  the  application,  but 
we  do  not  see  how  the  Official  Receiver  could  have 
acted  otherwise  than  he  did. — Ed.  A  cct,] 


Net  Profits  Earned  by  a  Company. 
fT4f  the  Editor  of  The  Accountant.) 

Sir, — I  should  like  to  have  your  opinion,  as  well  as 
that  of  any  of  the  profession,  in  a  case  which  was 
recently  brought  under  my  notice.  I  was  asked  to 
define  the  amount  of  the  '*  net  profits  earned  by  a  com- 
pany" as  distinguished  from  the  **net  profits  of  a 
company."  The  conclusion  I  arrived  at  was  that  the 
**  net  profits  earned  "  were  those  shown  by  the  Working 
Account  after  payment  of  all  trading  charges,  and  as 
brought  forward  into  the  Profit  and  Loss  Account.  On 
the  other  hand,  the  "  net  profits  of  a  company  "  were  the 
profits  of  the  Working  Account  referred  to,  after  deduct- 
ing such  Capital  charges  as  Interest  upon  Debentures 
or  Mortgages,  Sinking  Fund  for  Redemption  of  Deben- 
tures, Directors'  and  Auditors'  Fees,  or,  in  other  words, 


the  balance  of  Profit  and  Loss  Account,  after  providing 
for  all  compulsory  Capital  charges.  My  conclusions, 
which  are  open  to  criticism,  are  arrived  at  upon  the 
assumption  that  the  company  had  borrowed  capital  in 
the  form  of  debentures  or  otherwise,  and  that  provision 
had  to  be  made  for  repayment  of  same. 

Yours,  &c., 

LEITH. 

[Perhaps  some  of  our  readers  will  oblige  our  corre- 
spondent. It  is  news  to  us  to  learn  that  any  of  the 
items  named — except  Sinking  Fund— are  a  Capital 
charge. — Ed.  Acct."] 


Auditing  by  Tender. 

(To  the  Editor  of  The  Accountant.) 

Sir, —  I  enclose  copy  of  a  telephonic  message 
received  by  one  of  my  clerks  here  to-day,  and  copy  of  my 
letter  in  reply.  If  you  can  kindly  spare  a  few  lines  of 
comment  as  to  what  is  the  proper  course  under  such 
circumstances  in  your  Weekly  Notes,  I  should  feel 
much  obliged.  You  will  kindly  not  disclose  the  name, 
of  course.  I  would  not  trouble  you  but  that  I  have 
had  to  make  simUar  replies  before,  and  quite  recently: 
it  may  be,  therefore,  that  others  of  your  subscribers 
have  had  similar  experiences,  and  it  would  be  well  to 
know  how  to  act. 

Yours  truly, 

igth  February  1906.  MEMO. 

» 

Enquiry  per  Telephone  {igth  February  1906). 

•*  Recommended  by Bank.    Write  to-night's 

post  your  charge  per  day  inclusive  for  first  year's  audit 

of    '  The    Co.,    Lim,'     In    no    hurry    for 

audit.    Am  asking  price  from  several  firms  of  accoun- 
tants, so  you  will  know  what  to  do." 


[COPY.] 

Dear  Sir, — I  am  much  obliged  for  your  kind 
enquiry  as  to  audit  fees  per  telephone  to-day.  but  as  I 
understand  that  you  are  also  asking  quotations  from 
other  accountants,  I  do  not  desire  to  compete  with  them 
in  charges. — Again  thanking  you,  yours  truly, 

MEMO. 


Association  of  Accountants. 

(To  the  Editor  of  The  Accountant.) 
Sir, — The  attention  of  the  Council  of  this  Association 
has  been  called  to  a  paragraph  in  the  current  number 
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of  your  paper  (p.  167)  under  the  heading  **  Associations 
of  Accountants,"  in  which,  after  referring  to  a  recent 
notice  issued  by  this  Association,  you  state  "  this  is  a 
"  customary  way  of  advertising  the  existence  of  a 
"  concern  which  might  otherwise  be  overlooked." 
These  words  convey  an  innuendo  which,  if  allowed  to 
pass  without  refutation,  might  be  detrimental  to  this 
Association. 

It  is  a  matter  of  surprise  to  the  Council  of  the  Central 
Association  of  Accountants  that  the  recognised  organ 
of  the  Institute  of  Chartered  Accountants  should 
assume  this  attitude,  inasmuch  as  the  policy  of  the 
Council  has  been  framed  so  as  to  avoid  collision  with 
the  interest  of  the  Institute  of  Chartered  Accountants, 
or  the  Society  of  Accountants  and  Auditors. 

I  am  directed  to  assure  you  that  the  object  of  the 
notice  in  the  newspapers  was  not  to  advertise  this 
Association,  but  to  safeguard  our  members  from  being 
confounded  in  the  public  mind  with  those  persons 
styling  themselves  *'  Incorporated  Accountants  "  who 
are  not  members  of  the  Society  of  Accountants  and 
Auditors. 

I  may  say  that  this  Association  is  comparatively  well 
known,  and  is  now  firmly  established  with  a  large  and 
increasing  membership. 

I  shall  be  glad  if  you  will  be  good  enough  to  insert 
this  letter  in  your  next  issue. 

I  am,  Sir,  your  obedient  servant, 

W.  GILL  HALL,  A.S.A.A.,  F.A.A., 

Secretary, 

5  &  6  Great  Winchester  Street,  E.C. 
February  i\th  1906. 


tlbe  institute  of  Cbatteteb  Hccountants 
In  JBnolanb  anb  Males* 


The  following  is  a  list  of  applicants,  admitted  at  the 
Council  Meeting  held  on  the  7th  February  1906,  who  com- 
pleted their  membership  before  the  22nd  inst.  :— 

Associates  elected  Fellows. 
Addinsell,  William  Arthur  (W.  Arthur  Addinsell  &  Co.), 
4    Corbet    Court,    Gracechurch    Street,    E.C. ;    and    at 
Birmingham. 

Attfield,  James  (Allen,  Biggs  &  Co.),  38  Parliament  Street, 
Westminster,  S.W. 


Chifferiel,  Arthur  Gerald  (Godfrey  &  Chifferiel),  4  Blooms- 
bury  Place,  Bloomsbury  Square,  W.C. 

Egerton,  John  Edward  (Egerton,  Tomlinson  &  Chater>. 

2  Gresham  Buildings,  Basinghall  Street,  E.C. 
Harris,  William  (Craig,  Gardner  &  Harris\  20  Copthall 

Avenue,  E.C. 

Hicks,  George  (F.  W.  Dawe,  Hicks  &  Co.),  Devon  &  Corn- 
wall Bank  Chambers,  Bedford  Street,  Plymouth. 

Hoare,  Robert  Henry,  Broad  Street  House,  E.C. 

Kelleway,  Archibald  John  (Josolyne,  Miles  &  Blow), 
2S  King  Street,  Cheapside,  E.C. ;  and  at  Manchester  and 
Paris. 

Linnett,  Charles  James  (Henry  Lovelock  &  Linnett), 
X  Bird-in-Hand  Court,  76  Cheapside,  E.C. 

Mordant,  Philip  Mordant  (Philip  Mordant  &  Co.), 
9  &  10  Feachurch  Street,  E.C. 

Rowley,  Frank,  34  &  36  Gresham  Street,  E.C. 

Shaw,  William  Henry  (Armitage  &  Norton),  Market  Place, 
Dewsbury. 

Admitted  as  Associates  in  Practice. 

Bishop,  Ernest  Edwin  (E.  Kelsham  Bishop  &  Co.),  61  King 

William  Street,  E.C. 
Bowden,  Hugh  Hunter  (Charlesworth  &  Bowden),  77  King 

Street,  Manchester. 

Jones,  John  Stewart  (Baskerville  Simmons  &  Stewart 
Jones),  26  North  John  Street,  Liverpool. 

Admitted  as  Associates  not  in  Practice, 

Armstrong,  Herbert  Joseph,  clerk  to  Bauwens  &  Son, 
88  Newman  Street,  Oxford  Street,  W. 

Ash,  Garton  Harold,  clerk  to  J.  H.  Duncan  ft  Co., 
39  Coleman  Street,  E.C. 

Ashworth,  Harry,  clerk  to  Carter  &  Chaloner,  16  Kennedy 
Street,  Manchester. 

Bailey,  John  Vernon  Moncas,  "Hillside,"  Sydenham  Hill 
Road,  S.E. 

Baxter,  Alexander  James,  clerk  to  Goodricke,  Cotman  & 
Co.,  Moorgate  Station  Chambers,  E.C. 

Blore,  Frank  Harold,  clerk  to  Derbyshire  Brothers, 
Bentinck  Buildings,  Wheeler  Gate,  Nottingham. 

Boss,  John  George,  Junr.,  clerk  to  T.  Eyton,  County 
Chambers,  Westgate  Road,  Newcastle-upon-Tyne. 

Boyd,  William  Robson,  clerk  to  Astbury,  Turner  &  Co.. 
Great  Northern  Chambers,  Market  Place,  Great  Grimsby. 

Brandon,  Noel  Harold,  clerk  to  Ball,  Baker,  Deed,  Cornish 
&  Co.,  X  Gresham  Buildings,  Basinghall  Street,  E.C. 
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Byrne^  Andrew  James,  8  Havelock  Terrace,  Garstang 
Road,  Preston. 

Candler,  Arthur  Percy,  clerk  to  Lewis  Hardy,  8  Bream's 
Buildings,  Chanceiy  Lane,  E.G. 

Charlton,  Robert  Garr,  clerk  to  G.  Brannan,  12  King 
Street,  Gheapside,  E.G. 

Coates,  Ghristopher  George,  clerk  to  Lucey,  Hicks  & 
Walters,  15  Geoige  Street,  Mansion  House,  E.G. 

Collier,  Edwin  Walter,  derk  to  Edwin  Jones  &  Go.,  Eldon 
Buildings,  16  Eldon  Street,  E.G. 

Cowley,  Douglas  Sainsbury,  clerk  to  Mellors,  Basden  & 
Mellors,  i  King  John's  Chambers,  Bridlesmith  Gate, 
Nottingham. 

Grabtree,  Bertram  Turner,  clerk  to  Richard  Grabtree  & 
Son,  St.  George's  Chambers,  Hebden  Bridge. 

Groggon^  Josiah  Fenwick  Sibree,  B. A.,. clerk  to  James  & 
Edwards,  5  Coleman  Street,  E.G. 

Danby,  Silas,  clerk  to  Sands  &  Flinders,  City  Chambers, 
South  Parade,  Nottingham. 

Davies,  Arnold  Thomas,  clerk  to  Walter  Meacock  &  Co., 
Carlton  Chambers,  45  High  Street,  Newport,  Mon. 

Davies,  Edward  Emerson,  clerk  to  W.  G.  Qarke  &  Dovey, 
31  Queen  Street,  Cardiff. 

Day,  Archie  Frederick,  clerk  to  Ball,  Baker,  Deed, 
Cornish  &  Co.,  i  Gresham  Buildings,  Basinghall  Street, 
E.G. 

de  Paula,  P'rederic  Rudolf  Mackley,  clerk  to  G.  F.  Gape, 
58  Moorgate  Street,  E.G. 

Duffidd,  Ernest,  clerk  to  T.  F.  Armstrong,  14  Ironmonger 
Lane,  E.G. 

Easton,  Cyril,  clerk  to  G.  A.  Gale,  Royal  Insurance  Build- 
ings, BowlalLey  Lane,  Hull. 

Edwards,  Thomas  Rutherford,  clerk  to  Slater,  Cook  &  Co., 
53  Lord  Street,  Liverpool. 

Evens,  Frederick  William,  clerk  to  Robert  H.  Marsh  & 
Co.,  73  Eihelburga  House,  70  Bishopsgate  Street  Within, 
E.G. 

Flinn,  Thomas  Goudren,  clerk  to  Finney  &  Son,  Central 
Buildings,  41  North  John  Street,  Liverpool. 

Ford,  Charles  Herbert,  clerk  to  W.  M.  Richards  &  Co., 
Alliance  Chambers,  Horsefair  Street,  Leicester. 

French,  Charles  William,  51  Balmoral  Road,  Willesden 
Green,  N.W. 

Gamsey,  Gilbert  Francis,  clerk  to  Muras,  Harries  & 
Higgison,  The  Bridge,  Walsall. 

Garth,  Humphrey,  clerk  to  A.  E.  Preston,  55  Gommarket 
Street,  Oxford. 


Gillespie,  Henry  Robert,  clerk  to  Sands  &  Flinders,  City 
Chambers,  South  Parade,  Nottingham. 

Green,  Frank  Edwards,  clerk  to  Broderick,  Boardman  & 
Co.,  104  King  Street,  Manchester. 

Grundy,  Norman  Denis,  clerk  to  Graggs,  Turketine  &  Co., 
52  Coleman  Street,  E.G. 

Hamp,  John,  clerk  to  Black,  Geoghegan  &  Till,  8  Old 
Jewry,  E.G. 

Harvey,  Frederick  Percy,  derk  to  Ashworth,  Mosley  & 
Co.,  45  Spring  Gardens,  Manchester. 

Hedley,  John  Stokoe,  clerk  to  R.  W.  &  J.  A.  Sisson,  13  Grey 
Street,  Newcastle-upon-Tyne. 

Henderson,  Ian  Maodonald,  B.A.,  clerk  to  J.  M.  Hender- 
son, 2  Moorgate  Street  Buildings,  E.G. 

Hewson,  William  Kirk,  clerk  to  John  Parker  &  Sons, 
62  John  Street,  Sunderland. 

Hirst,  William  Henxy,  clerk  to  W.  Dawson,  West  Riding 
Bank  Chambers,  Dewsbury. 

Holland,  Talbot  William,  clerk  to  Price,  Waterhouse  & 
Co.,  3  Frederick's  Place,  Old  Jewry,  E.G. 

Inkson,  Henry  Foley,  clerk  to  Monkhouse,  Goddard  &  Co., 
St.  Nicholas  Chambers,  Newcastle-upon-Tyne. 

Jackson,  Thomas,  clerk  to  Leather  &  Veale,  East  Parade 
Chambers,  Leeds. 

James,  Charles  Leonard,  clerk  to  Mackintosh  &  Ridsdale, 
Winchester  House,  Victoria  Square,  Birmingham. 

Kerr,    Alexander,    17    Arundel    Avenue,    Sefton    Park, 
Liverpool. 

King,  William  Frederick,  clerk  to  Kirby  &  Stedman,  4 
Broad  Street  Buildings,  E.G. 

Kitson,    Thomas    Arthur,    "Heytor,"    Alexandra    Road, 
Upper  Parkstone,  Dorset. 

Lancaster,  John  Herbert  Leonard,  clerk  to  Ogden,  Palmer 
&  Langton,  Finsbury  Pavement  House,  E.G. 

Locking,  Harold  William,  clerk  to  E.  W.  Shaw,  22  Silver 
Street,  Hull. 

Lovsey,  Arthur  Cornelius,  clerk  to  Hayes,  Morriss  &  Co., 
28  Basinghall  Street,  E.G. 

Lowe,  Alfred  Assheton,  clerk  to  G.  F.  Gape,  58  Moorgate 
Street,  E.G. 

Lumb,  Lionel,  16  Devonshire  Avenue,  Southsea. 

Lunt,  Henry  Julius,  clerk  to  J.   Lunt,  York  Chambers, 

27  Brazennose  Street,  Manchester. 
Macnaught,    David     Don,     376     Upper     Brook    Street, 

Manchester. 

Matthews,    John    Hoghton    Staibb,    cVSi  ^^^sy^J^tf^dd, 
3  Winckley  Square.  I'reston^'i^e^by  ^^OTJ^IT. 
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Mayhew,  BasU  Edgar,  cl«rk  to  Price,  Waterhouse  &  Co., 
3  Frederick's  Place,  Old  Jewry,  E.G. 

Millons,,  Thomas  Arthur  Lauderdale,  clerk  to  Gilchrist  & 
Tash,  Midland  Bank  Ghambers,  Exchange  Place, 
Middlesbrough. 

Mills,  Frederic  Henry,  15  Chichester  Street,  Chester. 

Moore,  Frank,  clerk  to  J.  W.  Best,  20  Bank  Street, 
Sheffield. 

Mundell,  Keith  Hamilton.  "Denholm,"  Poole. 
Nicholls,  Stanley  Harold,  B.A.,  clerk  to  A.  H.  Downes, 
241  Salisbury  House,  London  Wall,  E.G. 

Nixon,  Horace  Helden,  clerk  to  Atkinson  &  Growther, 
10  East  Parade,  Leeds. 

Page,  Arthur  Ashwell,  clerk  to  Annan,  Kirby,  Dexter  & 
Co.,  21  Ironmonger  Lane,  E.G. 

Pearson,  Alfred  George,  cleric  to  T.  F.  Judge,  Pariiament 
Ghambers,  Quay  Street,  Hull. 

Percival,  John  Edward,  clerk  to  Maurice  Jenks  &  Co., 
6  Old  Jewry,  E.G. 

Price,  Ernest  Lloyd,  clerk  to  E.  G.  Price,  57  Moorgate 
Street,  E.G. 

Remon,  John  Anthoine,  clerk  to  Carter,  Clay  &  Lintott, 
I  &  2  Queen  Street,  Cheapside,  E.G. 

Kigby,  Arthur  Guy  Paget,  15  Winckley  Square,  Preston. 

Robson,  Thomas,  clerk  to  J.  A.  Walbank,  34  Grey  Street, 
Newcastle-upon-Tyne. 

Routledgc,  Walter  George,  clerk  to  Monkhouse,  Stoneham 
&  Co.,  695  Salisbury  House,  London  Wall,  E.G. 

Rozelaar,  Abraham,  clerk  to  Maurice  Jenks  &  Co.,  6  Old 
Jewry,  E.G. 

Saunders,  Bertram  Lloyd,  clerk  to  Whinney,  Smith  & 
Whinney,  32  Old  Jewry,  E.G. 

Schoficld,  Edward  Billington,  clerk  to  Whittaker  &  Provis, 
3  Mount  Street,  Manchester. 

Scholefield,  Joshua  Bew,  clerk  to  Blease  &  Sons,  Fenwick 
Chambers,  Fenwick  Street,  Liverpool. 

Scott,  Walter  Ernest,  clerk  to  Locking,  Scott  &  Co.,  Parlia- 
ment Ghambers,  5  Parliament  Street,  Hull. 

Skinner,  John,  clerk  to  Cooi^er  Brothers  &  Co.,  14  George 
Street,  Mansion  House,  E.G. 

Smith,  Claud  Eastlake,  clerk  to  Woodman,  TuUoch  & 
Edds,  ^lansion  House  Buildings,  4  Queen  Victoria 
Street,  E.G. 

Smith,  Rowland  Evans,  clerk'  to  Ogden,  Palmer  & 
Langton,  Finsbury  Pavement  House,  E.G. 

Southcombe,  Ralph,  clerk  to  Cooper  Brothers  &  Co., 
14  George  Street,  Mansion  House,  E.G. 


Stephenson,  GeofiErey  Christian,  clerk  to  Price,  Waterhouse 
&  Co.,  3  Frederick's  Place,  Old  Jewry,  E.G. 

Storrs,  Leonard  Garswell,  clerk  to  H.  £.  Sweeting, 
Chancery  Chambers,  13  Duke  Street,  Cardiff. 

Stray,  Arthur  Frank,  M.A.,  clerk  to  Alabaster,  Stray  & 
Co.,  107  Wool  Exchange,  Coleman  Street,  E.G. 

Taylor,  John  Samuel  Crawford,  clerk  to  Samuel  Taylor, 
3  Temple  Buildings,  Goat  Street,  Swansea. 

Tewson,  Roland  Stuart,  clerk  to  C.  F.  Kemp,  Sons  &  Co., 
36  Walbrook,  E.G. 

Theedam,  Charles,  clerk  to  A.  E.  Mason,  200  Wolver- 
hampton Street,  Dudley. 

Timmins,  Frederick  Oliver,  clerk  to  Agar,  Bates  &  Co., 
no  Edmund  Street,  Birmingham. 

Turner,  Edgar  John,  clerk  to  E.  Littlejohn,  Wilson  &  Co., 
85  Graoechurch  Street,  E.G. 

Venables,  Benjamin  Charles  Stanley,  clerk  to  Good  & 
Son,  Moorgate  Station  Ghambers,  E.G. 

Walker,  Matthew  Henry,  clerk  to  Gane,  Jackson,  Jefferys, 
Wells  &  Co.,  66  Coleman  Street.  E.G. 

Warmington,  Gerald  Henry,  clerk  to  J.  Todd,  3  Winckley 
Square,  Preston. 

Webster,  William  Douglas,  clerk  to  Crewdson,  Youalt  & 
Howard,  Bassishaw  House,  Basinghall  Street,  E.G. 

Welch,  Wilmot,  clerk  to  Bourner,  Bullock  &  Co.,  Albion 
Street,  Hanley. 

White,  Alfred,  clerk  to  Thos.  Smethurst  &  Co.,  Prince's 
Chambers,  26  Pall  Mall,  Manchester. 

Whitley,  Arthur  de  Winder,  clerk  to  Jonathan  Whitley  & 
Son,  Temple  Buildings,  Keighley. 

Womersley,  John  William,  clerk  to  F.  Womersley  &  Co., 
77  King  Street,  Manchester. 

Worthington,  Harold,  92  Brackenbury  Road,  Preston. 

Worthington,  John  Harold,  clerk  to  Halliday,  Pearson  & 
Co.,  District  Bank  Chambers,  13  Spring  Gardens, 
Manchester. 

Wright,  Robert,  clerk  to  Brown,  Peet  &  Tilly,  Bank  Build- 
ings, 1  High  Street,  Croydon. 

Yates,  William  Henry,  clerk  to  R.  R.  Preston  &  Co., 
2  New  Street,  Leicester. 


Aeetfngs  for  tbe  ensuing  Week. 

Monifly.— Institute     of     Chartered     Accountants. — 
Investigation  Committee,  at  2.30  p.m. 
Edinburgh    Chartered     Accountants     Students' 
Society. — ^Joint  meeting  with  Scots  Law  Society. 
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Tuesday  —  Institute  of  Chartered  Accountants.  — 
General  Purposes  Committee,  at  3  p.m. 

Birmingham  Chartered  Accountant  Students' 
Society. — Lecture,  •*  Brewery  Accounts  and  Audits," 
by  Mr.  Herbert  Lanham,  A.C.A.  (this  meeting 
wUl  he  pTiceded  by  tea  at  6  0' clock) ^  at  the  Library, 
8  Newhall  Street ;  6.30  p.m. 

Wednesday — Sheffield  Chartered  Accountants  Stu- 
dents* Society.— Debate,  *•  Is  Municipal  Trading 
desirable?  "  (Affirmative  :  Mr.  A.  H.  Heap,  A.C.A. ; 
Negative:  Mr.  F.  C.  Young,  A.C.A.)  at  the  Library, 
Hoole's  Chambers,  Bank  Street ;  6  45  p.m. 

Friitfy— Leeds  and  District  Chartered  Accountants 
Students'  Association. —Lecture,  "Rights  and 
Duties  of  Trustees,"  by  Mr.  R.  A.  Chadwick,  M.A., 
LL.M. 


Aaitcbestet  Soctets  of  Cbatteteb 
Hccountants    ' 

and 

Aancbestet  Cbatteteb  Hccountants 
Stubents'  Qocicvs. 


Faculty  of  Commerce^  In  Relation  to  Accountants. 


By  Professor  Chapman,  M.A.,  M.Com. 

(Dean  of  the  Faculty  of  Comflneroe  of  the  University 

of  Manchester.) 


A  i.ECTt'RE  was  delivered  by  Professor  Chapman,  of  the 
University,  Manchester,  on  Monday,  the  5th  February,  to 
thfc  joint  meeting  of  the  Chartered  Accountants  Society  of 
Manchester  and  the  Manchester  Chartered  Accountants 
Students'  Society. 

The  Secretary  of  the  Students*  Society  (Mr.  Alfred 
Wood)  read  letters  from  various  gentlemen  regretting  their 
inability  to  be  present,  among  whom  were  Mr.  J.  Wharton 
iV'Uitt,  F.C.A.,  Mr.  A.  A.  Gillies,  F.C.A.,  and  Mr.  J. 
repplcwell,   F.C.A. 

The  Chairman  (Mr.  A.  G.  Wilde,  A.C.A.,  President  of 
the  Students'  Society),  in  introducing  the  lecturer,  said 
that  he  could  have  wished  that  some  more  worthy  repre- 
ser.ialivc  of  the  profession  had  occupied  the  chair,  in  order 
that  nvjre  honour  could  have  been  paid  to  Professor 
Chapman.  He  was  inclined  to  think  that  he  (the  Chair- 
man) was  the  first  Manchester  accountant  student  to  take 
advantage  of  the  educational  facilities  afforded  by  the 
lectures  and  classes  at  Owens  College.  He  believed  there 
were  differences  of  opinion  as  to  the  value  of  the  work 
that  such  an  institution  as  the  Faculty  of  Commerce  was 


capable  of  performing  in  fitting  men  for  a  commercial 
career,  but  he  did  not  agree  with  that  view.  The  prin- 
ciple of  specialising  in  education  was  the  principle  that 
had  been  recognised  by  accountants  for  several  years.  The 
business  of  the  accountant  touched  on  so  many  points  that 
there  was  hardly  any  branch  of  knowledge  which  would 
not  be  found  useful  to  him  at  some  time  or  other. 

Professor  Chapman  said :  Mr.  Chairman  and  gentlemen, 
I  am  delighted  to  be  here  this  evening,  and  particularly 
because  of  the  interest  which  the  accountants  of  Man- 
chester took  in  the  movement  for  the  establishment  of  the 
Faculty  of  Commerce,  particularly  my  friend  Mr.  Gillies, 
who  devoted  himself  unsparingly  to  assisting  us  in  the 
initial  stages. 

Let  me  say  at  the  outset  that  my  attitude  is  not  one  of 
dogmatism  in  respect  of  this  matter — that  of  the  Higher 
Education  for  business.  I  have  held  from  the  beginning 
that  the  right  course  can  only  be  discovered  through  the 
interchange  of  views  between  people  engaged  in  teaching 
in  the  Universities  and  business  people.  The  policy  of  the 
University  of  Manchester  from  the  beginning  of  this  move- 
ment has  been,  not  to  offer  to  the  surrounding  community 
a  cut-and-dried  scheme,  but  to  be  prepared  to  adapt  its 
teaching  to  the  need  of  its  environment.  We  are  pursuing 
that  policy  now.  There  is  in  connection  with  the  Faculty 
of  Commerce  an  Advisory  Committee,  representative  of 
many  businesses,  which  discusses  questions  of  policy  and 
curriculum.  Through  proceeding  in  this  way,  ultimately 
we  ought  to  achieve  the  ideal. 

My  lecture  this  evening  wUl  be  historical,  comparative, 
and  analytical,  as  far  as  a  short  lecture  can  be — that  is,  I 
shall  try  very  briefly  to  sketch  the  history  of  the  move- 
ment for  Higher  Commercial  Education,  to  describe  what 
is  being  done  in  different  countries,  and  then  to  approach 
in  a  critical  frame  of  mind  the  question  of  what  the  nature 
of  that  training  should  t>c. 

But  let  me  first  say  an  introductory  word  as  to  the 
special  interest  which  this  question  ought  to  have  for 
accountants.  I  think  there  are  mainly  three  reasons  for 
which  a  higher  educaticni  for  business  should  be  of 
peculiar  interest  to  accountants.  Firstly,  because  an 
accountant's  profession  is  the  most  general  of  all  profes- 
sions, as  your  President  has  reminded  you.  No  man  of 
commerce  needs  a  wider  knowledge  of  business  in  its 
varieties,  methods,  and  changes  than  the  accountant,  whose 
v/ork  is  co-extensive  with  the  economic  field.  Secondly, 
the  accountant's  function  is  one  of  the  most  specialised, 
as  well  as  one  of  the  most  general.  The  science  of  figures 
is  become  exceedingly  exact.  I  think  it  is  not  going  too  far 
to  say  that  accountancy  is  now  a  subject  in  which 
scientific  research  may  be  conducted.  It  is  a  new, 
growing  science,  concerned  with  the  statement  iiy^gures 
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of  the  economic  position  of  businesses.  I  think  the 
accountant  will  bear  me  out  that  accounting  is  now  only 
in  its  infancy,  and  that  a  very  great  deal  more  in  the  way 
of  scie(ntific  measurement  of  the  economic  state  of  busi- 
nesses  has  to  be  done  in  the  future  than  is  done  to-day. 
As  the  physiologist  to-day  is  trying  to  measure  vital  forces 
quantitively  by  means  of  pulse-tracings  and  brain- 
tracings,  so  is  the  accountant  trying  to  reflect  in  accounts 
the  vital  state  of  business  organisms.  The  problem  of  the 
latter  is  not  yet  completely  solved.  Thirdly,  the  account- 
ant is  a  doctor,  and,  while  it  is  desirable  that  every 
member  of  the  commimity  should  know  something  of 
physiology  and  anatomy,  it  is  particularly  desirable  for 
the  doctor  to  have  that  knowledge.  Commercial 
•  science  is  the  physiology  and  anatomy  of  the  business 
doctor.  Economics,  accounting,  and  statistics  at  the 
present  time  all  more  or  less  run  into  one  another. 
Accounts  are  attempts  to  measure  economic  forces,  and  a 
study  of  economic  forces,  I  should  submit,  will 
undoubtedly  be  of  assistance  to  the  man  who  is  working 
out  the  most  suitable  forms  of  accounts  for  different 
purposes. 

So  much  by  way  of  suggestion  as  to  the  special  appeal 
that  University  education  for  business  should  make  to  the 
accounting  profession. 

Now  I  will  say  a  few  words  as  to  the  history  of  this 
movement  for  higher  commercial  education.  It  began, 
broadly  speaking,  a  dozen  years  ago  in  this  country ; 
and  the  demand  for  some  higher  preparation  for  business, 
corresponding  to  the  training  for  industry  that  is  provided 
in  schools  of  technology,  was  met  with  a  promptitude 
which  is  not  commonly  regarded  as  characteristic  of  the 
English. 

An  important  conference  was  held  by  the  Society 
of  Arts  in  1897.  The  next  year  a  conference  was  held  by 
the  London  Chamber  of  Commerce.  That  conference 
reported  strongly  in  favour  of  the  establishment,  in 
London,  at  any  rate,  of  what  was  in  fact  a  Commercial 
University.  A  Committee  of  the  London  County  Council, 
meeting  the  next  year,  reported  equally  favourably.  In 
1900  several  meetings  were  held  by  various  Chambers  of 
CommeiK>e  in  this  country  and  in  Scotland.  There  was  a 
diversity  in  the  recommendations  of  the  several  confer- 
ences, but  the  general  tenor  of  all  the  recommendations 
was  that  the  time  had  come  for  creating  institutions  which 
would  do  for  business  what  the  School  of  Technology  had 
done  for  industry.  The  march  of  science  was  drawing 
nigh  to  business  or  commerce  proi>or.  There  was  a  time 
when  no  active  pursuits  necessarily  implied  a  scientific 
training.  The  doctor  was  apprenticed  to  another  doctor  to 
learn  the  craft  or  mystery  of  doctoring.  Science  seized 
the  business,  we  will  call  it,  of  the  medical  profession. 


and  transformed  it  into  a  profession.  The  time  came  when 
the  doctor  was  expected  to  study  scientifically  the  human 
organism  in  its  form  and  functions.  It  was  considered 
necessafry  that  he  should  receive  a  strictly  scientific 
groundwork  before  he  practised  upoik  his  patients.  As  to 
law,  increasing  numbers  of  lawyers  are  passing  through 
faculties  of  law.  Recently  it  was  generally  recognised  that 
education  beyond  that  which  is  received  in  schools  would 
be  desirable  for  people  working  in  the  industries,  and 
technical  schools  and  polytechnics  were  established. 
Mistakes  were  made  at  first.  That  was  only  to  be 
expected.  The  training  first  conceived  was  a  training 
which  tended  rather  to  turn  out  the  workman  in  the  form 
of  a  finished  machine,  and  not  primarily  to  teach  the  work- 
man to  think  about  the  problems  with  which  he  would  be 
confronted  in  the  workshop,  or  at  any  rate  to  teach  the 
I  man  at  the  head  of  affairs  to  think  in  the  workshop.  Of 
,  course,  men  taught  themselves  to  think  in  the  industries, 
and  many  men  received  a  higher  training  and  applied  the 
intellectual  habits  which  they  had  acquired  to  a  new  set 
'  of  problems.  There  followed  a  period  of  dissatisfaction 
I  and  reaction,  and  as  a  result,  in  this  city,  for  instance,  in 
I  the  place  of  the  technical  schools  we  obtained  the  School 
of  Technology,  which  represents  an  altogether  higher 
ideal.  In  schools  of  technology  the  problems  of  the 
technical  methods  pursued  in  industries  are  taken  as  the 
data  for  scientific  work.  In  Manchester,  I  am  delighted 
to  say,  the  School  of  Technology  is  a  part  of  the 
University. 

I  So  far  the  movement  was  highly  satisfactory.  The  march 
of  science  had  covered  industries  more  or  less  adequately, 
but  business  was  left  out.  Then  at  the  end  of  the 
I  nineteenth  century  there  appeared  in  this  country,  in 
i  Germany,  in  Belgium,  and  the  United  States  the  demand 
I  tor  a  Faculty  corresponding  to  the  Faculty  of  Medicine. 

'      We  will  now  consider  how  this  demand  was  met.     Of 
I  course,  the  demand  being  so  new,  the  response  has  not 
yet  been  large.     The  London  School  of  Economics  was 
'  established  in  1894,  but  it  was  not  until  two  or  three  years 
'  ago  that  the  course  led  up  to  a  degree.    It  now  leads  up  to 
:  the  B.Sc.  in  the  London  University.    In  effect,  the  London 
School  of  Economics  is  a  Faculty  of  Commerce  to  the 
University  in  London,  but  it  has  borrowed  the  old  designa- 
tion instead  of  inventing  a  new  title  for  itself.    Economics 
is  not  the  only  subject  that  is  studied  in  the  School  of 
Economics — not  the  only  subject  which  has  a  place  in  the 
curriculum    leading    up    to    the    B.Sc.    in    economics. 
!  Accounting  and  many  special  business  subjects  have  a 
place. 

I  Owens  College,  in  1899,  ^oo^  *  half-step  forward  and 
instituted  higher  commercial  certificates.  In  1903  it  went 
still  further,  and  established  a  curriculum  specialised  for 
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the  needs  of  busmess  men,  upon  which  a  degree  should 
be  given ;  and  I  am  happy  to  say  that  it  followed  the 
example  set  by  Birmingham  in  1900,  and  decided  upon  a 
degxee  of  B.Com.  The  new  title  corresponds  to  LL.B., 
B.Mus.,  B.Sc,  M.B.,  B.D.,  B.A.,  and  B.Sc.Tech.  in  the 
oihex  faculties. 

I^t  me  remind  you  that  there  is  nothing  in  the  least 
degree  inferior  (I  do  not  know  that  it  is  necessary  to  say  it 
even)  in  the  new  degree  of  B.Com.  Its  status  in  the 
University  is  absolutely  the  same  as  the  status  of  every 
other  degree.  We  merely,  in  selecting  that  title,  gave  voice 
to  our  convictions  that  it  is  possible  to  haiw  in  a 
University  a  specialised  training  for  business.  We  con- 
sidered that  it  was  misleading  therefore  to  give  another 
title—the  title  of  B.A.,  for  instance— unless,  of  course, 
the  University  used  B.A.  for  everything,  and  possibly  it 
is  the  wisest  thing  to  do.  That  is  what  is  done  by  Oxford 
and  Cambridge. 

In  1905  Leeds  followed  virith  its  Faculty  of  Commerce. 
Liverpool  instituted  a  School  of  Commerce  in  1899,  but  it 
has  not  created  a  faculty.  Trinity  College,  Dublin,  took 
last  year  the  step  which  we  took  in  1899,  and  instituted 
higher  conmiercial  certificates.  Oxford,  in  1903,  instituted 
a  diploma  in  economics.  Cambridge  has  gone  further,  and 
instituted  a  tripos  in  economics  and  political  science.  A 
specialised  training  is  given  very  similar  to  ours,  though 
not  quite  so  technical. 

Though  we  have  done  much  we  have  not  done  nearly  so 
much  as  some  other  countries.  For  instance,  the  United 
States.  The  American  to-day  is  probably  the  boldest 
experimentalist  in  education  of  any  person  in  the  world. 
He  makes  mistakes,  but  he  corrects  them.  Probably  the 
rate  of  progress  in  the  United  States  in  educational  matters 
is  much  more  rapid  than  in  almost  any  other  country, 
with  the  exception,  perhaps,  of  Germany;  but  greater 
originality  is  shown  in  educational  matters  in  the  United 
States  than  in  Germany.  Th^  possess  magnificent 
Schools  of  Commerce,  and  have  done  a  good  deal  of 
University  pceparation  for  business.  Harvard,  for 
i&stanoe,  has  a  very  important  department.  How  large 
it  is  you  may  gather  from  the  fact  that  there  are  twelve 
instructors  in  economics  alone,  most  of  whom  are  well 
known,  many  of  whom  are  highly  distinguished.  Chicago 
has  a  faculty  which  is  little  smaller  than  that  of  Harvard. 
Pennsylvania  has  a  Faculty  of  Commerce  known  as  the 
Wharton  School  of  Finance,  which  contains  twenty-one 
teachers  of  economics  and  special  business  subjects.  The 
University  of  Wisconsin  has  nine  such  instructors.  The 
University  instruction  for  business  is  on  a  more 
magnificent  scale  in  the  United  States  than  here,  and  I 
should  attribute  that  mainly  to  two  influences— one  the 
boldness  of  the  American  educationists,  who  are  pxepared 


to  try  almost  any  idea  and  aie  xkot  afraid  to  spend  money 
on  their  ventures;  and,  secondly,  on  the  (^en-minded 
attitude  of  the  American  business  man.  He  is  always 
looking  for  new  ideas — ^a  University-trained  man  is  a  new 
idea,  and  he  is  zeady  to  try  the  University-trained  man. 
In  the  United  States,  in  consequence,  such  a  man  has 
veiy  little  difficulty  in  getting  a  start.  It  is  the  response 
made  by  the  business  world  to  this  movement  on  the  part 
of  the  Universities ;  it  is  their  readiness  to  try  new  plans 
which  laxgely  accounts  for  the  enormous  step  forward  that 
has  been  taken  in  the  last  few  years.  In  the  University 
of  Manchester  the  Faculty  of  Commerce  has  been  insti- 
tuted two  years,  and  we  have  thirty-one  students  reading 
for  degrees  in  commerce.  In  the  Universities  in  America 
to  which  I  have  referred  the  students  are  numbered  by 
hundzeds. 

Next  let  us  glance  across  the  Channel.  Fraxkce,  years 
ago,  started  a  number  of  commercial  schools  which  did 
good  pioneer  work,  and  prepazed  business  people  for  this 
conception  of  training  for  business.  However,  they  were 
only  schools,  and,  in  my  opinion,  they  began  the 
specialised  training  too  early.  In  ^educational  matters  I 
believe  in  a  broad  training  up  to  the  age  of  16  or  17  in 
the  ordinary  school  subjects,  especially  those  which  make 
boys  really  think.  Belgium  went  a  little  further  with  its 
Higher  School  of  Commerce,  founded  as  a  result  of  the 
International  Exhibition  held  in  England  in  1851.  "A 
prophetic  idea,"  Professor  Sadler  called  it.  The  idea  was 
that  young  men,  after  leaving  school,  should  go  for  two 
years  through  a  specialised  course  of  technical  business 
subjects.  It  did  more  than  people  were  prepared  for  at 
that  time ;  it  does  less  than  the  public  is  demanding  now. 
From  a  study  of  the  curriculum  at  Antwerp  I  should  judge 
that  the  training  is  more  technical  than  I  should  consider 
desirable;  much  of  it  is  too  technical  to  be  regarded  as 
University  teaching.  The  time  was  not  ripe  for  a  Com- 
mercial University  Faculty.  The  people  of  Antwerp  did 
what  could  be  done  at  the  time ;  in  fact,  more  than  people 
were  ready  to  understand.  Some  years  they  had  a 
difficulty  in  getting  students;  now  the  numbers  are  con- 
siderable. Thexe,  as  in  Manchester,  the  management  is 
shared  between  the  teaching  members  of  the  Institute  and 
a  committee  of  Antwerp  business  men. 

The  most  advanced  institutions  founded  abroad  recently 
are  in  Germany.  Gennany  and  the  United  States  lead  the 
van.  Germany  has  instituted  four  Commercial  Univer- 
sities, as  they  must  be  correctly  termed.  They  are  not 
commercial  schools,  like  the  commercial  schools  of 
France.  One  is  at  Cologne,  another  at  Leipsic,  another  at 
Aachen,  and  the  fourth  at  Frankfort.  Those  of  Cologne 
and  Leipsic  are  the  biggest^  Broadly  speaking,  the  dis- 
tinction  between  the  German  Imd  American  experiments 
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is  that  the  Higher  School  of  Commerce  in  the  United 
States  is  connected  with  the  Universities.  It  is  a  new 
wing,  so  to  speak,  built  on  to  the  old  University ;  whereas 
in  Germany,  for  certain  reasons,  Commercial  Universities 
(Handelshochschulen)  have  been  established  as  entirely  new 
institutions.  The  American  model  is  the  best,  I  feel  no 
doubt.  It  is  the  Americsui  method  that  is  being  pursued  in 
this  country,  for  a  variety  of  reasons.  One  is  that  the 
expense  is  less;  the  teaching  provided  in  the  other 
faculties  can  be  drawn  upon.  If  the  institution  for  higher 
commercial  training  is  independent  it  is  necessary  to  have 
a  good  deal  of  duplication.  We  have  additional 
laboratories  and  more  teaching  of  technological  subjects. 
Another  reason  is  that  the  new  faculty  shares  in  the 
tradition  of  the  University  with  which  it  is  connected. 

This  completes  my  historical  and  comparative  review, 
and  now  a  few  words  must  be  said  about  the  character  of 
the  teaching  in  a  Faculty  of  Commerce,  and  what  is  being 
done  in  Manchester.  Firstly,  we  will  ask  the  question, 
What  should  be  the  general  nature  of  the  education  given 
in  the  Faculty  of  Commerce?  Broadly  regarded,  it  may  be 
said  that  the  commercial  man  requires  instruction  in  busi> 
ness  instruments,  business  technique,  and  business 
science.  By  business  instruments  I  mean  languages,  for 
instance,  shorthand,  and  typewriting ;  but  I  protest 
emphatically  against  languages,  shorthand,  and  type- 
writing being  regarded  as  the  kernel  of  the  University 
training  for  business.  Languages,  shorthand,  and  the 
other  instruments  of  business  are  merely  instruments  in 
the  hands  of  the  business  man — instruments  by  which  he 
acquires  knowledge.  As  Professor  Ashley  put  it,  "A  busi- 
"ness  man  is  none  the  better  ofi  if  he  can  make  bad 
"bargains  in  three  languages  instead  of  in  one." 

Business  Technique— ^he  method  in  which  business  is 
carried  on — is  not  of  the  kernel,  I  think,  of  higher  educa- 
tion for  business.  The  method  of  the  gardener  is  not  the 
science  of  botany,  and  the  method  and  order  in  the  busi- 
ness office  is  not  the  science  of  commerce.  Generally,  I 
think,  a  man  learns  technique  best  from  his  actual 
experience.  Technique  changes  so  rapidly  that  there  is 
always  a  fear  that  technique  taught  in  educational  insti- 
tutions will  become  obsolete.  I  think  America  made  a 
serious  mistake  when  it  established  its  toy  counting- 
houses,  in  which  little  boys  were  taught  to  "  bull "  and 
"  bear  "  stocks,  and  to  win  and  lose  fortunes  in  counters. 

Then  we  come  to  Business  Science.  By  business 
science  I  mean,  firstly,  the  science  of  economics,  as  laid 
down  in  this  country  by  Adam  Smith,  Ricardo,  and  Mill, 
and  developed  since — the  science  which  sets  out  not  to 
answer  the  question,  "  How  is  this  or  that  done?  "  but, 
''Why  does  this  or  that  happen?  "  It  seems  to  me  business 
science  should  be  the  central  subject  for  study,  and  upon 
oad  basis  of  business  science  should  be  btdlt  instruc- 


tion in  the  science  of  statistics,  and  the  study  of  special 
economic  subjects,  such  as  foreign  trade,  or  particular 
industries,  or  the  profession  of  banking,  and  so  forth. 
Firstly,  the  broad  basis  of  economics ;  and,  secondly,  the 
specialised  study  of  the  economic  question,  the  broad  ques- 
tion of  business  managing  and  policy  which  arises  in  the 
different  businesses.  A  man  should  select  his  special 
study  according  to  the  bu.siness  that  he  proposes  enter- 
ing afterwards.  If  he  is  going  to  be  an  accountant  he  would 
take  as  his  special  study  accounting.  All  students  in  the 
Faculty  of  Commerce  here  are  required  to  do  some 
accounting,  and  in  addition  a  certain  amount  of  the  general 
principles  of  commercial  law.  Students  who  propose  to 
enter  an  industry  should  take  also  some  technological 
subject  or  science,  dyeing,  for  instance,  or  engineering. 
In  addition  every  B.Com.  should  know  something  of 
languages ;  but  his  teaching  in  any  language  should  be 
different  from  the  teaching  which  the  University  man 
receives,  if  he  takes  modern  languages  as  his  subject.  If 
he  takes  modern  languages  as  his  subject  his  aim  is  to  deal 
with  languages  as  the  botanist  deals  with  plant  life,  to 
study  it  as  data  in  a  scientific  way.  A  business  man  does 
not  require  to  study  languages  in  a  scientific  way.  He 
wants  to  use  languages  as  instruments;  to  acquire 
languages  so  that  he  can.  read  trade  reports  in  French, 
German,  and  Spanish,  and  write  a  letter  in  those 
languages,  and  express  himself  clearly,  if  ungram- 
matically. It  may,  indeed,  be  said  that  languages  are  more 
necessary  for  the  business  man  than  for  the  doctor,  but 
they  are  not  a  more  essential  part  of  his  training.  They 
are  more  important  instruments,  because  in  these  days 
the  world-wide  commercial  business  man  must  study  a 
good  deal  which  is  written  only  in  the  languages  of  other 
countries.  Languages  to  the  business  man  are  what  the 
surgeon's  knife  is  to  the  surgeon.  A  knowledge  of  the 
surgeon's  method  of  using  the  surgeon's  knife  is  neces- 
sary for  a  man  training  to  be  a  surgeon.  I<  is  not  an 
essential  part  of  his  scientific  grounding,  however. 

There  are  two  questions,  in  conclusion,  to  which  I 
should  like  to  address  myself.  The  first  is  the  question  of 
what  place  the  business  man  should  have  as  an  instructor 
in  a  Faculty  of  Commerce.  The  second  question  is.  At 
what  time  should  the  instruction  be  given?  In  my 
opinion  it  would  be  desirable  to  model  the  teaching  in  the 
Faculty  of  Commerce  generally  on  the  teaching  which  is 
given  in  the  Faculty  of  Medicine  or  the  Faculty  of  Law. 
In  the  Faculty  of  Law  and  the  Faculty  of  Medicine  the 
teaching  is  shared  by  scientific  teachers,  who  have  given 
the  whole  of  their  time  to  University  instructitm,  and 
practising  doctors  and  lawyers.  If  practicable,  it  would 
be  desirable  to  have  the  same  arrangement  in  the  Faculty 
of  Commerce.  The  teaching  for  the  specialised  subjects 
should  be  shared,  as  fax  as  possible,  by  the  man  who  has 
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had  actual  experience  and  the  man  who  does  his  work  in 
the  study.  That  is  the  method  pursued  in  the  Faculty 
of  Medicine  and  Law.  It  is  the  method  we  are  trying  to 
pursue,  and  with  considerable  success,  I  think,  in  the 
Faculty  of  Commerce.  The  course  of  banking  is  shared 
between  one  of  the  lecturers  and  a  Manchester  bank 
manager,  who  lectures  on  practical  banking.  The  advan- 
tage of  that  method  is  twofold.  The  teacher  of 
economics  is  prevented  from  being  too  abstract — he  is  kept 
in  contact,  through  his  practical  colleagues,  with  the 
affairs  of  the  world.  The  academic  part  of  the  teaching 
prevents  the  student  from  becoming  too  technical,  and 
getting  up  his  subject,  so  to  speak,  in  the  form  of  "tips." 
I  need  not  say  that  by  the  study  of  abstract  problems  a 
man  is  given  a  more  elastic  mind,  and  ultimately  is 
rendered  more  capable  of  dealing  with  the  purely  practical 
question. 

In  accounting  we  have  special  arrangements.  In  the 
opinion  of  the  Faculty  it  is  so  important  a  subject  that  a 
general  knowledge  of  accounting  is  made  a  compulsory 
subject.  Everybody  has  to  study  it  up  to  a  certain  stage. 
Accounting  may  also  be  taken  as  a  special  subject  for  the 
degree — ^there  is  a  distinction  between  general  subjects 
of  study  and  special  subjects.  A  man  chooses  his  special 
subjects  according  to  the  profession  he  proposes  to  enter. 
As  regards  the  special  subject  of  accounting,  we  have 
decided,  and,  I  think,  very  wisely,  upon  a  short  special 
course  given  by  an  accountant,  leading  up  to  an  examina- 
tion which  will  cover  the  practical  experience  which  is 
obtained  in  an  accountant's  office.  Nobody  can  acquire 
the  requisite  knowledge  of  the  special  subject  of  account- 
ancy for  the  B.Com.  degree  unless  he  has  done  work  in  an 
accountant's  office.  Work  done  in  an  accountant's  office 
is  leoognised  as  part  of  his  work.  In  other  words,  the 
accountant's  office  is  for  this  purpose  to  be  recognised  as 
a  laboratoty.  That  method  may  be  applied  later  on  to 
other  subjects. 

The  other  question  is,  When  should  the  teaching  be 
given?  At  Manchester  (as  in  London)  the  teaching  is 
given  both  in  the  day  and  in  the  evening,  and  both  may 
terminate  in  the  degree  of  B.Com.  I  do  not  think  we 
oeed  discuss  here  whether  it  is  desirable  that  degrees 
should  be  given  generally  on  evening  work,  but  that  it  is 
desirable  for  the  degree  to  be  given  on  work  done  in  the 
evening  (xily  by  the  Faculty  of  Commerce  I  feel  not  the 
slightest  doubt.  And  observe  that  the  student  is  engaged 
vith  economic  problems  in  the  office  during  the  day,  and 
90,  in  sonke  way,  at  any  rate,  the  office  experience  may  be 
regarded  as  similar  to  the  laboratory  experience  of  the 
scientific  student.  We  are  giving  the  B.Com.  on  evening 
work  as  well  as  on  day  work.  In  Manchester  the  number 
of  evening  students  is  some^at  slightly  in  excess  of  the 


number  of  day  students.  I  hope  that  we  shall  have 
students  of  both  kinds,  and  students  of  an  intermediate 
kind,  whom  I  particularly  welcome.  That  is,  students 
who  come  straight  from  school  and  give  a  full  year,  or 
two  years,  to  their  University  work,  and  then  complete 
their  course  in  the  evening  after  entering  business,  so  as 
to  make  a  good  start  with  their  general  University  subjects 
before  entering  upon  business.  As  these  elastic  arrange- 
ments have  been  made  here,  it  is  somewhat  beside  the 
question  to  discuss  whether  it  is  desirable  for  a  man  to 
put  off  his  entry  into  business  to  a  later  age  than  is  usual. 
I  know  large  numbers  of  business  people  think  that  the 
man  who  comes  from  school  to  the  University,  and  then 
goes  to  business,  is  rather  old  to  learn,  business  habits ; 
that  he  is  in  many  cases  unable  to  string  himself  up  to  the 
degree  of  attention  to  business  detail  that  is  required  in 
the  office.  That  is  not  my  view.  If  the  old  University 
training  had  that  effect  it  does  not  follow  that  the 
specialised  University  training  will  have  that  effect,  but  I 
think  that  upon  this  question  I  am  perfectly  unmoved  and 
impenitent.  I  think  that  for  very  many  people  the  best 
course  to  t)ursue  is  to  go  to  the  University  and  then  enter 
business.  Many  cannot  do  it.  Many  do  not  think  it  is 
desirable  to  do  it.  There  is  a  difference  of  opinion,  so  it 
is  a  question  upon  which  one  cannot  dogmatise.  But  to 
meet  the  views  of  those  who  think  that  the  entry  into 
business  should  not  be  so  long  delayed,  and  the  circum- 
stances 6f  others,  we  have  in  Manchester  this  elastic 
arrangement,  by  which  a  man  may  give  a  year  or  two  to 
University  work  before  entering  business,  or  give  only  his 
time  in  an  evening,  or  time  got  off  from  the  office  during 
the  day,  to  the  University  work.  All  classes  of  students 
are  treated'  without  discrimination.  The  same  regulations 
apply  to  all ;  all  proceed  equally  to  the  degree. 

In  conclusion,  let  me  say  this,  that  as  regards  the 
arrangements  for  the  M.Com.  degree  in  Manchester,  I 
think  we  have  taken  another  desirable  step  in  advance  in 
imitation  of  the  Ph.  degree  in  Germany.  A  dissertation 
is  required.  There  is  no  examination,  except  on  the 
thesis,  which  nuiy  or  may  not  be  held.  The  student,  after 
getting  his  B.Com.,  is  supposed  to  prepare  a  dissertation — 
some  specialised  piece  of  work  on  something  connected 
with  business ;  some  economic,  accounting,  or  specialised 
business  question — ^and  on  the  origixiality  and  capacity 
shown  in  the  preparation  of  such  a  dissertation  the 
M.Com.  will  be  awarded.    (Applause.) 


Mr.  Alfred  Nixon,  F.C.A.,  In  moving  a  vote  of  thanks 
to  the  lecturer,  said  it  was  just  another  instance  of  the 
devotion  that  he  had  given  to  the  Faculty  of  Com- 
merce. He  remembered  the  time  before  Professor  Chap- 
man came  to  Manchester,  how  there  was  a  crying  need 
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for  a  better  oxganised  system  of  commercial  education. 
They  had  got  the  ri^ht  man  in  Professor  Chapman.  Few 
knew  how  he  had  devoted  himself  to  the  work.  He  could 
assure  the  Professor  that  nearly  all  accountant  students 
were  ambitious  young  men,  and  they  would  greatly  like 
the  B.Com.  He  thought  it  would  be  wise  to  consider 
whether  the  PieUminary  Examination  should  not  be  taken 
as  an  equivalent  for  the  Matriculation  Examination  of  the 
University.  That,  he  thought,  would  be  a  move  in  the 
right  direction.    One  examination  would  do  for  both. 

Mr.  Alfred  Wood,  A.C.A.»  in  seconding  the  vote  of 
thanks  as  a  member  of  the  junior  Society,  said  that  the  chief 
reason  why  so  few  members,  comparatively,  of  their 
Society  had  taken  up  the  course  in  the  Faculty  of  Com- 
merce was  the  fact  that  some  of  them  had  to  be  away  on 
business  for  weeks  together,  and  could  not  fulfil  the 
obligations  required  for  the  degree.  There  was,  however, 
greater  interest  shown  by  the  students  than  would  appear 
to  be  the  case.  He  felt  a  personal  debt  of  gratitude  to  the 
Professor  in  coming  there  that  night  to  lecture  to  them, 
and  also  honoured  by  the  fact  that  he  was  educated  at  the 
same  school — ^the  Manchester  Grammar  School— where  the 
Professor  commenced  his  distinguished  career. 

The  lecturer  having  replied  to  the  vote  of  thanks,  pro- 
ceeded to  answer  questions  which  had  been  addressed  to 
him. 

Mr.  Brewis,  F.C.A.,  said  in  this  country  we  had  a  habdt 
of  taking  advantage  of  other  people's  experiments,  not 
only  in  educational  matters,  but  in  other  things,  and  he 
for  one  was  rather  glad  that  the  United  States  had  been 
so  bold  as  to  experiment  in  the  way  the  Professor  indi- 
cated, and  he  did  not  think  England  would  end  by  being 
second  to  either  the  United  States  or  Germany. 

Mr.  Carter,  F.C.A.,  said  the  chief  difficulty  that  occurred 
to  him  in  connection  with  the  degree  was  that  of  time. 
It  would  be  pretty  well  admitted,  he  thought,  that  those 
who  becMoe  articled  at  seventeen  years  of  age,  and  worked 
for  their  examination  for  five  years,  could  not  possibly  at 
the  same  time  enter  into  the  subjects  for  the  degree. 


petsonaL 


Messrs.  Maurice  Jbnks,  Nye  &  Co.,  Chartered  Accoun- 
tants, of  6  Old  Jewry,  London,  E.C.,  announce  that  they 
have  admitted  into  partnership  Mr.  John  Edward 
Percival,  A.C.A.,  who  has  been  in  their  employ  for 
upwards  of  eleven  years. 

Mr.  S.  Whitta  Thornton,  A.S.A.A.,  F.C.I.S., 
F.N. Z. A. A.,  Incorporated  Accountant,  has  disposed  of  his 
practice   in   Nelson,    N.Z.,    to    Mr.     W.    S.     Hampson, 


A.N.Z.A.A.,  and  entered  into  partnership  with  Messrs. 
Badham  &  Biss,  of  Christchurch  and  Wellington,  N.Z. 
The  style  of  the  new  firm  in  Christchurch  will  be  Badham, 
Biss,  Thornton  &  Co. 

Mr.  W.  Winder,  Chartered  Accountant,  of  15  Walbrook, 
London,  E.C.,  announces  that  the  partnership  hitherto 
existing  between  Mr.  Wenborn  and  himself  has  been 
dissolved  by  mutual  agreement.  He  has  entered  into  a 
fresh  partnership  with  Mr.  A.  E.  Davis,  which  will  be 
carried  on  from  the  old  address  under  the  style  of  Davis  & 
Winder. 


C^Mtuats* 


John  Herbert  Hackett,  A.C.A. 

We  regret  to  record  the  death  of  Mr.  John  Herbert 
Hackett,  Chartered  Accountant,  which  took  place  on  the 
loth  inst.  at  Moseley.  The  deceased  was  a  partner  with 
Messrs.  Howard  Smith,  Slocombe  &  Co.,  Chartered  Accoun- 
tants, Birmingham. 


flew  Vttles* 


Companies  (Winding-up)  Rules,  1903- 


Notice  is  hereby  given  that  the  following  draft  Rules 
have  been  prepared  under  the  Companies  (Winding-up) 
Act.  1890.  Copies  may  be  obtained  on  application  to  the 
Lord  Chancellor's  Office,  House  of  Lords:— 

(i)  If  the  petitioner,  or  his  solicitor,  does  not  within  the 
time  prescribed  by  Rule  27  of  the  Companies  (Winding-up) 
Rules.  1903,  or  within  such  extended  time  as  the  Registrar 
may  allow,  duly  advertise  the  petition  in  the  manner  pre- 
scribed by  the  said  rule,  the  appointment  of  the  time  and 
place  at  which  the  petition  is  to  be  heard  shall  be  cancelled 
by  the  Registrar,  and  the  petition  shall  be  removed  from 
the  file  in  the  Registrar's  Chambers,  unless  the  Judge  or 
the  Registrar  shall  otherwise  direct. 

This  rule  shall  be  read  as  one  of  the  Companies 
(Winding-up)  Rules,  1903,  and  shall  be  cited  in  the  txxly 
of  those  Rules  as  Rule  27A. 

(2)  The  following  words  shall  be  added  to  Rule  170  (2) 
of  the  Companies  (Winding-up)  Rules,  1903  : — 

Provided  that  the  Official  Receiver,  when  acting  as 
liquidator,  may,  without  taxation,  pay  and  allow  the  costs 
and  charges  of  any  other  person,  other  than  a  solicitor, 
employed  by  him,  where  such  costs  and  charges  are  within 
the  scale  usually  allowed  by  the  Court  and  do  not  exceed 
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the  sum  of  {p, :  provided  always  that  the  Board  of  Trade 
may  reqaire  s  jch  costs  or  charges  to  be  taxed  by  the  taxing 
officer. 

Lord  Chancellor's  Office, 
January  12  1906. 


failures  anb  Stlte  ot  Sale  in  Enolanb 
mt>  Males. 


According  to  Kemp's  Mercantile  Gaxette,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
daring  the  week  ending  Friday,  Feb.  i6th,  was  181,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  London  Gautte, 
86;  Deeds  of  Arrangement  registered.  95.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were  : 
Bankruptcies,  106 ;  Deeds  of  Arrangement,  98 — total,  204 ; 
being  a  decrease  of  23.  The  total  number  of  commercial 
failures  recorded  during  the  7  weeks  of  the  present  year  is 
1,169;  the  total  number  recorded  in  the  corresponding  7 
weeks  of  last  year  was  1,257,  showing  a  decrease  of  88. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
Feb.  i6th,  was  193.  The  number  in  the  corresponding  week 
of  last  year  was  207,  showing  a  decrease  of  14.  The  total 
number  filed  during  the  7  weeks  of  the  present  year  is 
1.073;  the  total  number  filed  in  the  corresponding  7  weeks 
of  last  year  was  1,165,  showing  a  decrease  of  92. 


Debentures. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week 
ending  Friday,  Feb.  i6th,  amounted  to  /994,426,  by  way 
of  addition  to  ^2,925, 504,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  £^1,154,368,  showing  a  decrease  of 
jfi59.942.  The  total  amount  registered  during  the  7 
weeks  of  the  present  year  was  jf8,828,996  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  ;f  14,615, 104  for  the  corresponding  7  weeks 
in  1905,  showing  a  decrease  of  jf 5,786, 108. 


Accountants*  Dinner.— The  annual  dinner  of  the  stafif 
of  Messrs.  E.  Layton  Bennett  &  Co.  took  place  at  the 
Holbom  Restaurant  on  Monday  evening,  the  19th  inst. 
The  chair  was  occupied  by  Mr.  E.  Layton  Bennett,  and  an 
admirable  programme  was  provided,  which  was  thoroughly 
appreciated  by  the  company  present,  numbering  35. 


The  Profession  in  Scotland. 


Obitttary. 


The  death  is  announced  as  having  taken  place  at 
London,  on  the  X3th  inst.,  of  Mr.  George  Fraser  Clark, 
C.A.  Mr.  Clark  became  a  member  of  the  Edinburgh 
Society  of  Accountants  in  1898. 


Institute  of  Ao€oiuit«iiti  and  Aetonriei  in  Glasgow. 


The  following  are  extracts  from  the  Annual  Report  of 
this  Society  :— 

The  Council  beg  to  submit  their  Annual  Rep^^rt. 

The  membership,  which  at  the  beginning  of  the  year 
stood  at  442,  had  increased  to  479  at  31st  December  1905. 
The  following  members  died  during  the  year: — viz.,  Mr. 
Louson  Walker  (Greenock)  and  Mr.  Archibald  Grierson 
(London). 

The  number  of  entrants  for  the  Preliminary  Examination 
was  13  greater  than  in  1904 ;  while,  for  the  Intermediate, 
the  number  was  lour  greater.  The  Final  brought  forward 
29  candidates  for  the  whole  examination,  and  38  for  one 
division  only,  as  compared  with  30  and  38  respectively  in 
1904,  being  a  decrease  of  one  in  the  total  entry.  The  two 
following  candidates  connected  with  the  Institute  passed 
with  distinction: — Mr.  Robert  Kyle  Thomson,  M.A.,  and 
Mr.  William  Ainslie  Walton.  In  accordance  with  a  reso- 
lution of  the  Council  each  of  these  gentlemen  received  a 
prize  of  ;^5  5s.,  which,  in  each  case,  was  taken  partially  in 
books.  Twenty-four  candidates,  having  produced  the 
necessary  leaving  certificates,  were  exempted  from  the 
Pieliminary  Examination,  as  compared  with  12  in  1904. 

The  tutorial  classes,  conductod  under  the  auspices  of  the 
Institute,  have  been  vigoruusly  carried  on  during  the 
Spring  and  Autumn  Sessions.  The  Council  would  take 
this  opportunity  of  reminding  members  of  the  importance 
of  these  classes,  and  of  the  desirability  of  their  calling 
the  attention  of  their  apprentices  to  the  advantages  to  be 
gained  by  attendance  thereat. 

The  question  of  the  restriction  of  the  number  of 
apprentices  to  two  per  member,  which  was  recommended 
by  a  majority  of  the  Joint  Committee  of  the  Chartered 
Accountants  of  the  United  Kingdom,  has  received  the 
attention  of  the  Council,  but  they  have  come  to  the  con- 
clusion that  it  would  be  inexpedient  to  impose  such^a 
restriction.  *^ 
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The  Jubilee  of  the  Institute  was  celebrafted  by  a  banquet, 
held  in  the  Grosvenor  Restaurant,  on  the  evening  of 
Wednesday,  15th  March,  the  fiftieth  anniversary  of  the 
signing  of  the  Royal  Charter  of  Incorporation.  The  Presi- 
dent, Mr.  Thomas  Jackson,  occupied  the  chair.  Those 
who  accepted  the  invitation  of  the  Institute  formed  a  large 
and  influential  company,  representative  not  only  of  the 
professional,  official,  and  commercial  life  of  Glasgow,  but 
also  of  the  kindred  Societies  of  Chartered  Accountants  of 
the  United  Kingdom.  An  account  of  the  banquet  and  a 
full  list  of  those  present  will  be  found  in  the  appendix  of 
the  "  History  of  Accounting  "  referred  to  below.  A  recep- 
tion, in  the  form  of  a  smoking  concert,  was  also  held  in 
the  same  place  on  the  Friday  evening  following,  the 
17th  of  March,  to  which  all  past  and  present  apprentices 


whose  names  were  then  on  the  books  of  the  Institute  were 
invited. 

The  occurrenoe  of  the  jubilees  of  the  two  senior  Scottish 
Societies  was  further  celebrated  by  the  publication  in 
June  1905  of  the  "  History  of  Accounting  and  Accountants." 
This  work,  which  has  been  most  favourably  noticed  in  the 
press,  was  edited  and  partly  written  by  Mr.  Richard 
Brown,  C.A.,  the  able  Secretary  of  the  Edinburgh  Society, 
and  contains  chapters  by  Mr.  Edward  Boyd,  C.A.(£din.), 
Mr.  J.  Row  Fogo,  C.A.  (Edin.),  Mr.  Joseph  Patrick, 
C.A.  (Glas.),  and  others.  It  was  produced,  in  two  editions 
(an  cdUioH  de  luxe  and  an  ordinary  edition),  under  the 
joint  auspices  of  the  three  Scottish  Societies.  A  copy  was 
supplied  to  each  member  of  the  Institute.  The  cost  has 
been  considerable,  but  the  Council  are  satisfied  that  good 


Income  and  Expenditure  Account  for  Year  ending  31st  December  1905. 


£57  "    5 


Ordinary  Expenditure. 

Expenses  of  Management — 

Salaries— Secretary,  Treasurer,  and  Auditor . . 

Law  Chartfes  ••        ••        ••        ••        ••        •• 

Printing,  Advertising,  Stationery 

Sundries  

JL«s  Proportion  of  Expenses  in 
connection  with  the  Joint  Com- 
mittee of  the  English,  Scottish, 
and  Irish  Chartered  Bodies, 
recovered 46    4    6 

Expenses  of  Examinations- 
Proportion  of  General  Examining  Board's  Ex- 
penses, payable  by  Glasgow  Institute 
Expenses  in  connection  with  Tutorial  Classes — 
Fees  paid  to  Lecturers,  and  other  Expenses  . . 
Deduct  Fees  received  from  Stu- 
dents          £591    3    o 

Ltss  Amount  applicable  to  next 
Session 30  i7    4 


Expense  of  Course  of  Lectures  during  Winter 
(proportion)     ..        ..    ,    --^  .•;  ^  *• 

Expenses  in  connection  with  Omcial  Directory. . 

Library- 
Paid  for  Magazines,  Re-binding  Books,  &c.    . . 

Government  Corporation  Duty       . .        . .        . . 

Expenses  in  connection  with  218  St.  Vincent  St.— 

Claries 

Fuel,  Lighting,  Cleaning,  Repairs,  &c 

Rates  and  Taxes       

losuruicc        

Depreciation— 
Heritable  Property- Depreciation  written  off 

value  of  Buildings,  viz.,  i  %  on  £9.183  5s-  2d. 
Furniture  and  Fittings— Depreciation  written 

off  value      . . 

Library -Depreciation  written  off  value,  viz., 

10  %  on  £r,345  os-  3d 


£     s    d 

260  10    o 

450 

94    I  " 


II    6  XX 


646  xa    6 


560    5    8 


149  10  o 

176    3  7 

126  15  o 

12  17  3 


91  16  8 
104  16  4 
124  xo    o 


£    s    d 


370    3  10 
127  13    9 


86    6  10 

18  3    4 
37  12     8 

39  14    4 

19  o    2 


465    5  10 


321      3     Q 

£1.475    3    9 


d 
6 

256    3    4 


Extraordinary  E.\f'is.NDiTL-KE.  £ 

Deficiency  of  Ordinary  Income  brought  down  . .        . .        . .      369 

Expenses  in  connection  with  Jubilee  Banquet  and  Reception 

{less  Amount  received  for  Tickets  Sold)  

Expenses  in  connection  with  Publication  of  Book,  *•  History 

of  Accounting "        ••   .     ••        ••    ,    ••   .     ;•.. 
Prizes  awarded  Five  Students  on  passing  tinal  Examination 

with  distinction        ^  •  • 

Contribution  to  Glasgow  Chartered  Accountants  Students' 

Society,  towards  cobl  of  publication  of  their  Transactions. . 

Outlay  on  account  of  New  Library  Catalogue 144    8  11 

Surplus  for  Year,  carried  to  Balance  Sheet       923  18  11 


302 
26 


2j      O     O 


£2,047  XO    O 


Ordinary  Incomk. 

Annual  Subscriptions—  £  s  d 
467  Me-nbers  at  21s.,  and  Arrears  collected, 

£3  ?s 493  10  o 

154  Associates  at  5s.,  and  Arrears  collected, 

los 39    o  o 

285  Apprentices  at  5s 71    o  o 


Apprenticeship  Dues 

Revenue  from  Heritable  Property- 
Rent  from  the  Institute  ot  Bankers  for  joint 

use  of  Premises 1200 

Rent  of  Hall  for  Mercantile  Law  Class          . .  55 

Hire  of  Hall  for  Meetings 32  16 

Rent  of  Stables         X2  10 

Rent  of  Rooms  as  Stores 60 

Dividends  and  Interest        

Deficiency  of  Ordinary  Income  carried  down    . . 


£     s    d 


603  10 
99  15 


176  XI 
335   18 

369    9 


£1.475    3    9 


Extraordinary  Incomb. 
39  'New  Nfembers  at  £32  los.  each      . , 


Entry  Money— 
Me 


Digitized  by 


Goo 


£2,047  xo    o 
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Balance  Sheet  as  at  31st  December  1905. 


Liabilities. 


Capital— 
As  at  31st  December  1904 
Surplus  Income  for  Year 


Annual  Subseriptions  paid  in  advance  . . 
Tutorial  Class  Fe^  paid  In  advance      . . 


s    d 


s    d 


24.015  15    3 
923  18  II 


24.939  '4 
5    5 


30  17    4 


Assets.  £      s    d 

Heritable  Property- 
Purchase  Price  of  Subjects,  218  St.  Vincent 

Street,  as  at  3iRt  December  1898      . .        . .   9,578  14    5 
Cost  of  Alterations,  as  at  31st  December  190X  4.981    4    9 

L/55  Depreciation  on  Estimated  14.55919    2 

Value  of  Buildings — 
Written  ofl  to  31  Dec.  1904   £376  14    o 
For  Year  ending   31   Dec. 
1905,  at  1%  on  £9,183  5s.  2d.       91  16    8 


8    d 


Furniture  and  Fitting! 
Amount  thereof  as  a 
Amount  paid  during  Vear 


Amount  thereof  as  at  ^ist  December  1904 
Yej 


Ltss  Depreciation 

Library- 
Books,  as  at  31st  December  1904 
Amount  paid  during  year  for  Books 


466  10  8 

1,623  16  7 

67  II  8 

1,691  8  3 

104  16  4 


14,091    8    6 


1,586  IX   IX 


x,o77    0 
168    o 


1.245    o    3 
Less  Depreciation  at  10% 124  10    o 


£24,975  16    6 


Stocks  and  Shares  at  Cost— 

£620  North  British  Railway  Company  4% 
Preference  Stock  No.  2  822    o    2 

£i,2o«  North  British  Railway  Company  3% 
Lien  Stock 1,152    i    3 

£300  Glasgow  and  South-Western  Railway 
Company  4%  Preference  Stock  No.  2         . .      391     3    3 

£200  Glasgow  and  South-Western  Railway 
Company  4%  Debenture  Stock         . .         . .      285    6    1 

£625  Highland  Railway  Company  4^%  Pre- 
ference Stock 901  16    5 

£1,150  Caledonian  Railway  Company  4%  De- 
benture Stock       1,498    2    7 

£800  Caledonian  Railway  Company  No.  x 
Annuities  Stock 1,00715    3 

£1,500  Glasgow  Corporation  3}%  Irredeem- 
able Stock 1,670    o    6 

Cash  Balances — 
In  Union  Bank  of  Scotland,  Lhn.— 

On  Deposit  Account 350    o    o 

On  Current  Account 88    3    8 


1,120  10    3 


7,728    5    6 


In  bands  of  Treasurer 


438    3    8 
10  16    8 


449    o    4 
£24.975  16    6 


T.  A.  Craig,  C.A.,  Treasurer. 


Glasgow,  nth  January  1906.— Examined  and  found  correct. 

John  Wil.son,  C.A.,  Auditor. 


value  has  been  obtained.  The  work  is  one  which  worthily 
represents  the  profession,  and  permanently  marks  an 
important  stage  in  its  development. 

On  the  occasion  of  the  jubilee,  Mr.  Jackson  presented 
the  Institute  with  a  handsome  badge  of  office,  to  be  worn 
by  the  President  for  the  time  being.  The  badge  is  of 
i8-carat  gold,  richly  chased  and  engraved,  having  on  the 
one  side  the  seal  of  the  Institute,  and  on  the  other  the 
names  of  the  Past-Presidents. 

The  Library  Committee  have  devoted  a  great  deal  of 
time  during  the  year  to  the  interests  of  the  library,  and  a 
Report  by  them  is  submitted  herewith  for  the  information 
of  the  members.  The  preparation  of  the  new  catalogue 
ha;  proved  a  more  arduous  task  than  was  at  first  antici- 
pated. The  portion  of  it  to  the  letter  "  H  "  is  now  com- 
pleted, and  of  the  remainder  proofs  are  being  dealt  with  as 
rapidly  as  possible. 


A  short  course  of  lectures  was  delivered  in  the  early  part 
of  the  year,  under  the  joint  auspices  of  the  Bankers* 
Institute  and  the  Chartered  bodies — two  lectures  by  Mr. 
Allan  M'Neil,  solicitor.  Bank  of  Scotland,  Edinburgh,  on 
"Bills  of  Exchange,"  and  two  by  Mr.  Hugh  P.  Macmillan, 
advocate,  Edinburgh,  on  the  "Law  of  Partnership."  The 
lectures  were  delivered  in  Edinburgh,  Glasgow,  and 
Dundee,  and  were  well  attended. 

The  proposal  for  the  formation  of  a  Benevolent  Fund 
has  received  the  most  careful  consideration  of  the  Council, 
and  in  accordance  with  a  report  submitted  by  a  Sub-Com- 
mittee which  went  very  fully  into  the  whole  matter,  they 
have  agreed  to  recommend  that  a  Benevolent  Fund  be 
established  for  the  purpose  of  granting  aid  to  decayed  and 
infirm  members,  or  to  the  widows  and  dependents  of 
deceased  members  ;  tha*  the  fund  be  maintained  by  volun- 
tary annual  subscriptions,  with  the  accession  of  donations 
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and  legacies,  and  that  it  be  kept  and  administered  quite 
apart  from  the  Institute,  with  separate  office-bearers. 

The  question  of  the  preparation  of  a  table  of  fees  is 
engaging;  the  attention  of  the  Council,  and  they  hope  to 
submit  a  proposal  to  the  members  before  long. 

Abstracts  of  the  Treasurer's  Accounts  are  appended 
hereto,  showing  a  surplus  income  for  the  year  of 
^^923  z8s.  I  id.,  which  has  been  added  to  the  capital. 

On  24th  November  1905  the  Secretary,  Mr.  Alexander 
Sloan,  was  presented  with  his  portrait,  painted  in  oils  by 
Mr.  Alexander  Roche,  R.S.A.,  Edinburgh,  and  subscribed 
for  by  members  of  the  Institute,  as  a  token  of  respect  and 
esteem.  A  replica  of  the  portrait  is  to  be  presented  to  the 
Institute  and  hung  in  the  hall. 

Mr.  Jackson,  having  occupied  the  office  of  President  for 
three  years,  retires  at  this  time,  in  accordance  with  the 
usual  custom,  and  the  Council  recommend  the  election  of 
Mr.  John  Mann,  Senr.,  as  his  successor. 

The  members  of  Council  who  fall  to  retire  at  this  time 
are  Messrs.  George  A.  Cadell,  Andrew  S.  M'Clelland,  and 
D.  Johnstone  Smith.  In  terms  of  the  constitution  they  are 
QOt  eligible  for  re-election  until  the  expiry  of  another  year. 
The  vacancies  caused  by  the  retirement  of  these  gentlemen 
and  of  that  caused  by  the  election  of  Mr.  Marni  to  the 
Presidency  fall  to  be  filled  up  in  terms  of  the  rules. 

The  Council  recommend  the  election  of  the  following 
gentlemen  to  fill  the  vacancies: — viz.,  Messrs.  Thomas 
Jackson,  Robert  Carswell,  Robert  M.  Maclay,  and 
Alexander  D.  Deas. 

In  terms  of  the  joint  agreement,  live  members  fall  to  be 
elected  at  the  annual  general  meeting  to  represent  the 
Institute  on  the  General  Examining  Board.  The  present 
representatives,  in  addition  to  the  President  ex-officio,  are 
Messrs.  Ninian  Glen,  M.A.,  F.F.A.,  Joseph  Patrick,  M.A., 
Alexander  Moore,  Junr.,  John  Mann,  Junr.,  M.A.,  and 
Alexander  Sloan.    They  are  all  eligible  for  re-election. 

Three  members  also  fall  to  be  elected  at  the  annual 
general  meeting  to  represent  the  Institute  on  the  Joint 
Committee  of  the  English,  Scottish,  and  Irish  Chartered 
bodies.  ITie  present  representatives  are  Messrs.  Thomas 
Jacksun,  John  Annan,  and  Alexander  Sloan.  The  Council 
recommend  the  re-election  of  these  gentlemen.  The  Joint 
Committee  met  in  London  on  21st  June  1905. 
By  order  of  the  Council, 

Alexander  Sloan,  C.A.,  Secretary. 

Glasgow,  x6M  January  1906. 

"Report  by  the  Library  Committee, 
During  the  year  the  Committee  have  selected  and  added 
385  volumes  to  the  library,  and  96  volumes  have  been  pre- 
sented to  the  library  by  the  following  members,  Societies, 
and  others: — Messrs.  A.  G.  Piatt,  C.P.A.  (San  Francisco), 
William  H.  Hill,  LL.D.,  James  Lauder,  F.R.S.L., 
Robert  D.  McEwan,  James  J.  MacLehose,  M.A.,  David  S. 


Salmond,  James  Nicol,  A.  K.  Chalmers,  M.D.,  Caledonian 
Insurance  Company,  Glasgow  Athenseum,  Institute  of 
Bankers  in  Scotland,  Old  Glasgow  Club,  Royal  Philoso- 
phical Society  of  Glasgow,  and  the  following  members  :  — 
Messrs.  Bannatyne,  Herbeit  Brown,  Cadell,  Clapperton, 
and  Sloan,  for  whose  kindness  the  Committee  desire  to 
record  their  thanks. 

The  Committee  have  during  the  year  added  to  the 
library,  in  addition  to  works  on  the  professional  subjects 
of  accoimting  and  law,  a  considerable  number  of  books 
on  banking,  finance,  economics,  and  works  dealing  with 
social  problems,  and  these  sections  may  be  regarded  as 
now  veiy  fully  represented.  They  have,  besides,  added  a 
number  of  works  designed  to  aid  the  apprentices  and 
younger  members  in  their  courses  of  study.  A  few  books 
of  general  interest  and  a  number  of  books  on  history  and 
biography  have  also  been  bought,  and  these  have  been 
largely  taken  advantage  of,  as  will  be  seen  from  the 
statistics  given  below. 

The  record  of  the  volumes  taken  out  during  the  year  has 
been  very  gratifying  to  the  Committee,  as  the  number  has 
been  2,262,  or  no  less  than  845  more  than  in  the  previous 
year.  The  various  classes  comprised  in  the  total  are  as 
follows :  — 


Bookkeeping,  Accounting,   and  Auditing 

Actuarial  Science  and  Insurance 

Law,    including    Income-tax  

Economics,  Banking,  and  Sociology 

History,  Travel,  and  Geography 

Biography  

General  Literature      

Miscellaneous     


1,4x7     2,262 

The  increased  use  of  the  library  has  been  more  marked 
in  the  second  half  of  the  year  than  in  the  earlier  period, 
showing  that  the  benefits  of  the  library  are  becoming 
better  appreciated  by  the  members  and  their  apprentices. 

The  new  catalogue  is  in  course  of  preparation,  and  the 
Committee  are  pressing  on  with  its  completion.  The 
portion  t<)  the  letter  "  11  "  has  been  completed,  and  now  lies 
on  the  library  table,  and  further  instalments  will  be  added 
from  time  to  time.  The  Committee  are  confident  that 
when  the  caitalogue  is  out  of  the  printer's  hands  it  will 
bring  home  to  the  members  and  apprentices  a  better  know- 
ledge of  the  very  large  amount  of  valuable  literature  at 
their  command  on  professional  subjects  and  on  matters  of 
daily  interest  and  utility.  It  has  been  designed  to  facili- 
tate study  and  ready  reference  on  professional  subjects 
rather  than  on  general  reading,  and  the  index  system 
adopted,  though  laborious  to  prepare,  is  eminently  suited 
to  that  end.    As  instances  may  be  cited  such  subjects  as 
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730 
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Arbitration  and  Depreciation.  Under  the  old  style  of  cata^ 
logue  there  would  have  been  only  six  references  under 
Arbitration  and  three  under  Depreciation ;  under  the  new 
one  the  references  number  27  and  144  respectively.  It  may 
also  be  mentioned  that  in  the  previous  catalogue  of  1889 
Bookkeeping  was  represented  by  13  entries,  it  is  now  repre- 
sented by  1 01  entries  ;  Companies  had  then  12  entries,  now 
229;  Auditing  had  two  entries,  now  157;  and  many  other 
instances  might  be  quoted.  The  differences  in  the  figures 
represent  to  some  extent  the  increased  number  of  books 
now  in  the  library,  but  chiefly  the  improved  method  of 
giving  references  to  the  contents  of  the  works. 

The  cost  during  the  year  for  new  books  (apart  from 
periodicals  and  the  cost  of  re-binding)  has  been 
;^i68  OS.  3d.,  against  ;f2ox  9s.  5d.  in  the  previous  year. 

The  Committee  beg  to  remind  the  members  and 
apprentices  tiuit  a  Suggestion  Book  lies  in  the  library,  and 
it  would  be  oi  great  assistance  to  the  Committee  if  members 
and  apprentices  would  note  any  books  or  new  editions 
which  they  would  suggest  for  addition  to  the  library. 
On  behalf  of  the  Committee, 

T.  A.  CftATG,  Convener. 


Society  of  Aecoontants  in  Edinburipi. 


Public  Finance. 
The  first  of  a  course  of  four  lectures  on  public  finance 
was  delivered  on  the  13th  inst.  in  the  hall  at  27  Queen 
Street,  Edinburgh,  by  Mr.  J.  Shield  Nicholson,  Professor 
of  Political  Economy,  Edinburgh  University,  in  connec- 
tion with  the  Institute  of  Bankers  in  Scotland  and  the 
Society  of  Accountants.  Sir  George  Anderson,  Treasurer 
of  tlie  Bank  of  Scotland,  presided. 

The  Chairman  said  he  thought  the  lecturer  was  to  be 
congratulated  on  his  choice  of  a  subject.  There  was  no 
subject  which  had  been  more  prominently  before  the 
minds  of  thinking  people  during  the  past  year  or  two  than 
that  of  public  finance.  It  had  been  forced  upon  their  atten- 
tion by  the  rapid  and  enormous  increase  in  the  expendi- 
ture oU  the  country,  and  by  the  excessive  borrowing  of 
corporations  and  other  public  bodies  throughout  the 
ccuntry.  On  pretty  well  every  platform  during  the  recent 
General  Election  this  question  had  been  referred  to ;  and 
while  nearly  every  candidate  had  been  ready  to  promise  to 
d:)  all  in  his  power  to  reduce  this  apparently  extravagant 
expenditure,  when  the  question  had  been  put  to  him  how 
he  would  bring  about  this  reduction,  his  answers  had 
become  rather  vague  and  uncertain.  He  thought  there  was 
no  one  better  fitted  than  Professor  Nicholson  to 
enlighten  them  on  that  important  and  intricate  subject. 
He  had  devoted  a  good  many  years  of  his  life  to  questions 
of  the   same  kind.     With  regard  to  municipal  trading, 


which  was  to  form  the  subject  of  the  fourth  lecture,  the 
Chairman  said,  while  its  advocates  told  them  it  was  only 
yet  in  its  infancy,  bankers  thought  that  in  one  particular 
department  at  least  municipal  trading  had  reached  a  con- 
siderable growth.  He  referred  to  the  municipalities  tread- 
ing on  their  toes  in  obtaining  deposits  from  the  public. 
In  that,  corporations  and  other  public  bodies  had 
developed  an  enormous  amount  of  business.  During  recent 
years  it  had  been  known  to  Scotland,  but  lately  it  had 
reached  dimensions  they  would  not  have  thought  possible 
a  few  years  ago.  It  had  also  spread  to  England,  and  their 
English  friends  did  not  like  it.  They  had  been  kicking 
against  it  for  some  little  time.  Whether  they  would  be 
able  to  resist  it  better  than  in  Scotland  remained  to  be 
seen.  They  could  only  hope  more  prosperous  times  would 
bring  increased  wealth  to  the  country,  and  that  out  of  that 
the  resources  of  the  banks  would  be  replenished. 

Professor  Nicholson  thereafter  proceeded  with  his 
lecture,  which  was  introductory  to  the  subject.  Public 
finance,  he  said,  dealt  with  the  exf>enditure  and  revenue 
of  the  State  in  performing  the  functions  of  government, 
central  and  local.  With  the  progress* of  society  these 
functions  increased  in  number  and  complexity,  and  on 
both  sides  the  expense  also  increased.  In  any  action  on 
the  part  of  the  State  the  expense  was  only  one  of  the 
elements  to  be  taken  into  account,  but  it  was  always  of 
importance,  and  it  was  often  the  decisive  consideration. 
Under  modern  conditions  the  expense  of  any  one 
important  function  of  the  State  might  be  increased 
indefinitely  (e,g.,  the  expense  of  defence),  and  we  had 
always  to  take  account  of  the  competition  of  different  ser- 
vices for  a  limited  amount  of  public  revenue.  The  term 
"  science  "  as  applied  to  public  finance  implied  that  there 
were  certain  principles  of  revenue  and  expenditure,  and 
that  no  case  could  be  settled  simply  on  its  own  merits. 
Public  expenditure  might  be  classified  according  to  the 
revenue  that  might  be  derived  by  the  State  for  the  service 
rendered.  In  some  cases  there  was  no  return,  and  even 
an  indirect  loss,  as  in  a  lax  system  of  poor  relief ;  and  at 
the  other  extreme  there  might  be  not  only  a  full  return, 
but,  especially  with  the  aid  of  a  State  monopoly,  an 
exceptional  profit.  The  principal  business  of  the  State  was 
to  perform  functions  that  did  not  yield  a  corresponding 
revenue,  and  in  general  the  expense  must  be  met  by  the 
levy  of  compulsory  taxes  and  not  out  of  the  profits  of  the 
particular  service.  Even  in  local  government,  the  prin- 
ciple of  payment  for  services  rendered  found  only  a 
partial  application.  A  broad  historical  survey  showed  that 
the  old  idea  that  each  particular  source  of  expense  should 
be  met  by  a  corresponding  particular  tax  had  been  more 
and  more  abandoned  in  the  course  of  progress,  and  former 
sources  of  profit  to  the  State  had  been  surrendered.  The 
modern  idea  was  that  the  State  raised  its  whole  revenue 
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in  th«  best  way  it  could,  and  determined  the  distribution 
according  to  the  estimate  of  the  public  requirements.  If  we 
put  on  one  side  fees  or  profits  that  were  still  obtained  from 
some  services,  it  was  clear  that  the  revenue  of  the  State 
must  be  obtained  from  taxation,  or  from  borrowings  that 
were  in  effect  anticipations  of  future  revenue  from  taxa- 
tion. In  national  expenditure  the  greater  part  must  be  met 
from  taxation,  and  the  growth  of  local  rates  for  general 
purposes  showed  the  same  tendency.  The  expenditure  on 
the  Navy  and  Army  in  1884-85,  compared  with  that  in 
X  904-5,  showed  a  rise  from  about  30  millions  to  over 
66  millions,  and  of  this  rise  the  last  decade  was  account- 
able for  31  millions  out  of  the  36  mUHons.  Apart  from 
local  rates  for  education,  which  in  some  places  reached 
more  than  3s.  in  the  /",  the  Exchequer  contributed  over 
1454  millions  for  education,  which  was  three  mallions  more 
than  was  spent  on  the  Navy  twenty  years  ago.  And  yet 
the  demands  for  defeoice  and  education  continually 
increased.  It  used  to  be  said  that  the  expenditure  must 
determine  the  revenue,  and  not  the  converse,  as  in  the  case 
of  a  private  person,  but  in  the  face  of  these  representative 
facts  this  could  no  longer  be  maintained,  and  some  limit 
must  be  assigned  to  the  increase  of  compulsory  taxation. 
The  compulsory  character  of  taxation  led  on  the  one  side 
to  attempts  to  disguise  the  real  burdens  of  the  taxes,  and, 
on  the  other,  to  attempts  to  shift  or  evade  the  burdens, 
and  these  two  endeavours  largely  accounted  for  the  com- 
plexity of  the  present  system.  The  saying  that  an  old  tax 
was  no  tax  implied  that  the  shifting  had  been  completed, 
and  that  the  people  concerned  were  used  to  the  burden  ; 
but  the  consequence  was  that  taxes  were  retained  long 
after  the  economical  circumstances  that  justified  them  had 
disappeared.  All  sorts  of  legal  fictions  were  resorted  to  in 
order  to  fit  the  old  taxes  to  the  new  conditions.  The  rating 
of  railways  in  England  was  based  on  what  a  hypothetical 
tenant  would  be  willing  to  pay  by  way  of  rent,  just  as  if 
acres  of  railways  could  be  valued  like  acres  of  agricul- 
tural land,  and  stations  like  farm  steadings.  A  simplifica- 
tion of  taxation,  especially  of  local  taxation,  was  much 
needed.  Coincident  with  the  increase  of  taxation  there 
had  been  an  increase  in  public  debts.  Imperial  and  local. 
At  the  end  of  the  nineteenth  oentucy  the  national  debts 
of  the  world  were  over  7,000  millions,  and  were  growing  at 
the  rate  of  1,000  millions  a  decade.  The  local  debts  of  the 
United  Kingdom  amounted  thirty  years  ago  to  less  than 
£4  per  head  of  population,  and  now  they  exceeded  ;fii 
per  head,  whilst  the  aggregate  amount  was  about 
500  millions ;  and  although  it  was  said  most  of  this  debt 
was  for  productive  purposes,  and  was  repayable  in  a  term 
of  years,  the  fact  remained  that  the  aggregate  increased, 
and  the  rates  also  increased. 
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Xeadfnd  articles. 


The  OfficlalJ Audit  of  Electric  Lighting 
Accounts. 


nPHE  demands  upon  our  space  have  prevented 
us  from  dealing  earlier  with  the  letter 
signed  "  Perplexed,"  which  appeared  in  our 
Correspondence  columns  of  the  3rd  ult.  Our 
correspondent  inquires  whether  the  Board  of 
Trade  auditor  appointed  under  Section  6  of 
the  Schedule  of  the  Electric  Lighting  Clauses 
Act,  1899,  acts  in  the  same  manner  as  provided 
by  the  Board  of  Trade  in  forms  of  provisional 
orders  issued  by  it  under  the  Electric  Lighting 
Acts  of  1882  and  1888,  and  more  particularly 
whether  the  Board  still  adheres  to  the  views 
mentioned  on  p.  28  of  the  eighth  edition  of 
Pixley's  "  Duties  of  Auditors."  Our  corre- 
spondent goes  on  to  inquire  whether,  if  the 
Board  of  Trade  auditor  has  now  more  extended 
powers,  it  is  necessary  jffj^^^t  electric  light 
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company  registered  under  the  Companies  Acts 
to  comply  with  Section  21  of  the  Companies 
Act,  1900,  by  appointing  another  auditor,  and 
further,  what  would  be  the  position  of  affairs 
if  there  was  a  conflict  of  opinion  between  the 
two  auditors.  So  far  as  we  are  aware,  the 
Board  of  Trade  has  not  modified  the  views 
stated  in  its  letter  to  the  Institute  of  Chartered 
Accountants  of  the  i8th  December  1895,  when 
it  was  stated  that  the  Board  held  it  to  be  out- 
side the  province  of  the  official  auditor  to  act 
as  auditor  on  behalf  of  the  shareholders.  And  it 
is,  we  think,  very  desirable  that  this  attitude 
should  be  maintained,  for  if  the  official  auditor 
were  to  be  allowed  to  also  act  as  the  auditor  of 
the  company,  there  can  be  little  doubt  that, 
owing  to  false  ideas  of  economy,  he  would  be 
so  appointed,  in  some  cases  at  least,  greatly  to 
the  detriment  of  the  interests  of  the  company 
— for  unquestionably  the  two  sets  of  duties  are 
quite  different  in  character  and  are  prescribed 
with  different  objects  in  view. 

The  sole  object  of  the  official  audit  is  to  see 
that  consumers  are  not  overcharged  ;  and  in 
practice  the  effect  of  such  an  audit  is  naturally 
to  encourage,  rather  than  to  discourage,  the 
capitalisation  of  expenditure,  as  by  that  means 
profits  are  increased,  and  as  profits  increase 
the  charge  for  the  service  naturally  tends  to 
be  reduced.  Neither  the  Board  of  Trade  nor 
its  auditor,  owes  any  duty  to  the  company  or 
its  shareholders,  and  in  consequence  neither 
has  any  occasion  to  discourage  directors 
from  injudiciously  or  even  improperly  capital- 
ising expenditure  which  ought  in  fairness 
to  be  charged  against  revenue.  The  electric 
lighting  official  audit  is  thus  — like  all 
other  official  audits  with  which  we  are 
acquainted — no  audit   at   all  in   the  ordinary 


acceptation  of  the  term,  and  the  employment 
of  the  term  is  thus  most  misleading. 

As  to  whether  the  appointment  of  the  Board 
of  Trade  auditor  absolves  the  company  from 
complying  with  Section  21  of  the  Companies 
Act,  1900,  we  can  only  say  that  the  former 
cannot  in  any  sense  be  seriously  regarded  as 
compliance  with  the  terms  of  the  latter.  It  is 
unfortunately  true  that  the  Board  of  Trade 
official  is  called  an  auditor,  but  the  mere  fact 
that  some  outside  body  has  appointed  someone 
to  make  an  inquiry  into  certain  aspects  of  the 
company's  affairs  for  a  particular  purpose  does 
not  absolve  every  such  company  incorporated 
under  the  Companies  Acts  from  appointing  at 
each  general  meeting  an  auditor  or  auditors,  to 
hold  office  until  the  next  annual  general  meet- 
ing. If  the  company  omits  to  make  such  an 
appointment,  the  Board  of  Trade  may,  on  the 
application  of  any  member  of  the  company, 
appoint  an  auditor  for  the  current  year.  A 
question  of  some  interest  arises,  perhaps,  .as  to 
whether  the  Board  of  Trade  auditor  is  an  officer 
of  the  company,  and  as  such  is  not  capable 
of  being  appointed  auditor  (Section  21  (3)  ). 
The  point  is,  however,  merely  of  academic 
interest,  in  that  the  Board  of  Trade  would  not 
in  any  event  appoint  its  own  official  as  auditor 
under  the  Companies  Acts.  If  it  wished  to  do 
so,  however,  we  think  it  unlikely  in  the  extreme 
that  the  Courts  would  hold  that  any  Board  of 
Trade  official  could  be  an  officer  of  a  company, 
and  consequently,  if  the  departmental  rules  so 
admitted,  the  appointments  might  be  combined 
if  the  company  in  general  meeting  neglected 
to  appoint  its  own  auditor.  That  the  combina- 
tion would  be  detrimental  to  the  interests  of 
the  company  is,  however,  sufficiently  evident 
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As  to  what  is  to  happen  in  the  event  of  a 
conflict  of  opinion  between  the  two  auditors, 
and  with   whom   rests   the  ultimate  decision 
upon  the  point  in  dispute,  it  may  be  pointed 
out  that  the  jurisdiction  of  the  two  auditors  is 
as  distinct  as  are  their  duties.    The  Board  of 
Trade  would  naturally  act  upon  the  report  of 
its  own  auditor,  and  the  company,  if  it  were 
wise,  would  support  the  auditor  appointed  by 
it.     Acting   upon   the   report   of    the  official 
auditor,  the  Board  of  Trade  might  make  requi- 
sitions upon  the  company  which  the  latter  did 
not  feel  justified  in  complying  with.     If  so,  the 
support  of  its  auditor  might  strengthen  the  com- 
pany in  opposition  to  the  Board  of  Trade's  re- 
quirements, but  for  that  purpose  its  auditor's 
report  would  be  unofficial,  and  by  no  means  con- 
clusive evidence  of  the  facts.    The  advantage  of 
the  independent  professional  audit  would  be,  of 
course,  that  the  company  would  be  in  posses- 
sion of  the  opinion  of  an  independent  expert 
acting  on  its  behalf,  and  might  thus  have  its 
attention    drawn   to   the   unreasonableness  of 
certain  ofhcial  requirements  which  otherwise 
would  very  possibly  have  been  assumed  to  be 
beyond  challenge.    The  two  auditors,  however, 
pursue    their     inquiries     independently,    and 
report     to     different     bodies    upon     different 
subjects,  so  that  in  the  ordinary  sense  of  the 
term  there   could   hardly  be  said  to  be  any 
conflict  between  their  reports  upon  which  it 
was    necessary    for    anyone     to     specifically 
adjudicate. 


Showell's  Brewery  Company,  Lim. 


C  EPARATE  meetings  of  the  ordinary,  prefer- 
^  ence,  and  guaranteed,  shareholders  in 
Showell's  Brewery  Company,  Lim.,  were  held 
on  the  i6th  ult.  to  again  consider  the  subject  of 


the  proposed  reduction  of  capital  for  the  purpose 
of  wiping  off  the  existing  deficiency  of  3^293,746, 
which  arose  under  circumstances  that  have 
already  been  reported  in  these  columns.  At 
each  meeting  a  resolution  was  passed  accepting 
the  principle  of  a  reduction  of  capital,  and  it 
was  decided  that  in  order  to  ascertain  to  what 
extent  such  deficiency  should  be  borne  amongst 
each  class  of  shareholders  a  representative 
should  be  appointed  by  each  class  to  confer 
with  Mr.  A.  H.  Gibson,  F.C.A.,  the  auditor  of 
the  company,  with  a  view  to  agreeing  upon  the 
deficiency  to  be  borne  by  each  class.  Sir  John 
G.  Ckaggs,  F.C.A.,  was  appointed  the  repre- 
sentative of  the  preference  shareholders, 
Mr.  H.  W.  KiRBY,  F.C.A.,  the  representative 
of  the  guaranteed  shareholders,  and  Mr.  F,  S. 
Goodwin  the  representative  of  the  ordinary 
shareholders.  Shareholders  of  each  class  were 
also  appointed  as  a  committee  to  confer  with 
their  respective  representatives. 

It  may  be  remembered  that  up  to  the  present 
the  shareholders  have  been  unable  to  agree  as 
to  how  the  deficiency  should  be  borne  among 
them,  and  under  these  circumstances  the  refer- 
ence to  an  informal  tribunal  of  experts  is 
undoubtedly  the  course  most  likely  to  result  in 
something  definite  being  eventually  accom- 
plished. So  far  as  we  are  aware  it  represents 
practically  a  new  departure  in  company 
practice,  but  it  is  one  that  might  well,  and 
doubtless  will  in  the  future,  be  further  extended 
in  cases  where  the  interests  of  different  classes 
of  shareholders  clash,  and  where  it  is  hardly 
reasonable  to  expect  shareholders  of  any  class 
to  arrive  unaided  at  an  altogether  fair  and 
impartial  determination. 

It  may  be  pointed  out,  however,  that  this 
reference  to  experts  is  notj^^j^e^  ^nature  of  an 
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arbitration,  for  even  in  the  event  of  their  agree- 
ing upon  a  scheme  for  the  reduction  of  the 
company's  capital,  the  different  classes  of  share- 
holders will  not  be  bound  by  such  agreement. 
It  is  indeed,  we  think,  somewhat  of  an  open 
question  whether  it  would  be  possible  to 
substitute  the  finding  of  an  arbitration  tribunal 
for  a  special  resolution  of  the  company. 
Certainly  it  would  tax  the  ingenuity  of  company 
lawyers  to  draft  the  wording  of  resolutions 
purporting  to  refer  the  matter  in  dispute  to 
arbitration  in  such  terms  that  their  award, 
when  published,  became  a  special  resolution  of 
the  company.  While  entirely  favouring  the 
general  principle  that  so  highly  technical  a 
question  as  the  equitable  apportionment  of  a 
loss  of  capital  between  different  classes  of 
shareholders  is  best  decided  by  impartial 
experts,  we  are  hardly  prepared  to  go  so  far  as 
to  say  that  it  would  be  in  the  interests  of  com- 
pany management  for  shareholders  to  abrogate 
their  rights  to  vote  for  or  against  any  particular 
proposal  that  may  come  before  them.  At  the 
same  time  there  is  little  reason  to  doubt  that 
if  the  four  experts  are  able  to  agree,  their 
recommendations  will  be  accepted  by  the 
required  majority  of  each  class  of  share- 
holders. All  are  agreed  as  to  the  expediency 
of  a  reduction  of  capital,  and  no  better  means 
of  arriving  at  a  scheme  that  is  likely  to  be 
equally  acceptable  to  the  various  conflicting 
interests  could  well  be  devised. 


The  Professional  Audit  of   Public 
Companies. 


A  TTENTION  has  been  drawn  of  late,  in  the 

columns  of  The  Times  and  elsewhere,  to 

the  fact  that  certain  well-known  and  important 

companies  are  still  run  upon  such  old-fashioned 


lines  that  they  deny  themselves  the  advantages 
and  safeguards  of  a  professional  audit.  In  this 
connection  the  Marine  and  General  Mutual 
Life  Assurance  Society  and  the  London  and 
County  Banking  Company,  Lim.,  have  been 
especially  mentioned,  but  it  must  not  be  sup- 
posed that  they  stand  alone.  During  the  past 
few  years  it  is  true  that  the  majority  of  insur- 
ance companies  have,  as  opportunity  offered, 
replaced  lay  auditors  by  Chartered  Accoun- 
tants. In  the  case  of  joint-stock  banks 
certainly  the  professional  audit  is  the  rule 
rather  than  the  exception,  but  even  here,  and 
a  fortiori  in  the  case  of  private  banks,  there  is 
still  much  to  be  done  before  the  position  of 
affairs  can  be  regarded  as  altogether  satisfactory. 

In  connection  with  societies  registered  under 
Acts  other  than  the  Companies  Acts,  the 
position  is,  however,  undoubtedly  worse.  A 
comparatively  large  number  of  gas  and  water 
companies  are  audited  by  laymen,  and  in 
many  cases  the  private  Act  still  has  the  old- 
fashioned  provision  that  the  auditor  must  be  a 
shareholder.  In  the  case  of  railways,  again, 
professional  auditors  are  in  the  minority  ;  and, 
as  we  pointed  out  last  week,  the  London  and 
North- Western  Railway  Company  has  let  slip 
the  opportunity  afforded  by  the  recent  retire- 
ment of  Sir  Edward  Lawrence  after  fifty- 
five  years'  service.  Incidentally  it  may  be 
pointed  out  that  even  the  advantages  of  long 
experience  can  be  over-emphasised,  and  that, 
save  for  purely  consultative  purposes,  the  most 
able  auditors  will  certainly  have  performed 
their  best  work  at  a  far  earlier  date. 

To  return  to  the  subject  of  lay  audits,  it  may 
be  remembered  that  for  many  years  the  Birk- 
beck  Building  Society's  audit  was  more  or  less 
a  family  affair,  and    it    was    only    after    our 
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repeatedly  calling  attention  to  the  matter  that 
a  well-known  firm  of  Chartered  Accountants 
was  asked  to  conduct  an  impartial  audit,  and 
even  now  their  procedure  is  limited  to  a  verifi- 
cation of  assets.  The  Civil  Service  Supply 
Association,  Lim.,  with  a  turnover  of  nearly  a 
million  and  three-quarters  per  annum,  is 
audited  by  laymen,  and  the  list  mi^ht,  if 
necessary,  be  extended  almost  indefinitely. 

The  troth  of  the  matter  is  that  the  enormous 
advantages  to   be  derived   from    an    efficient 
system   of   financial    control    are    but    rarely 
appreciated  at  their  proper  value  outside  manu- 
facturing and  trading  circles.     Bankers,  retired 
officers.  Government  officials,  and  others  of  no 
business  experience,  who  form  a  majority  on 
the  board  of  many  undertakings,  are,  as  a  rule, 
either  indifferent  to  the  matter  or  somewhat 
opposed  to  what  they  regard  as  a  vexatious 
innovation.     If  the   public  were   to   learn  to 
regard  the  absence  of  professional  auditors  as 
evidence  of  senility  or  incapacity  on  the  part 
of  their  directors,  it  would  not  be  long  before 
the  whole  question  was  viewed  in  a  better  per- 
spective.    We   do  not,  of  course,  say  that  in 
exceptional  cases  there  may  not  be  excellent 
results  produced  from  an  audit  conducted  by 
one  who  has  never  received  any  training  for 
the  position,  and  regards  it  rather  in  the  h'ght 
of  a  hobby  than  as  a  profession  ;   but  it  stands 
to  reason   that  such   cases  are  largely  excep- 
tional, and  that  as  time  goes  on,  and  the  old 
generation   of  auditors  dies    off,   the   idea   of 
expecting    good    results    under  such   circum- 
stances becomes  more  and  more  unreasonable. 
Even   supposing  that  fifty  or  sixty  years  ago  it 
was  possible  to  find  lay  auditors  as  competent 
as  any  professional  accountants,  it  is  important 
to  bear  in  mind  that  whereas  the  latter  class 
have  greatly  increased  in  skill  and  experience 


during  the  intervening  period,  the  former  in 
the  nature  of  things  would  be  practically 
incapable  of  improvement  ;  so  that  at  the 
present  time  if  it  were  desired  to  appoint  a 
competent  auditor  and  to  appoint  someone 
other  than  a  professional  accountant,  it  would 
be  extremely  difficult,  if  not  absolutely  impos- 
sible, to  find  a  suitable  candidate  for  the  post. 
It  is,  however,  probably  unnecessary  to  labour 
this  point  further,  inasmuch  as  it  must,  we 
think,  be  admitted  that  an  adherence  to  the 
lay  audit  can  in  all  cases  be  regarded  only  as 
evidence  either  of  extreme  and  undesirable 
conservatism,  or  else  of  an  inability  to  appre- 
ciate the  proper  business  aspects  of  the 
position. 


Specific    Niortgagea   and    Floating:    Cliars:e8. 


/^UR  attention  has  been  called  to  the 
^  decision  given  by  the  Irish  Court  of 
Appeal  on  the  15th  ult.,  in  Re  The  Dublin  City 
Distillery  Co.,  Lim.,  which  deals  with  the 
important  question  of  the  respective  rights  of 
debenture-holders  and  of  mortgagees  claiming 
a  specific  charge  on  certain  assets.  This 
decision  is,  of  course,  not  a  precedent  in  the 
English  Courts,  and  for  that  reason  we  do  not 
think  it  worth  while  to  reproduce  it  in  full  in 
our  Law  Reports.  As,  however,  the  statute 
law  upon  the  subject  is  identical  in  the  two 
countries,  the  finding  of  the  Irish  Court  of 
Appeal  can  doubtless  be  safely  relied  upon  for 
all  practical  purposes. 

Shortly  stated,  the  point  that  the  Court  had 
to  decide  was  as  to  the  priority  of  the  claims 
between  the  debenture-holders  of  the  Dublin 
City  Distillery  Co.,  Lim.,  and  the  Hibernian 
Bank,  which  held  warrants  to  whisky  manu- 
factured by  the  Distillery  to  secure  advances 
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made  by  the  Bank  to  it  amounting  to  some 
£^^>77^'     The   Bank   sought   to    enforce    its 
rights  in  March  of  last  year,  but  there  being 
then  a  debenture-holders'  action  pending,  and 
a  receiver  appointed, -the  Master  of  the  Rolls 
ordered  a  stay  of  the  Bank's  action,  and  that 
the  rights  under  it   be   dealt  with   under   an 
order  made  for  the  taking  of  accounts  as  to 
the  claims  of  encumbrancers  and  creditors  of 
the   company.      The   matter   was   then   dealt 
with  as  an  inquiry  in  the  receivership  action. 
There  were,  it  appears,  two  issues  of  deben- 
tures:  the   first   for   ;f 35,000,  as   security  for 
which  the  company  had  demised  all  its  free- 
hold and  leasehold  property  to  trustees,  upon 
trust  to  permit  the  company  to  hold  and  enjoy 
the  same  and  to  carry  on  therein  and  there- 
with the  business  or  businesses  authorised  by 
the  memorandum  of  association  of  the  company 
until  default  should  be  made  in  payment  of 
principal  moneys  due  or  the  interest  in  respect 
thereof   should    be    three   months   in   arrear, 
or  a  distress  or  execution  levied  against  the 
property  of  the  company,  or  until  it  should  be 
proposed  to  wind  up  the   company.      Subse- 
quently the  second  series  of  debentures  were 
issued,  amounting   to   3^25,000,   in   the   same 
form  as  the  first.     The  Hibernian  Bank  was 
the  bank  of  the  company,  and  as  such  made 
advances    to    it    against    pledges   of    whisky 
warrants.     And  default  having  been  made,  the 
Bank  claimed  that  these  pledges  for  advances 
were  paramount  to  the  claim  of  the  debenture- 
holders,   and   that   their   security   was   not    a 
mortgage  or  a  charge  of  such  a  character  as  to 
give  the  debenture-holders  a  prior  claim  ;  that 
the  advances,  being  for  the  purchase  of  grain 
with   which    the   whisky   was    made,  did   not 
become  in  law  or  equity  puisne  to  them ;  and 
that   they  having  only  a  floating  charge,  the 


company  was  not  prevented  from  obtaining 
such  money  in  the  ordinary  course  of  business. 
An  attempt  was  made  to  distinguish  this  from 
BushmilVs  case,  but  Mr.  Justice  Barton 
attached  no  value  to  the  distinction,  and  gave 
it  as  his  opinion  that,  inasmuch  as  the  whisky 
was  given  to  secure  an  advance,  it  came  within 
the  prohibition  as  to  "  nothing  herein  shall 
create  a  charge,  &c.,"  in  front  of  the  deben- 
tures. As  to  the  use  the  money  was  put  to,  he 
could  not  infer  what  had  been  done  with  it,  as 
it  might  have  been  applied  for  any  or  many 
purposes.  There  remained,  his  Lordship 
stated,  the  question  of  notice  to  the  Bank  of 
the  existence  of  the  debenture-holders'  claim, 
and  here  again  he  decided  against  the  plaintiffs. 
The  Bank  appealed,  and,  as  already  stated,  the 
appeal  was  heard  before  the  Lord  Chancellor  of 
Ireland,  Lord  Justice  Fitzgibbon,  and  Lord 
Justice  Holmes,  a  few  weeks  since. 

The  Court  dismissed  the  appeal  with  costs. 
Their  Lordships  held  that  the  transaction  by 
which  the  whisky  became  pledged  to  the  Bank 
was  a  transfer  of  property  by  handing  over  the 
warrants  as  security  for  a  debt  in  substance 
and  in  equity  a  charge.  This  was  prohibited 
by  the  conditions  of  the  debenture  issues  in 
words  which  were  undistinguishable  from  those 
used  in  BtishmilVs  case ;  while  on  the  question 
of  notice,  as  a  matter  of  fact,  the  appellants 
were  holders  of  some  of  these  very  debentures, 
and  thus  could  not  be  heard  to  say  that  they 
had  no  notice  that  the  company  was  incom- 
petent to  give  them  a  charge  on  certain  of  its 
assets  in  priority  to  debenture-holders. 

This  decision  is  of  great  interest  inasmuch 
as  under  all  normal  circumstances  a  specific 
charge  ranks  in  front  of  a  floating  charge,  even 

although  the  latter  may  be  (^.anterior  date. 
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The  explanation  here,  of  course,  was  that  it 
was  tdtra  vires  the  company  to  grant  such 
specific  charge,  and  the  appellant  Bank  was 
held  to  have  been  aware  of  the  fact  at  the  time 
that  the  charge  was  created.  The  argument 
put  forward  upon  the  Bank's  behalf,  that  such 
a  pledge  is,  in  fact,  something  different  to  a 
charge,  was  doubtless  ingenious,  but  could 
hardly  have  been  seriously  expected  to  succeed. 


5ome  Legal  Terms. 


Law  and  Equity. 


By  Our  Legal  Contributor. 


T  T  has  been  my  experience,  as  doubtlessly  that  of 
^  others,  in  commencing  a  course  of  law 
lectures  with  Accountant  Students,  to  find  that 
even  the  most  attentive  of  them  with  all  the  good- 
will in  the  world  get  perplexed  and  disheartened  by 
the  technical  language  in  which  the  legal  ideas 
sought  to  be  conveyed  to  their  minds  must  of 
necessity  be  clothed.  Inability  to  follow  the  mean- 
ing of  a  discourse  inevitably  leads  to  lack  of 
interest  in  the  subject,  and  more  certainly  will  this 
be  so  where,  as  in  the  case  of  law,  the  subject  is 
approached  in  many  instances  with  an  instinctive 
distaste. 

In  grappling  with  this  initial  difficulty  two 
courses  are  open  to  the  lecturer — he  may  either 
devote  his  opening  lecture  or  lectures  to  clearing 
out  of  the  way  once  for  all  these  difficulties  of 
terminology,  or  deal  with  them  from  time  to  time 
as  they  arise.  To  my  mind  the  latter  course  is  to 
be  avoided,  seeing  that  it  implies  frequent — at  all 
events  in  the  earlier  lectures — and  in  some  cases 
long  digressions  from  the  main -subject,  whereby  the 
student  is  as  much  confused  and  puzzled  as  by  the 
obscurity  of  the  terms  themselves. 

This,  then,  is  the  raison  d'etre  of  this  and  the 
following  lectures,  in  which  I  shall  endeavour  to 
elucidate  the  meaning  of  several  fundamental  and 
frequently  recurring  legal  terms  in  as  simple  and 


practical  a  manner  as  possible,  and  without  in  any 
way  considering  the  legal  relations  underlying 
them  or  entering  upon  the  sphere  of  jurisprudence. 
I  purpose  to  commence  with  those  two  celebrated 
terms  "  Law  "  and  "  Equity,"  without  some  appre- 
ciatfbn  of  the  meaning  ot  Which  the  veriest  tyro  in 
"  Stevens "  must  fail  to  understand  what  he  is 
reading  about. 

Now,  a  well-known  characteristic  of  legal 
systems  in  their  earliest  stages  is  their  want  of 
elasticity,  or  their  inability  to  adapt  themselves  to 
the  advancing  social  necessities  and  opinions  of 
the  society  in  which  they  prevail.  In  order  to 
overcome  this  difficulty  and  to  bring  things  into 
harmony  various  expedients  have  been  adopted. 
One  of  the  most  notable  of  these,  common  both 
to  our  own  system  and  that  of  the  Romans,  is 
"  Equity"  or  a  body  of  rules  existing  by  the 
side  of  the  original  law,  founded  on  distinct 
principles,  and  claiming  incidentally  to  supersede 
the  older  Jaw  on  the  strength  of  an  intrinsic 
ethical  superiority. 

The  earliest  body  of  English  law,  based  on 
immemorial  custom  and  known  as  the  "Common 
Law,"  and  the  Roman  "  Jus  Civile "  or  original 
law  of  the  city  of  Rome,  both  exhibited  in  a  very 
marked  degree  that  want  of  elasticity  above 
referred  to ;  the  letter  of  the  law  was  everything, 
the  spirit  quite  a  minor  consideration.  In  neither 
of  these  systems  was  it  permissible  to  depart  one 
jot  or  one  tittle  from  form  and  precedent,  and  as 
they  were  necessarily  meagre,  it  followed  that 
in  many  instances  wrongs  went  practically,  and 
in  others  entirely,  unremedied.  In  both  cases, 
however,  alongside  of  the  strict  unbending  ancient 
code,  and  with  a.  view  to  correcting  and  supple- 
menting its  deficiencies,  there  arose  another  body 
of  legal  principles,  known  in  Rome  as  the  "Jus 
Prajtorium,"  or  law  as  administered  under  the 
edict  of  the  Praetors;  in  England  as  "Equity," 
or  the  law  as  laid  down  in  the  judicial  decisions 
of  the  Court  of  Chancery. 

For  instance,  under  the  Roman  "Jus  Civile," 
and  equally  under  the  English  "  Common  Law,"  a 
person  who  had  entered  into  a  forinal-Gontract  could 
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only  be  released  therefrom — otherwise-  than  by 
performance — by  a  contract  of  a  like  nature ; 
whereas  the  Praetors  in  the  one  case  and  the 
Chancellor  in  the  other,  as  administering  "  Equity  " 
would  recognise  and  give  effect  to  any  kind  of  dis- 
charge of  a  legal  nature. 

To  make  my  meaning  clearer,  so  far  as  English 
Equity  is  concerned,  I  will  refer  to  a  case  which 
occurred  as  far  back  as  the  reign  of  Henry  VI. 
There  the  plaintiff  had  given  his  bond — which  is,  of 
course,  a  contract  under  seal — in  payment  of  certain 
debts  which  he  had  purchased.  Upon  finding, 
however,  that  he  could  not  bring  an  action  in  his 
own  name  to  recover  these  debts,  he  applied  to  the 
Lord  Chancellor  to  be  released  from  his  bond,  on 
the  ground  that  the  consideration  for  which  he  had 
given  it — viz.,  the  benefit  to  be  derived  from  the 
collection  of  the  debts— had  failed,  and  obtained  the 
relief  he  sought.  An  action  was,  however,  brought 
on  the  bond  in  a  Court  of  Common  Law  by  the 
person  in  whose  favour  it  had  been  made,  and  he 
in  his  turn  was  successful  there,  notwithstanding 
what  had  been  done  in  Chancery.  The  reason 
being  that  in  the  eyes  of  the  Common  Law, 
the  bond,  being  a  contract  under  seal,  had  not  been 
discharged  in  the  only  way  recognised  by  it — viz., 
another  contract  of  like  nature.  The  Chancellor, 
however,  was  not  to  be  denied,  and  although  he 
could  not  openly  reverse  the  Common  Law  Court's 
decision,  obtained  the  same  object  by  forbidding  by 
means  of  an  "Injunction"  or  order  of  the 
Court  the  successful  plaintiflf  to  take  advantage 
of  the  Common  Law  judgment  in  his  favour. 
This  interference  on  the  part  of  the  Court  of 
Chancery  was,  as  may  be  imagined,  in  no  wise 
tamely  submitted  to  by  the  Courts  of  Common 
Law  and  led  to  frequent  collisions  between  them, 
culminating  in  a  battle  royal,  in  the  days  of  James  I., 
between  Lord  Chancellor  Ellesmere  and  Lord 
Chief  Justice  Coke.  In  the  case  which  was  the 
basis  of  this  dispute  the  verdict  in  the  Common 
Law  Court  had  been  obtained  by  a  gross  fraud — 
viz.,  by  decoying  away  a  necessary  witness  of  the 
defendant  and  making  the  Judge  believe  that  he 
was  dying.  During  the  trial  this  witness  was  taken 


to  an  adjoining  tavern  and  a  bottle  of  sack  ordered 
for  him.  When  he  had  put  this  to  his  mouth  the 
fabricator  of  the  tiick  returned  to  Court,  and 
arrived  there  at  the  moment  the  witness  was  called. 
The  Judge  was  asked  to  wait  a  few  minutes,  but 
"the  cunning  knave,"  to  quote  Lord  Campbell, 
swore  that  delay  would  be  useless,  as  he  had 
just  left  the  witness  in  such  a  state  that  if  he  were 
to  continue  in  it  a  quarter  of  an  hour  longer  he 
would  be  a  dead  man.  The  plaintiff  by  means 
of  this  ruse  obtained  judgment  in  his  favour,  but 
the  Chancellor,  on  hearing  of  this  travesty  of 
justice,  issued  his  injunction  against  it,  to  which 
the  Lord  Chief  Justice  replied  by  directing 
criminal  proceedings  to  be  taken  against  every- 
body concerned  in  the  case.  The  matter  was 
then  referred  to  a  number  of  learned  lawyers, 
who  subsequently  reported  in  favour  of  the 
Chancellor's  action,  a  view  in  which  the  King, 
though  for  other  reasons,  concurred ;  and  since 
that  date,  although  from  time  to  time  the  question 
of  equitable  jurisdiction  was  mooted,  it  was 
exercised  without  controversy  or  interruption.  It 
is,  of  course,  impossible  in  such  a  sketch  as  the 
present  to  investigate  or  even  to  enumerate  all  the 
various  directions  in  which  Equity  exerted  its 
influence  on  the  Common  Law,  a  few,  however,  of 
the  more  important  may  be  glanced  at.  The 
doctrine  of  "Specific  Performance"  was  entirely 
unknown  to  the  Common  Law,  and  if  a  contract 
was  broken  the  only  remedy  was  damages.  Such 
a  remedy  was,  however,  often  clearly  insufficient 
and"  inequitable,  and  particularly  so  in  cases  where 
land  was  concerned.  The  Chancery  Courts,  there- 
fore, were  in  the  habit  of  decreeing  the  specific 
performance  of  such  contracts,  i.e,,  they  would 
compel  the  vendor  to  convey  the  very  land  which 
he  had  contracted  to  sell  to  the  purchaser,  and  not 
allow  him  to  cry  off  on  the  payment  of  damages. 
Again,  by  the  Statute  of  Frauds,  certain  contracts 
are  unenforceable  at  law  unless  there  is  some 
note  or  memo,  thereof  in  writing  signed  by  the 
party  to  be  charged ;  and  unless  there  were  some 
such  note  or  memo,  a  party  to  such  a  contract,  even 

though  he  might  have  more  pT^lesssubstantially 
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performed  his  part  of  the  bargain,  would  have  had 
no  Common  Law  remedy  against  the  other  party 
thereto  should  he  have  refused  to  be  bound  by  it. 
This  again  was  clearly  inequitable,  and  so  the 
Chancery  Court  invented  the  doctrine  of  **  Part 
Performance,"  in  accordance  with  which  they  held 
that  under  such  circumstances  it  was  no  answer  for 
a  party  to  a  contract  to  set  up  by  way  of  defence 
the  want  of  a  written  note  or  memo. 

It  was,  however,  in  the  region  of  "Trusts" 
and  "Mortgages"  that  the  Court  of  Chancery 
most  made  its  influence  felt.  Trusts  we 
may  for  all  practical  purposes  say  were  quite 
unknown  to  the  common  lawyers,  and  the  vast 
and  intricate  mass  of  law  now  existing  on 
that  subject  was  slowly  evolved  by  the  Chancery 
Courts.  Mortgages,  it  is  true,  were  not  unknown 
to  the  Common  Law,  but  it  consistently  took  a  very 
harsh  and  narrow  view  of  such  transactions,  and 
so  gave  Equity  the  loophole  which  it  was  ever 
ready  to  seize  upon.  In  the  eye  of  the  Common 
Law,  if  the  mortgage  money  were  not  paid  exactly 
as  and  when  provided  by  the  deed  the  land  became 
there  and  then  the  property  of  the  mortgagee,  and 
the  mortgagor  lost  it  for  ever.  The  Chancery 
Courts,  however,  regarded  the  land  merely  as  a 
security  for  a  debt,  and  would  always  allow  the 
mortgagor,  notwithstanding  the  agreed  date  for 
repayment  was  passed,  to  redeem  the  land  on  the 
payment  of  the  principal,  costs,  and  interest,  pro- 
vided such  payment  was  made  within  a  reasonable 
time. 

Although  equitable  rights  and  remedies  were 
originally  created  and  solely  administered  by  the 
Courts  of  Chancery,  yet  this  is  now  no  longer  the 
case  as  regards  their  administration.  By  the 
Judicature  Act  of  1873  ^t  was  enacted  that  in 
every  civil  cause  or  matter  law  and  equity  should 
be  administered  concurrently,  and  that  where  there 
was  any  conflict  or  variance  between  the  rules  of 
Equity  and  Common  Law  the  rules  of  the  former 
should  prevail.  In  other  words,  a  fusion  of 
Common  Law  and  Equity  so  far  as  their  administra- 
tion was  concerned  was  brought  about.  At  the  same 
time,  however,  certain  classes  of  actions,  including 


inter  alia  those  for  the  administration  of  the  estates 
of  deceased  persons,  dissolution  of  partnership, 
redemption  and  foreclosure  of  mortgages,  execu- 
tion of  trusts,  &c.,  were  for  reasons  of  convenience 
assigned  to  the  Chancery  Division  of  the  High 
Court  of  Justice,  which  now  represents  the  old 
Courts  of  Chancery. 

Notwithstanding  this  fusion  of  their  administra- 
tion, the  difference  in  their  nature,  due  to  their 
origin,  between  legal  and  equitable  rights  and 
remedies  continues  to  exist,  and  it  is  still  of 
vital  importance  for  the  lawyer  to  understand 
wherein  that  difference  lies,  and  to  be  able  to 
recognise  and  differentiate  between  them  when 
they  arise.  The  Accountant  Student  fortunately 
has  no  need  of  such  an  intimate  knowledge,  and  it 
is  hoped  that  what  has  been  said  will  be  sufficient 
to  enable  him  to  understand  in  the  course  of  his 
reading  wherein  lies  the  fundamental  distinction 
between  such  terms  as  Legal  and  Equitable  Assign- 
ments, Mortgages,  Executions,  &c. 


XRIleelilfi  flotes. 

The  inYMtnMnt  of  At  the  ninth  annual  general  meeting 
ReMTT*  Fmidi.  of  Bovril,  Lim.,  which  was  held  on 
the  gth  ult.,  the  chairman  definitely  stated  that  he 
would  not  give  any  undertaking  whatever  as  to 
how  the  board  would  invest  the  company's  Reserve 
Fund  from  time  to  time.  It  would,  he  said,  use 
the  Reserve  Fund  in  the  best  interests  of  the  com- 
pany as  a  whole,  and  that  was  as  much  as  could  be  got 
out  of  him.  That  in  many  cases  the  best  method  of 
dealing  with  a  Reserve  Fund  is  to  invest  it  in  gilt- 
edged  securities  can  hardly  be  gainsaid,  but  it  must  be 
obvious  to  those  who  are  prepared  to  reason  the  matter 
out  that  the  only  conceivable  advantage  of  acquiring 
such  readily  realisable  assets  is  that  in  case  of  need 
the  moneys  derived  from  their  realisation  may  be 
applied  in  such  manner  as  may  be  desirable  in  the 
interests  of  the  company.  If  a  company  ties  its  own 
hands  by  requiring  its  Reserve  Fund  to  be  invested  in 
Consols,  or  other  high-class  securities,  it  naturally 
sacrifices  the  chances  of  using  that  Reserve  Fund  upon 
occasions  for  the  very  purposes  for  which  presumably 
it  was  created.  Of  course,  while  no  other  use  can  be 
found  for  them,  Reserve  Funds  should  invariably  be 
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invested,  but  it  is  only  until  such  a  use  can  be  dis- 
covered that  the  need  for,  or  even  the  desirability  of,  such 
investments  exists. 


Book  Post  Ratei  ^  contemporary  points  out,  not  of 
and  American  course  for  the  first  time,  that  British 
mpe  on.  ^^^  Colonial  business  houses  are 
unduly  handicapped  in  their  competition  with  the 
United  States  by  post  office  rates.  Letters  are,  of 
course,  cheap  enough,  and  the  same  remark  applies  to 
such  printed  matter  as  is  sufficiently  compressed  to  be 
sent  by  post  as  an  ordinary  letter.  The  same  remark 
also  applies  to  those  favoured  periodicals  which  the 
post  office  is  willing  to  recognise  as  coming  within  its 
definition  of  a  newspaper.  Magazines,  however,  and 
trade  catalogues  are  obliged  to  be  sent  at  book  post 
rates,  and  these  are  such  as  to  seriously  restrict  their 
circulation  in  the  United  Kingdom,  to  say  nothing  of 
the  foreign  and  Colonial  trade.  In  the  United  States, 
on  the  other  hand,  all  such  matter  is  mailed  at  prac- 
tically nominal  rates.  So  far  as  trade  catalogues  are 
concerned  we  can,  no  doubt,  leave  traders  and  manu- 
facturers to  look  after  themselves,  but  so  far  as 
periodicals  which  fail  to  comply  with  the  post  office's 
arbitrary  definition  of  a  newspaper  are  affected  it  is 
obviously  unfair  that  any  such  artifical  restrictions 
should  exist.  There  is  in  the  nature  of  things  no  reason 
whatever  why  there  should  be  one  rate  of  postage  for 
a  daily  paper,  and  quite  another  rate  for  one  that  is 
issued  monthly,  or  even  annually,  except,  of  course, 
the  somewhat  obvious  one  that  the  post  office  is 
anxious  to  choke  off  an  extensive  business  in  the 
delivery  of  heavy  packets.  This  may  be  the  normal 
frame  of  mind  of  the  holder  ot  a  monopoly,  but  it  is 
certainly  not  one  that  ought  to  be  encouraged  in  the 
public  interests. 


Falloreiln  insufficiency  of  capital,  according  to 
Canada  and  the  statistics  recently  published  by  the 
Bradstreet  Company,  is  the  chief  cause 
of  failure  in  the  States  and  Canada,  being  responsible 
for  33J  and  55J  per  cent,  respectively  of  the  total 
failures.  Incompetence  (we  do  not  know  what  this  is 
intended  to  cover  or  who  is  the  arbiter)  ranks  close 
behind  with  24J  per  cent,  for  the  States  and  18  per 
cent,  in  Canada.  It  is  interesting  to  note  that  the 
number  of  failures  during  1905  in  the  States  was 
10,000,  being  a  decrease  of  4!  per  cent,  on  the  previous 
year's   figures,  and    1,400    in    the   Dominion,    or  an 


increase  of  over  21  per  cent.  Judging  from  American 
literature,  we  should  have  said  that  it  was  impossible 
for  an  American  trader  to  be  "  incompetent."  What 
then  means  that  ominous  24i  per  cent.  ?  The  business 
doctors  who  migrated  to  these  shores  had  better 
return — ^there  seems  need  for  their  eloquence  at  home. 


Dlreoton  and  A  case  recently  heard  before  Mr. 
PromlMory  Hotel.  Justice  Buckley  discloses  an  interesting 
point.  Plaintiff  was  the  holder  for  value  of  a  promis- 
sory note,  and  defendant,  the  endorser,  had  signed  bis 
name  on  the  document,  adding  the  words  "  managing 
director  of  the  A.  B.  C.  Syndicate,  Lim."  In  giving 
judgment  for  the  plaintiff  the  Judge  pointed  out  that 
where  a  person  signed  a  bill  drawer,  endorser,  or 
acceptor,  and  added  words  to  his  signature  indicating 
that  he  signed  for  and  on  behalf  of  a  principal,  or  in  a 
representative  capacity,  he  was  not  personally  liable, 
but  the  mere  addition  to  the  signature  of  words 
describing  himself  as  an  agent  or  representative  did 
not  exempt  him  from  personal  liability.  There  would 
seem  to  be  much  virtue  in  the  word  "  for." 


«>  .^.  w  B  .1  Now    that    the    London  and    North 

British  Railways 

and  the  Reitralnt  Western  and  Midland  Companies  have 
of  Competition.  (qHq^  on  each  other's  necks,  and  thus 
rendered  railway  co-operation  more  than  a  possibility, 
it  may  be  pertinent  to  consider  a  few  of  the  benefits 
which,  according  to  a  financial  contemporary,  may  be 
expected  to  accrue.  There  should  be  large  savings  in 
the  collection  and  delivery  of  goods,  minerals,  and 
parcels  traffic,  and  the  expenses  of  canvassing  should  be 
lessened.  Competitive  passenger  services  may  be  cut 
down,  the  better  loading  of  trains  will  be  assured, 
and  last,  but  by  no  means  least,  the  promotion  of 
new  and  competing  lines  will  be  restricted,  with  a 
consequent  avoidance  of  heavy  capital  expenditure. 
If  the  scheme  is  really  serious,  and  has  come  to  stay,  a 
new  era  of  prosperity  seems  to  be  dawning  for  railway 
shareholders. 


The  question  as  to  the  advisability  of 
Inrarance  ^  -^ 

Accoonti  and  the  accounts  of  the  Marine  and  General 
Bimplicity.  Mutual  Life  Office  being  audited  by 
amateurs  instead  of  by  professional  accountants  was, 
we  understand,  raised  at  the  recent  meeting  by  a 
shareholder.  The  chairman,  in  his  reply,  is  reported 
to  have  said  that  the  work  of  auditing  the  accounts  of  a 
society  like  theirs  was  "of  the  jw^ry  simplest  possible 
Digitized  by ' 
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character."    We  seem  to  have  heard  of  that  simplicity 
before! 


Rapaymuit  of  '^^^  secretary  of  one  of  the  Inland 
Ineome  Tax.  Revenue  Worriers'  Associations  prints 
a  ]ist  of  "  grounds  upon  which  a  reduction  or  return  of 
iocome-tax  should  be  claimed/'  which  is  said  to  be  the 
most  complete  which  has  ever  been  issued  to  the 
public : — 

Who    pay    back   interest    whatever    the    income 
may  be. 

Who     pay    insurance    premiums     whatever    the 
income  may  be. 
With  incomes  not  exceeding  jf7oo  per  annum. 
Minors  (sometimes  even  for  twenty  years). 
Who  have  come  of  age  within  the  last  three  years. 
Beneficiaries  under  wills  or  trusts, 
Femmes  soles,  widows,  or  spinsters. 
Executors,  &c.,  of  deceased  persons'  estates. 
Who  have  been  over  assessed. 
Who  have  suffered  business  losses. 
Whose  profit  during  the  last  year  has  decreased. 
Who  have  been  doubly  assessed. 
Who  have  discontinued  their  business. 
Who  have  received  capital  which  has  been  assessed 
as  income. 

For  set-off  of  loss  against  profit  or  against  private 
income  of  self  and  wife. 
Some  reservation  or  explanation  seems  to  be  desirable, 
otherwise  the  list  may  be  looked  upon  as  a  sprat  to 
catch  a  mackerel. 


AeeoBBUaBd      ^^    appears    to    be    quite    a    popular 
illofleal  delusion    that  accounts  are    easy  of 

Dedactions.  comprehension,  and  if  there  is  one 
thing  that  the  average  man  flatters  himself  he 
thoroughly  anderstands  it  is  accounts.  Hence,  we  are 
treated  from  time  to  time  to  some  amusing  instances 
of  illogical  deductions  arrived  at  by  persons  who, 
knowing  little  of  cause  and  effect,  find  the  result  first 
and  then  the  figures  to  fit  it !  Last  week,  before  Mn« 
Re^rar  Linklater,  several  applications  for  discharge 
were  made  by  various  bankrupts.  In  the  case  of  one 
firm  the  Official  Receiver  reported  that  they  had  traded 
with  knowledge  of  insolvency,  and  had  been  guilty  of 
onjastifiable  extravagance  in  living.  The  first  con- 
closioo  was  arrived  at  from  the  amount  which  the 
debtors'  property  would  have  realised  under  a  forced 
sale,  and  the  second  from  the  fact  that  the  drawings 
were  in  excess  of  the  profits !    The  learned  Registrar, 


however,  was  unable  to  follow  this  view,  for  he  pointed 
out  that  it  was  not  the  duty  of  the  debtor,  in  determin- 
ing when  he  should  stop  trading,  to  consider  his 
position  as  if  it  were  immediately  being  broken  up 
under  the  hammer.  He  was  entitled  to  consider  it 
from  the  point  of  view  of  a  careful,  prudent,  unhurried 
realisation  of  assets.  As  regards  the  second  conclu- 
sion, the  Registrar  described  this  as  the  clearest  case 
of  a  non  sequitur  that  he  had  ever  known,  and  he 
pointed  out  that  the  money  might  have  gone  in 
hundreds  of  other  ways  than  in  extravagant  living. 
The  discharges  were  granted  subject  to  bankrupt's 
consenting  to  judgment  for  nominal  amounts. 


The  resolutions,  which  we  referred  to  in 
our  article  last  week,  authorisiog  the 
directors  of  the  Birmingham  Small  Arms  Company, 
Lim.,  to  create  an  Internal  Secret  Reserve  Fund  were 
submitted  at  the  confirmatory  meeting  held  last  week, 
and  declared  carried  after  a  somewhat  stormy  dis- 
cussion. It  was  stated  that  the  powers  conferred  upon 
the  directors  by  these  resolutions  are  similar  to  those 
possessed  by  such  leading  local  companies  as  Guest, 
Keen  &  Nettlefolds,  the  Amalgamated  Wagon  Com- 
pany, W.  &  T.  Avery,  Kynochs,  Docker  Bros.,  and 
Bellis  &  Morcom.  The  whole  question  is,  of  course, 
largely  a  domestic  one  in  each  case.  It  would,  we 
think,  however,  remove  much  of  the  misunderstanding 
and  some  of  the  difficulties  obtaining  if  all  companies 
maintaining  a  Secret  Reserve  were  required  to 
mention  the  fact  in  a  foot-note  to  their  Balance 
Sheets,  and  if  it  were  compulsory  in  all  cases  that 
such  funds  should  be  invested  in  trustee  securities. 


The  Duti«i  of  Our  correspondent  The  Law  Times,  in 
Exeontori.  ^  recent  issue,  makes  a  somewhat 
unexpected  announcement  that  an  executor  is  under 
no  legal  obligation  to  disclose  to  beneficiaries  under  a 
will  the  contents  of  that  will,  or  the  extent  and 
character  of  their  benefits  thereunder.  If  that  be  so — 
and  there  would  appear  to  be  authority  for  the 
assertion — we  agree  with  our  contemporary  that  the 
present  law  appears  to  assist  a  dishonest  executor  in 
convertiug  other  people's  property  to  his  own  use. 
We  think  the  law  should  be  altered,  obliging  an  executor 
to  make  all  reasonable  disclosures  to  creditors  and 
beneficiaries,  and  expressly  empowering  him  to  charge 
the  expenses  thereof  against  those  making  the  inquiries^ 
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■oUelton* 

AOGOOBte. 


The  following  letter,  which  has  ap- 
peared in  the  columns  of  most  of  our 
legal  contemporaries,  will  doubtless  prove  of  interest 
to  those  of  our  readers  who  are  following  the  movement 
at  present  on  foot  in  the  Law  Society  for  the  improve- 
ment of  solicitors*  accounts,  with  a  view  to  providing 
greater  security  to  clients  than  at  present  exists  :— 
The  Public  Trustee.— Solicitors'  Clients' 
Moneys. 
{To  the  Editor  of  the  Solicitors*  Journal) 
Sir,— The  first  paragraph  of  "Current  Topics"  in 
your  issue  of  the  17th  inst.  suggests  matters  worthy  of 
consideration  by    provincial    members    of    the  legal 
profession. 

All  trustees  are  not  solicitors ;  indeed  comparatively 
few  solicitors  are  trustees.  This  notwithstanding,  the 
present  Lord  Chancellor,  and  other  legal  gentlemen  in 
the  House  of  Commons  last  Session,  seemed  to  think 
that  a  Public  Trustee  Bill  was  necessary  on  account  of 
the  lamentable  conduct  displayed  in  some  three  or 
four  cases  of  legal  professional  insolvency  occurring 
in  the  South  of  England. 

"Out  of  the  frying-pan  into  the  fire"  is  an  old  say- 
ing, and  to  the  consideration  of  all  persons  interested 
in  trust  assets  outside  the  legal  profession  I  commend 
for  consideration  the  suggestion  that  the  costs 
attendant  upon  the  employment  of  a  public  trustee  will 
ultimately  amount  to  far  more  per  annum  than  the 
losses  arising  through  professional  misconduct; 
besides,  the  latter  may  be  stopped,  or  at  least  mini- 
mised, whilst  the  former  can  but  increase,  and  no 
public  trustee,  permissive  or  compulsory,  will  accept 
the  responsibility  of  dealing  with  trust  assets  except 
upon  such  data  as  are  commonly  required  by  the 
Chancery  Division,  and  possibly  at  not  much  less  cost. 
In  short,  the  office  of  public  trustee  would  in  the 
natural  course  of  things  become  the  equivalent  of  a 
department  of  the  Chancery  Division. 

At  the  annual  provincial  meeting  of  the  I^aw  Society, 
held  in  Leeds  in  October  last,  I  proposed  two  resolu- 
tions, and  their  fate,  coupled  with  subsequent  events, 
appears  somewhat  significant. 
The  first  resolution  was  as  follows  :  — 

''That  it  be  a  recommendation  to  the  Council  to 
take  the  matter  of  the  safety  of  clients'  moneys  into 
consideration,  with  the  view  of  adopting  some  autho- 
ritative rule  or  regulation  to  which  all  members  of 
the  profession  must  conform  for  the  satisfaction  of 
the  public." 

This  was  suggested  by  the  papers  on  "Solicitors' 
Accounts"  and  "Qients*  Money,"  of  Mr.  J.  W.  Budd 
and   Mr.   Wm.    Godden.    both    of    them,   I   believe, 
members  of  the  Council  of  the  Law  Society. 
My  second  was  as  follows :  — 

"That  the  Council  of  the  Law  Society  be  desired 
to  offer  an  unflinching  opposition  to  all  Public 
Trustee  Bills." 


This  was  suggestf^d  by  a  paper  on  that  subject  read 
by  Mr.  W.  P.  Fullagar,  of  Bolton. 

The  special  feature  of  my  first  proposition  was  com- 
pulsion. I  endeavoured  to  show  that  there  w«re  four, 
or  at  the  very  least  three,  things  which  e\'ery  profes- 
sional man  ought,  and  should  be  compelled,  to  do  as  a 
condition  precedent  to  practising,  just  as  he  is  com- 
pelled to  take  out  his  certificate. 

These  four  things  are:  (a)  The  keeping  of  a  Cash 
Book  ;  (b)  a  Ledger ;  (c)  a  separate  banking  account  for 
clients'  moneys;  and  {d)  a  half-yearly  or  quarterly 
audit  by  an  independent  Chartered  Accountant.  I  am 
not  aware  of  any  profession  or  business  which,  as  a 
class,  does  as  much  as  this.  Although  some  people 
may,  with  apparently  sufficient  reason,  be  sceptical  as 
to  the  necessity  for  the  two  first  propositions,  it  was, 
1  believe,  Mr.  Manisty  who,  as  a  member  of  the  Dis- 
ciplinary Committee  of  the  Law  Society,  confirmed  my 
view  by  stating  th©  lamentable  deficiency  in  Cash 
Books  and  Ledgers  in  cases  coming  before  that  Com- 
mittee. No  properly  conducted  professional  office  of 
any  size,  in  the  larger  towns  at  any  rate,  exists  without 
the  four  things  I  mention.  They,  at  least,  have  nothing 
to  fear  from  that  compulsion,  which,  indeed,  all 
members  of  the  profession  will  in  due  course  of  time, 
I  feel  sure,  come  to  admit  is  quite  as  much  to  their 
own,  as  to  their  clients'  interests. 

At  that  annual  meeting  observations  fell  from  the 
President  justifying  a  suspicion  that  the  Council  of 
the  Law  Society  had  already  committed  themselves  to 
a  Public  Trustee  Bill  of  some  kind,  and  that,  too, 
without,  so  far  as  I  am  aware,  any  consultation  with 
the  country  Law  Societies. 

The  country  practitioners  are  vastly  more  interested 
in  the  subject  than  their  brethren  in  London.  It  was 
not  unnatural,  therefore,  that  my  second  resolution 
should  be,  as  indeed  it  was,  rapidly  hustled  out  of 
existence. 

I  did  not  know  at  the  time,  but  the  local  press  the 
following  day  apprised  me,  that  Mr.  Budd  had 
seconded  my  first  resolution.  But  the  luncheon  hour 
intervened  in  the  discussion.  What  took  place  during 
that  interval  I  do  not  know,  but  subsequently  Sir 
Albert  RoUit  proposed:  — 

'^That  this  meeting  refers  the  subject  of  solicitors' 

accountancy  to  the  Council,  in  consultation  with  the 

country  Law  Societies,  for  consideration,  and  such 

action  as  it  may  think  best  in  the  interest  of  the 

public  and  of  the  profession." 

This  was  carried  after  the  Chairman  had  declared 
my  resolution  to  have  dropped  for  want  of  a 
seconder. 

If  the  spirit  of  my  resolution  had  been  adopted  and 
the  necessary  machinery  added  to  the  rules  of  the  Law 
Society,  there  would  be  few  solicitors  in  England  who 
would  fail  to  see  the  propriety,  probably  necessity,  of 
being  members. 

Now  let  us  consider  what  has  taken  place  since  the 
annual  meeting.     We  may  be  forgiven  for  assuming 
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that  the  Council  intended  something  by  Sir  Albert 
RoUit*s  resolution.  I  have  made  inquiries,  and  cannot 
find  that  the  country  Law  Societies  have  been  either 
coxLSQlted,  or  even  approached,  with  regard  to  that 
resolution ;  in  fact,  it  appears  to  have  found  its 
destination  in  the  waste-paper  basket. 

I  am  informed  that  the  Council  consider  that  it  is 
too  late  now  to  confer  with  the  country  I^w  Societies, 
but  that  they  (the  Council)  are  in  coniferenoe  with  the 
Lord  Chaaoellor  with  regard  to  a  Public  Trustee  Bill. 
What  they  are  doing,  and  what  they  intend  to  do,  will, 
I  presume,  be  kept  a  secret  until  it  suits  their  con- 
Tenience  to  allow  the  profession  at  large  to  know  the 
position  in  which  they  are  placing  those  they  repre- 
sent. I  have  instituted  inquiries  in  another  direction, 
and  cannot  find  that  the  Associa;ted  Provincial  Law 
Societies,  which  professes  to  solely  represent  the 
country  Law  Societies,  has  done,  or  is  doing,  anything 
whatever  with  regard  to  the  matter,  and  I  feel  justified, 
therefore,  in  suggesting  that  their  leaders  may  be 
quietly  waiting — as  they  did  in  the  land  transfer  case — 
to  put  forward  as  their  own  creation  some  proposition 
which  is  at  present  in  process  of  manufacture  by  the 
I«aw  Society—i.f.,  hatch  the  egg  laid  for  them  by  the 
cuckoo.  I  may,  of  course,  be  wrong.  It  can,  however, 
be  easily  put  right.  If  I  am  not  wrong,  then  there  is 
confirmation  of  the  opinion  formed  by  the  Yorkshire 
Law  Societies  in  1897-8  that  the  Associated  Provincial 
Law  Societies  is  an  institution  more  dangerous  than 
useful  to  the  legal  provincial  practitioner.  It  does  not 
possess  either  President,  Vice-President,  or  Treasurer. 
It  holds  its  meetings  in  the  offices  of  the  Law  Society  in 
Chancery  Lane.  Its  only  officials  are  in  close  personal 
friendship  and  sympathy  with  the  Council  of  the  Law 
Society,  and  its  greatest  activity  is  shown  when 
^iparently  the  steam  is  turned  on  by  that  Council. 

Let  us  also  consider  the  probable  course  of  the 
quietly  moving  stream  as  regards  the  more  or  less  dim 
and  distant  future.  Assume  the  appointment  of  a  per- 
missive public  trustee.  We  are  entitled  to  speculate  as 
to  how  long  it  will  be  before  he  drifts  into  a  compul- 
sory official  and  from  a  private  person  into  a  public 
office,  which  will  require,  and  in  due  course  of  time 
obtain,  a  local  habitation  and  a  name.  My  pessimistic 
fear  is  that  such  habitation  will  be  far  greater  in  extent 
than  either  the  Land  Transfer  Office  or  the  Bankruptcy 
D^MUtment.  There  are  more  testators  leaving  assets 
than  owners  of  real  estate  or  bankrupts. 

A  public  trustee,  so  long  even  as  he  is  a  mere 
machine  for  the  custody  of  money,  can  do  little 
towards  diminishing,  but  can  do  something  towards 
the  increase  of,  the  labours  of  the  London  profession. 
If  and  when  country  assets  get  into  his  hands,  is  it  not 
possible  that  London  agencies  must  of  neoessity  obtain 
an  increase  in  their  provincial  business  at  the  expense 
of  the  provincials  as  well  as  of  their  clients  ?  Nay,  is 
it  not  possible  that  country  trust  matters  may 
ultimately  almost  entirely  pass  into  the  hands  of  the 
London  profession,  or  sA  least  to  the  laiger  provincial 


centres?  In  short,  is  there  any  objection,  so  far  as 
London,  Bristol,  Birmingham,  Liverpool,  Manchester, 
Newcastle,  and  Leeds  are  concerned,  to  centralisation  j 
and  if  the  present  bubbling  source  is  allowed  to  swell 
into  an  irresistible  river,  can  it  be  assumed  that  the 
Council  of  the  Law  Society  will  find  it  possible  to  do 
more  than  lift  their  hands  in  hopeless  helplessness 
against  an  inexorable  course  of  events,  whilst  the 
provincial  Law  Societies  accept  everything  with  calm 
resignation  ? 
Leeds,  February  20.  Arthur  Middleton. 


The  Power  of  A  decision  of  considerable  interest 
Dtroeton.  ^as  delivered  by  Mr.  Justice  Warring- 
ton on  the  23rd  ult.,  in  the  matter  of  The  Automatic 
Self-Cleansing  Filter  Company ^  Lim.  v.  Cunningham  and 
others^  on  a  motion  by  the  company  and  the  share- 
holders for  an  order  that  the  directors  might  be 
ordered  to  forthwith  seal  and  carry  into  effect  an 
agreement  for  the  amalgamation  of  the  company's 
undertaking  with  another  filter  company.  On  behalf 
of  the  defendant  directors  it  was  contended  that  the 
proposed  sale  was  imprudent  and  the  terms  improper. 
His  Lordship  decided  that  as  the  company's  articles 
of  association  provided  that  the  management  of  the 
business  and  the  control  of  the  company  should  be 
vested  in  the  directors,  it  was  not  competent  for  the 
shareholders  by  a  simple  resolution  to  take  such 
control  out  of  the  hands  of  the  directors,  in  that  that 
would  in  effect  be  an  alteration  of  its  articles  of 
association.  He  accordingly  refused  the  injunction 
asked  for,  with  costs.  This  seems  to  be  another  of 
those  cases  in  which  litigants  have  mistaken  their 
remedy.  If  the  plaintiffs  possessed  a  simple  majority 
of  voting  power  it  would  be  competent  for  them,  at  the 
proper  time,  to  remove  the  defendant  directors  and 
replace  them  by  others  whose  views  were  similar  to 
their  own.  Obviously,  however,  there  would  be  an  end 
of  all  directorial  responsibility  if  a  bare  majority  of 
shareholders  present  at  a  meeting  were  in  a  position  to 
compel  the  board  to  act  in  a  manner  which  the  latter 
considered  improper  in  the  interests  of  the  company. 


Byitems  of  The  rules  of  friendly  societies  and 
Internal  Chook.  similar  institutions  are  not  as  a  rule 
drawn  up  with  any  very  effectively  contrived  system  of 
internal  check  compulsorily  provided  for  thereunder, 
but  in  one  respect  at  least  such  rules  are,  at  all  events 
in  many  cases,  well  framed,  and  that  is  in  requiring  that 
there  shall  be  a  secretary  and  also  a  treasurer,  upon 
each  of  whom  certain  specified  duties  are  laid.  If 
the    apportionment   be    skilfully  arranged  the  effect 
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may  well  be  that  each  acts  as  a  usefdl  check  upon 
the  honesty  of  the  other.  Id  the  case  of  a  loan 
society  against  which  a  winding-up  order  was  recently 
made  it  was,  however,  reported  by  the  Assistant 
Official  Receiver,  at  meetings  of  creditors  and  members 
held  last  year,  that  in  January  1892  the  then  secretary 
was  also  appointed  treasurer,  and  acted  in  both 
capacities  for  upwards  of  twelve  years.  It  was 
mentioned  at  the  meeting  that  this  gentleman  is  now 
serving  a  term  of  imprisonment.  We  cannot  help  think- 
ing that  there  is  not  much  use  in  requiring  the  rules  of 
such  societies  to  be  approved  by  the  Chief  Registrar  of 
Friendly  Societies  before  they  become  efifective,  unless 
that  department  is  to  take  some  reasonable  steps  to 
see  that  the  rules,  after  being  enacted,  are  carried  out. 
In  many  cases  it  might  be  extremely  difficult  for  such 
supervision  to  be  undertaken  without  an  examination  of 
the  books,  but  the  infraction  of  a  rule  of  this  description 
would  be  obvious  to  anyone  who  took  the  trouble  to 
examine  the  returns  periodically  filed — unless,  of  course, 
those  returns  were  deliberately  falsified. 


injustice  to  innocent  persons.       From   the    list   we 
extract  the  following: — 

(i)  Under  the  Limitation  Act,  1623,  bankers 
become  the  owners  of  customers*  moneys  not  drawn 
upon  for  six  years. 

(2)  Both  executors  and  trustees  in  bankruptcy  are 

personally  liable  for  the    repairing    covenants   of 

leases  in  the  event  of  the  assets  of  the  trust  estate 

proving  insufficient. 

:  (3)  On  the  disclaimer  of  a  lease  in  bankruptcy  the 

I      liability  of  a  guarantor  of  the  rent  is  determined. 

(4)  An  agreement  to  take  a  smaller  sum  than  that 
due  in  satisfaction  of  a  debt  is  void  unless  it  be  by 
deed,  or  unless  the  agreement  be  to  take  not  cash, 
but  a  cheque  or  other  negotiable  instrument. 

(5)  Although  the  insuring  tenant  is  bound  to 
expend  moneys  recovered  on  an  insurance  policy  in 
rebuilding,  an  insuring  landlord  is  not  so  bound. 


^  J.M  We  have  from  time  to  time  expressed 
and  DliBentient  the  opinion  in  these  columns  that  a 
Bhareholderf.  clause  in  a  reconstruction  agreement 
to  the  effect  that  dissentient  shareholders  should  only 
be  entitled  to  receive  their  proportion  of  such  sum  as 
the  unapplied  for  shares  in  the  new  company  may 
produce  is  void,  as  attempting  to  deprive  such  share- 
holders of  the  rights  conferred  upon  them  under 
Sections  161  and  162  of  the  Companies  Act,  1862,  but 
in  the  absence  of  any  specific  decision  upon  this  point 
it  is  notorious  that  such  a  clause  has  often  been  inserted 
in  reconstruction  agreements  to  the  great  prejudice  of 
shareholders*  interests,  and  the  scheme  carried  through 
without  challenge.  On  a  motion  arising  out  of  the 
action  of  Bisgood  v.  The  NiU  Valley  Company^  Lim,, 
however,  which  came  before  Mr.  Justice  Kekewich  on 
the  23rd  ult.,  bis  Lordship  made  an  order  restraining 
the  defendant  company  from  carrying  out  the  agree- 
ment as  it  stood.  How  far  it  would  be  acceptable  in 
another  form  he  could  not  say,  but  in  its  present  form 
was  unacceptable.  The  full  report  of  the  decision 
will  be  worthy  of  careful  study. 


BoBM  R«ronD8  A  legal  contemporary  gives  some  legal 
UrgttiUy  MMd«d.  hardships  settled  by  decided  cases 
which  are  not  generally  known  outside  legal  circles, 
and  which  may    therefore    be    productive    of  grave 


Current  Xaw. 


{Under  this  heading  are  noted  from  time  to  time  the  salient 
features  of  decisions  of  interest  which,  so  far,  have  not 
appeared  in  our  "  Law  Reports"  As,  however,  these 
notes  are  necessarily  greatly  condensed,  reference  should 
in  all  cases  be  made  to  the  fuller  report  when  it  appears,) 

Company    Law. 
Bisgood  V.  Nile  Valley  Company,  Litn. 

Kekewich,  J. 
Held,  following  Manners  v.  SL  David's  Gold  and  Copper 
Mines,  Lim.,  that  a  company  should  be  restrained  from 
carrying  into  effect  a  reconstruction  scheme  which  does 
not  duly  provide  for  dissentient  shareholders. — (Times, 
Feb.  23.)         

aorresponOence  aitO  JEnquirtes. 


All  commuiilcatloiis  to  the  Editor  shoaid  be 
by  letter  only. 

Income    Tax. 

fTo  the  Editor  of  The  Accountant,) 
Sir, — Relative  to  the  question  of  correct  assessment 
on  a  business  in  cases  of  succession,  as  raised  in  your 
columns  by  '*  Justice,**  may  I  be  allowed  to  state  that, 
while  agreeing  with  the  views  put  forward  by  Mr. 
Herbert  Edwards  as  to  the  correct  basis  of  charge,  I 
am  also  of  opinion  that  at  the  end  of  the  year  of  assess* 
ment  it  would  be  open  to  the  successor  to  appeal  on  the 

basis  of  actual  profits  as  ascertainedHfbr  that  year« 
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I  betieve  there  is  a  regalation  to  tbis  effect  made  by 
the  board  of  Inland  Revenne,  and  that  in  practice  the 
majority  of  Surveyors  act  on  it,  whereby  an  appellant 
who  has  not  bun  in  receipt  of  the  profits  of  a  business  for 
three  years  can  apply  for  the  appeal  to  be  determined  on 
the  profits  of  the  j  ear  of  assessment. 

Yours,  &c., 

ZERO. 


(To  the  Editor  of  The  Accountant.) 
Sir, — A  point  in  income-tax  has  recently  arisen  on 
which  I  should  be  glad  to  have  your  opinion,  and  if  you 
could  manage  to  answer  my  question  in  tbis  week's 
issue  I  shall  be  much  obliged. 

Are  Christmas  Boxes  to  customers  a  charge  against 
profits  for  income-tax  purposes  ?  As  regards  Christmas 
Boxes  to  employees  I  don't  feel  much  doubt  (though  I 
should  be  glad  of  your  opinion  on  that  also),  as  I  look 
on  them  as  additional  wages,  but  in  the  other  instance 
it  is  not  so  easy  to  decide  whether  they  should  be 
treated  as  subscriptions  or  as  a  trade  expense.  I  find 
no  reference  to  it  in  Murray  &  Carter's  "  Guide." 

Yours  faithfully, 

D.  M.  G. 
[It  would  rest  with  the  Comncdssioners  to  decide  as  a 
fact  whether  the  payments  were  wholly  and  exclusively 
laid  out  for  purposes  of  trade,  &c  — Ed.  Acct,'] 


(To  the  Editor  of  The  Accountant.) 

Sir, — I  have  read  with  interest  the  letter  of 
*' Justice,"  and  the  reply  from  Mr.  Edwards,  together 
with  the  editorial  note  in  your  issues  of  the  loth  and 
17th  inst. 

The  point  raised  would  appear  to  be  one  of  those 
ooroerous  instances,  arisiog  out  of  income-tax  assess- 
ments, which  are  left  to  be  fought  out  between  the 
Surveyor  and  assessed. 

In  your  note  on  p^ge  201  (17th  February)  you  say, 
inter  alia  : — ''  The  question  at  issue  is  not  what  is  the 
justice  of  the  matter,  but  what  is  the  law,"  and  quote 
Income  Tax  Act,  1842,  Section  100,  in  support  of  your 
statement  that  the  salary  of  J.  Brown,  Junr.,  must  be 
added  to  the  assessments  of  the  previous  three  years. 

Messrs.  Murray  &  Carter,  in  their  '*  Guide  to  Income 
Tax  Practice,"  are  of  opinion  that  the  salary  of  an 
employee  admitted  into  partnership  should  be  added 
to  I  he  previous  assessments,  and  their  example  is 
somewhat  analogous  to  the  example  given  by  '*  Justice," 
hot  they  further  add :  "  Many  Surveyors,  however,  do 
**  not  so  adjust  the  old  figures,  but  leave  the  profit  as 


"  ascertained — an  advantage  to  the  taxpayer,  but 
**  apparently  wrong  in  principle,  though  approved  by 
"  the  authorities." 

This  would  seem  to  favour  the  view  that  in  the  strict 
sense  of  the  Act  the  Surveyor  has  no  ground  for  adding 
the  salary. 

What  would  be  the  assessment  if,  upon  the  death  of 
J.  Brown,  Senr.,  J.  Brown,  Junr.,  refused  the  business, 
and  it  was  purchased  by  John  Smith,  who  did  not  require 
the  services  of  a  manager  ? 

According  to  the  Act  of  1842  (Section  100,  Sch.  D, 
fourth  rule  applying  to  cases  i  and  2),  in  the  absence 
of  any  falling  short  of  profits  from  some  specific  cause, 
would  it  not  be  on  the  average  of  the  profits  of  the 
business  for  the  three  years  immediately  prior  to  the 
year  of  assessment,  viz. : — 

£     s    d 
1902 300    o    o 

1903  . .         . .         . .         . .        280    o    o 

1904  . .         . .         . .         . .        240    o    o 

3)820  o    o 

If  this  be  so,  wherein  lies  the  difference  between 
John  Brown,  Junr.  (the  son)  purchasing  the  business, 
and  John  Smith  (the  stranger)  ? 

Thanking  you  in  anticipation  for  your  kind  insertion 

of  this  letter. 

Yours  truly, 

2tth  February  1906.  INTERESTED. 


(To  the  Editor  of  The  Accountant.) 
Sir, — I  have  only  recently  read  the  letter  in  your 
issue  of  the  loth  inst.  signed  '"Justice,"  also  the  letters 
in  your  subsequent  issues,  and  as  the  matter  is  of  general 
interest,  I  give  below  an  extract  from  a  letter  written 
by  me  in  March  1903  to  the  Board  of  Inland  Revenue 
in  respect  of  a  case  for  all  practical  purposes  on  a  par 
with  that  described  by  **  Justice  "  :— 

**  The  appellant,  Mr.  A.  R.,  was  in  the  employ  of  his 
father  (Mr.  G.  R.)  as  manager  for  several  years,  includ- 
ing the  years  1899  ^i^d  1900  and  up  to  June  30th  in  1901, 
when  his  father  died  and  he  succesded  to  the  business. 
In  the  accounts  above  referred  to,  I  have  charged  the 
salary  of  the  said  A.  R.  of  ;(40o  per  annum  for  the 
years  1899  and  1900  and  for  the  period  up  to  June  1901, 
and  the  Surveyor  in  arriving  at  the  average  annual 
profit  for  the  assessment  of  the  business  objects  to  such 
debits  for  salary  and  has  struck  them  out.  I  can  find 
no  authority  for  such  disallowance,  neither  can  the 
Surveyor  refer  to  any  decision  on  the  point,  and  my 
client  has  taken  advice  on  the  matter  and  is  advised  to 
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protest.  Can  you  refer  me  to  any  authority  on  the 
subject  ?  " 
I  did  not  receive  a  direct  reply  from  the  Board  of 
Inland  Revenue,  but  the  local  Surveyor  asked  ine  to 
give  him  a  call,  when  he  informed  me  that  the  Board  . 
had  instructed  him  to  withdraw  his  objection  and  to 
allow  the  salary  to  be  charged  in  arriving  at  the  assess- 
ment.   I  consider  this  course  is  consistent  legally  and 

equitably. 

I  am,  Sir,  yours  faithfully, 

J.   WALTER  G.   HILL. 

Birmingham,  26th  February  1906. 


Informal  Deed  of  Arranj^ement. 

fTo  the  Editor  of  The  Accountant.) 
Sir, — I  should  feel  obliged  if  you  would  kindly  let  me 
know  the  legal  position  of  an  accountant  who,  with  the 
approval  of  such  creditors  as  are  aware  of  the  arrange- 
ment, foregoes  taking  a  deed  of  assignment  and  realises 
and  apportions  the  estate  pro  raid,  takidg  a  receipt  in 
discharge  when  the  accounts  are  closed. 

Yours  faithfully, 
2^nd  February  1906.  CHARTERED. 

(To  the  Editor  of  The  Accountant.) 
Sir, — My  attention  has  lately  been  directed  to  a 
circular  in  which  an  accountant  states  that,  in  pur- 
suance of  bis  instructions  from  the  largest  creditor,  he 
has,  without  going  to  the  expense  of  a  deed  of  assign- 
ment or  registration,  realised  the  debtor's  estate  and 
encloses  cheque  for  the  dividend.  As  this  is  tl]e  first 
intimation  of  the  debtor's  insolvency,  one  not 
unnaturally  resents  the  apparently  high-handed 
manner  in  which  the  creditor  and  accountant  have 
acted.  Would  you  or  any  of  your  readers  state  the 
rights  of  the  general  creditors  and  the  liabilities  of  the 
accountant  in  a  case  of  this  kind,  where  the  claims  of 
the  creditors  who  are  willing  to  combine  are  insufficient 
to  support  a  petition  in  bankruptcy. 

Yours  truly, 
2znd  February  1906.  CREDITOR. 

Competition  between  AccouotaotA. 

(To  the  Editor  of  The  Accountant.) 
Sir, — One  of  your  leading  articles  in  to-day's  issue 
touches  upon  the  ever-recurring  question  of  admitting 
**  all  sorts  and  conditions "    of  accountants   to    the 
Institute. 

Whatever  the  ultimate  advantages  may  be,  such  a 
step  would  be  grossly  unfair  to  members  who  have 
expended  time  and  money  in  obtaining  a  qualification. 


I  quite  agree  that  you  cannot  interfere  with  accoun- 
tants who  are  akeady  practising,  but  surely  it  would 
be  possible  to  obtain  an  Act  prohibiting  any 
unqualified  man  from  commencing  practice  after  a 
certain  date.  '*  Qualified  "  men  would  be  members  of 
the  Institute  and  members  of  the  Incorporated  Society. 
Unqualified  practitioners  would  then  gradually  become 
extinct. 

If  we  could  get  thus  far,  an  amalgamation  of  the 
Institute  and  the  Society  (which,  probably,  could  be 
arranged  to  the  satisfaction  of  both  parties)  would 
afford  a  final  solution  of  the  problem. 

Chartered  Accountants  of  Scotland  and  Ireland  could 
qualify  for  practice  in  this  country  by  admission  to  the 
EngUsh  Institute  on  passing  the  Final  Examination. 
Yours  faithfully, 

CECIL  TILDESLEY. 

Wolverhampton,  24/ A  February  1906. 


Qa5  Companies  and  Depreciation. 

(To  the  Editor  of  The  Accountant.) 
Sir,— Your  leading  article  on  this  subject  is  very 
helpful  as  giving  a  review  of  what  you  conceive  to  be 
the  legal  position  on  the  matter,  but  it  still  leaves  me 
in  considerable  doubt  as  to  the  duty  of  an  auditor  in 
relation  to  the  subject. 

It  would  seem  to  have  been  generally  assumed  that 
the  limitation  to  the  Reserve  Fund  was  a  limitation 
upon  the  power  of  the  company  to  provide  for  depre- 
ciation out  of  profits.  Personally,  I  cannot  see  any- 
thing in  the  words  to  warrant  that  assumption ;  but 
even  if  that  view  be  admitted,  and  there  is  a  clear 
legal  restraint  upon  the  statutory  companies  in  this 
respect,  it  does  not  alter  the  physical  aspect  of  the 
matter.  The  corroding  influence  of  time  cannot  be 
restrained  by  Acts  of  Parliament,  and  it  seems  to  me 
that  at  any  given  time  the  amount  of  depreciation  by 
reason  of  wear  and  tear  must  always  exceed  the 
restoration  by  repair  and  renewal,  and  in  the  course  of 
many  years  this  depreciation  must  become  consider- 
able. Does  not  a  Reserve  Fund  mean  to  the  average 
investor  "  undivided  profits  "  available  for  distribution 
in  case  of  a  deficiency  of  current  revenue  ?  If  so,  the 
same  provision  cannot  at  the  same  time  stand  as  a 
provision  for  wear  and  tear. 

Should  not  the  auditor's  certificate  relate  to  the 
accounts  as  stated  for  presentation  to  the  share- 
holders, and  if  to  bis  mind  the  physical  fact  remains 
that  depreciation  has  taken  place  in  excess  of  restora- 
tion, is  it  not  his  duty  to  draw  attention  to  this  £act 


March  3,  1906. 


THE    ACCOUNTANT 


277 


even  though  Acts  of  Parliament  had  more  explicitly 
debarred  the  companies  from  making  provision  for  this 
depreciation  ? 

The  failure  of  the  Legislature  to  appreciate  actualities 
does  not  make  a  Balance  Sheet  correct,  and  if  in  the 
opinion  of  the  auditor  the  Acts  should  have  allowed 
—should  even  have  directed — reasonable  and  proper 
provision  for  physical  decay,  is  it  not  his  bounden  duty 
to  mention  the  matter  in  his  report  ? 

Yours  faithfully, 

ENQUIRER. 

Net  Profits  Earned  by  a  Company. 

(To  the  Editor  of  The  Accountant.) 

Sir,— Referring  to  my  letter  which  appears  in  your 
last  issue,  and  more  particularly  to  your  comments 
thereon,  I  fear  that  by  unnecessarily  importing  the 
word  "  Capital "  when  referring  to  the  Profit  and  Loss 
charges  I  somewhat  obscured  the  point  to  which  I 
desired  to  call  attention.  My  object  in  using  the  term 
'*  Capital  *'  was  simply  to  distinguish  such  charges  as 
those  mentioned  from  trading  charges,  with  a  view  to 
making  a  distinction  between  the  "net  profits  of"  a 
company,  and  the  "  net  profits  earned  by  "  a  company. 
What  I  should  like  to  have  from  your  readers  is  a 
definition  of  the  expression  "  net  profits  tarnti  by  a 
company."  Is  not  "  the  net  profit  earned  "  the  balance 
of  Trading  Account,  apd  **  net  profit "  the  balance  of 
Profit  and  Loss  Account  ? 

Yours,  &c., 

LEITH. 

[It  seems  to  us  that  the  two  terms  are  interchange- 
•  able. — Ed.  Acct?^ 


Ube  Central  Hasocfatfon  ot  Hccountants. 

Limited  (by  Guarantee)  Incorporated. 


Mr.  Gill  Hall,  A.S.A.A.,  F.A.A.,  Secretary  of  the 
above  Association,  is  directed  by  his  Council  to  thank  us  for 
oar  courtesy  in  giving  publicity  to  his  letter  of  the  14th  ult. 
His  Council  regrets,  however,  that  our  comments  thereon 
serioosly  misrepresent  the  facts  of  the  case,  and  are  in  them- 
selves calculated  to  considerably  damage  the  Association 
and  its  members,  unless  immediately  and  fully  rectified. 

The  misrepresentation  being  that  we  stated  that  the 
Association  recommended  its  members  to  use  the  designation 
"Incorporated  Accountants,"  with  an  affix.  This,  it  is 
stated,  is  wholly  untrue.  The  designation  appears  to 
apply  to  yet  another  Association,  viz.,  The  London  Associa- 
tion of  Accountants.  Members  of  the  Association  designate 
themselves  **  Associated  Accountants,*'  and  do  not  use  any 
other  designation. 


Cbartered  accountants  Aasonfc  Xodge* 

A  PETITION  has  been  signed  to  Grand  Lodge  to  issue  a 
warrant  constituting  the  Chartered  Accountants'  Lodge, 
with  the  object  of  giving  the  younger  members  of  the  pro- 
fession an  opportunity  of  knowing  the  older  members  of  the 
craft.  Amongst  the  founders  who  signed  the  petition  are 
the  following : — 

Paul  Be  van  (Woodthorpe,  Bevan  &  Co.). 

T.  Bowden  (Thomas  Bowden.  Son  &  Nephew). 

Ernest  Edmonds  (Edmonds,  Son  &  Clover). 

Charles  Fox  (Kennedy  &  Fox). 

W.  H.  Fox  (Fox,  Sissons  &  Co.). 

A.  H.  Gibson  (Gibson  &  Ashford). 

Wm.  Harris  (Craig,  Gardner  &  Harris). 

H.  Woodburn  Kirby  (Woodburn  Kirby,  Page 
&  Co.). 

F.  W.  Pixley  (Jackson,  Pixley  &  Co,). 

William  Plender  (Deloitte  &  Co.). 

J.  H.  Whadcoat. 

A.  F.  Whinney  (Whinney,  Smith  &  Whinney). 

J.  W.  Woodthorpe  (Woodthorpe,  Bevan  &  Co.). 


Cbartered  Hccountanta'  Golf  Club* 


A  Mbdal  Competition  of  i8  holes,  under  handicap,  will  be 
held  at  Romford,  on  the  morning  of  Thursday,  the  8th  March 
1906,  by  kind  permission  of  the  Romford  Golf  Club ;  the 
first  prize  bsing  kindly  presented  by  F.  W.  Pixley,  Esq., 
and  the  second  prize  by  the  Club. 

A  Bogey  Competition  of  18  holes,  under  handicap,  will  be 
held  on  the  afternoon  of  the  same  day;  the  first  prize 
being  kindly  presented  by  Ernest  Cooper,  Esq.,  and  the 
second  prize  by  the  Club. 

A  brake  will  meet  the  10.20  a.m.  train  from  Liverpool 
Street,  arriving  at  Romford  at  10.52  a.m.  Cabs  convey 
golfers  to  the  Club  at  a  charge  of  is.  id.  for  a  single  person, 
or  7d.  per  head  if  more  than  one. 


Result  of  ist  Round  of  Tournament. 

E.  J.  Husey  beat  W.  H,  King. 

H.  Wingfield  walked  over. 

R.  S.  Bain     beat    A.  H.  Heap. 

G.  Dixey  „       H.  Champness. 

G.  M.  Gilbert  „       A.  R.  King  Farlow. 

H.  Walters  walked  over. 

W.  F.  Mapleston  beat  H.  Kidson,  Junr. 

T.  D.  Cocke  ,,    G.  Gordon. 

H.  M.  Smith  „    W.  W.  Read. 

S.  P.  Derbyshire    „    C.  F.  Bowker. 

T.  G.  Mellors  walked  over. 

E.  M.  Robinson  ,, 

S.  C.  Leonard  ,, 

D.  Hill 

C.  F.  Burton  beat  M.  Jenks. 

A.  Goddard  walked  over.  {^^  r^r^r^^r> 
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XTbe  Cbartered  accountant  Students' 
Society  of  Xonbon. 


Syllabus— spring  Session,  1906. 


President— Edvfin  Waterhouse,  M.A.,  F.C.A. 
Secretary    and    Librarian  —  Sydney    G.     Cole,     F.C.A.. 
lA  Frederick's  Place,  Old  Jewry,  B.C. 


Mar. 


Feb.  28. — Discussion    on    November    (1903)    Examination 
Questions.     Openers— Ff«a/,  W.  D.  Webster; 
Intermediate,  A.  C.  Anderson. 
7.— Lecture,   "  Bankers,   and    their    relation  to  the 

Money  Market."     Stanley  G.  Smith,  A.C.A. 
14. — Lecture,  "  Vouching  in  the  Conduct  of  Audits  of 
the    Accounts    of   Joint    Stock    Companies." 
H.  E.  Barham,  F.C.A. 
21. — Lecture,   •*  Local    Authorities  and  their  Work." 

Percy  Ashley,  M.A. 
28. — Lecture,  ••Parliamentary  Companies."     F.  N. 
Keen,  LL.D.,  A.C.A. 
4. — Joint  Debate  with  the  Law  Students'  Debating 
Society.      *'  Officialism  ;   its  Dangers  to  Pro- 
fessional Men." 
, ,      II . — Lecture, '  *  Compositions  and  Schemes  of  Arrange- 
ment in  Bankruptcy.*'  A.  H.  Partridge,  A.C.A. 
,,      18. — Twenty-Third  Annual  General  Meeting. 
The  lectures,  debates,  &c.,  are  held  on  Wednesdays,  and 
commence  at  six  o'clock,  unless  otherwise  stated.    All  meet- 
ings and  classes  are  held  at  the  Institute  of  Chartered 
Accountants  (entrance  in  Great  Swan  Alley). 

The  Lending  Library  at  ia  Frederick's  Place,  Old  Jewry, 
is  open  daily  from  9.45  till  5.30.    Saturdays,  9-45  till  i. 


April 


Coaching  Classes  for  the  Preparation  of  Candidates 
FOR  THE  Institute  Examinations. 
The  Classes  meet  at  the  Institute. 

Tutors. 
Fiiia/— Auditing— L.  Cuthbert  Cropper,  F.C.A. 
Bookkeeping    and    Accounts— Lawrence    R.    Dicksee, 
F.C.A.      (Professor    of    Accounting,    Birmingham 
University). 
Law— Herbert  Jacobs,  Barrister-at-Law. 
/if/^mM^ia/f  —  Bookkeeping,    Accounts,    and    Auditing  — 
Percy  Child,  A.C.A. 
Law— Herbert  Jacobs,  Barrister-at-Law. 


The  Classes  begin  in  December  and  June  respectively.  No 
Classes  are  held  during  August.  Full  particulars  will  be  sent 
to  each  member  who  has  not  passed  the  examinations. 


Friges. 

Final. — First  Prize,  Ten  Guineas  (in  books,  or  the  Com- 
mittee will  pay  the  successful  candidate's  entrance  fee  to  the 
Institute).    Second  Prize,  Three  Guineas. 

Intermediate.— First  Prize,  Five  Guineas.  Second  Prize, 
Three  Guineas.   . 

The  above  prizes  will  only  be  awarded  in  books,  and 
provided  that : — 

(a)  Members  are  amongst  the  first  five  successful  candi- 
dates at  their  Examinations. 

(b)  In  the  Final  Examination  successful  candidates  have 
been  members  of,  and  paid  subscriptions  to,  the 
Society  for  three  consecutive  years. 

{c)  In  the  Intermediate  Examination  successful  candidates 

have  been  members  of,  and  paid  subscriptions  to,  the 

Society  for  two  consecutive  years. 

The  special  attention  of  candidates  for  the  forthcoming 

Intermediate  Examination  to  be  held  in  May  is  directed  to 

the  ''Robert  Fletcher  Memorial  Prize,"  for  which  they  may 

be  eligible.      Intending  candidates  should    apply    to    the 

Institute  for  fuller  details. 


Elementary  Free  Classes. 

Bookkeeping,  Accounts,  and  Auditing,  conducted  by  Percy 
Child,  A.C.A. 

This  class  meets  on  ten  Monday  evenings,  at  6  o'clock, 
commencing  on  the  15th  January  1906,  and  is  specially 
intended  for  the  junior  members  of  the  Society. 

Law,  conducted  by  Herbert  Jacobs,  Barrister-at-Law. 

This  class  meets  on  ten  Friday  evenings  at  6  o'clock,  com- 
mencing on  the  19th  January  1906.  The  following  subject 
will  be  dealt  with : — 

"  Elementary  Principles  of  Contract  Law." 


Examinations, 

Examinations  will  be  held  at  the  end  of  each  of  the  above 
courses  of  lectures,  and  prizes  awarded. 

No  member  shall  be  admitted  to  the  examinations  if  at  the 
date  of  the  last  meeting  of  the  Law  or  Accounts  Class  (which- 
ever shall  first  happen)  he  has  served  under  articles  for  a 
longer  period  than  two  years ;  or,  in  the  case  of  University 
Graduates,  one  year. 


Junior  Essay  Competition, 
The  Committee  offer  a  First  Prize  of  Three  Guineas,  and 
a  Second  Prize  of  One  Guinea  for  the  two  best  essays  on  : — 
**  The  Duty  and  Responsibility  of  Auditors  with  regard  to 
the  item  *  Stock-in-Trade  '  on  a  Balance  Sheet." 


Rules. 


(i)  Essays  must  be  written  (not  typed)  on  one  side  of 


the  paper  only. 
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(2)  The  name  of  the  writer  must  not  appear  upon  his  essay, 
but  a  nom  de  plume  must  be  used.  The  essay  must  be  accom- 
panied by  a  sealed  envelope,  addressed  to  the  Secretary, 
marked  on  the  outside  with  the  writer's  nom  de  plume  and  the 
words  "  Essay  Competition  " ;  the  envelope  must  contain 
the  writer's  name  and  address.  The  envelopes  of  the 
successful  essayists  will  alone  be  opened,  the  others  will  be 
destroyed. 

(3)  Essays  must  not  exceed  twelve  pages  of  foolscap,  and 
must  be  delivered  on  or  before  30th  April  1906. 

(4)  The  essays  submitted  for  competition  will  become  the 
property  of  the  Society ,  and  will  in  no  case  be  returned. 

(5)  In  the  event  of  there  being  less  than  three  essays  sub- 
mitted, the  Committee  reserve  the  right  to  withhold  both 
prizes. 

(6)  The  second  prize  will  be  awarded  only  in  the  event  of 
the  arbitrator  reporting  that  the  essay  placed  second  is 
of  sufficient  merit  to  deserve  the  prize. 

The  competition  is  c^en  to  all  members  of  the  Society  who 
have  not  passed  the  Final  Examination  ot  the  Institute. 

In  the  event  of  a  prize  being  awarded,  the  successful 
essayist  will  be  invited  to  read  his  essay  during  the  Autumn 
Session. 


Aeetinos  for  tbe  ensufno  TKIleeft* 


Afoxioy— Manchester  Chartered  Accountants  Stu- 
dents' Society.— Lecture,  "Leaseholds,"  by  Mr. 
A.  R.  Moon,  LL.B.,  Solicitor. 

Tuesday — Institute  of  Chartered  Accountants.— Exami- 
nation Committee,  at  2  p.m. 
Birmingham  Chartered  Accountant  Students' 
Society. — "Hat  Night."  This  meeting  will  be 
preceded  by  tea  at  6  o^dock,  at  the  Library,  8  New- 
hatl  Street ;  6  30  p.m. 

Wtdmtsday — Institute  of  Chartered  Accountants. — 
Finance  Committee,  at  12  noon ;  Council  Meeting, 
2  p.m. 
London  Chartered  Accountants  Students' 
Society. — Lecture,  "  Bankers,  and  their  relation  to 
the  Money  Market,"  by  Mr.  Stanley  G.  Smith, 
A.C.A.,  at  the  Hall  of  the  Institute,  Moorgate  Place ; 
6  p.m. 
Leicester  Chartered  Accountants  Students' 
Society.— Lecture,  ''Colliery  Accounts,"  by  Mr. 
E.  E.  Price.  F.C.A.,  at  Winchester  House,  i  Welford 
Road ;  7  p.m. 
Kingston-upon-Hull  Chartered  Accountants  Stu- 
dents' Society. — Lecture,  "Vouchers,"  by  Mr. 
A.  W.  Retchford,  A.C.A.,  at  the  Hall  of  the  Incor- 
porated Law  Society,  Bowlalley  Lane;  7.45  p.m. 


Thursday  —  Edinburgh*  Chartered  Accountants  Stu- 
dents' Society. — Discussion  (Informal). 

Friday — ^Nottingham  Chartered  Accountants  Students' 
Society.— Lecture,  ''The  Criticism  of  Accounts," 
by  Mr.  W.  R.  Hamilton,  F.C.A.,  at  i  King  John's 
Chambers,  Bridlesmith  Gate ;  7.30  p.m. 


peraonaL 


Mr.  F.  M.  Hawnt,  F.S.A.A.,  F.C.I. S.,  announces  that 
he  has  removed  to  Scottish  Union  Chambers,  iioCoImore 
Row,  Birmingham. 

Messrs.  Howard  Button,  Brettell  &  Co.,  Chartered 
Accountants,  of  75  New  Street,  Birmingham,  and  49  Queen 
Victoria  Street,  London,  announce  that  their  partnership 
has  been  dissolved  by  mutual  consent.  Mr.  Howard 
Button  will  continue  to  practise  at  49  Queen  Victoria 
Street,  London,  E.C.,  and  will  take  over  and  carry  on  the 
London  business  of  the  firm.  Mr.  Howard  W.  Brettell 
has  joined  the  firm  of  Messrs.  Howard  Smith,  Slocombe  & 
Co.,  Bank  Chambers,  zi  Waterloo  Street,  Birmingham,  and 
will  take  over  and  carry  on  the  Birmingham  business  of  the 
firm. 

Mr.  W.  H.  Lovatt,  Chartered  Accountant,  announces 
that  he  has  commenced  to  practise  as  a  Chartered  Accoun- 
tant at  Colmore  Chambers,  3  Newhall  Street,  Birmingham. 
He  served  articles  with  Mr.  Eric  M.  Carter,  of  the  firm  of 
Messrs.  Carter  &  Co.,  33  Waterloo  Street,  Birmingham, 
with  whom  he  has  been  continuously  engaged  for  the  last 
seventeen  years. 

Mr.  Fredk.  p.  Page,  F.C.A.,  announces  that  the  partner- 
ship formerly  existing  between  Mr.  H.  C.  Sargent,  Mr. 
Arthur  Taylor,  and  himself,  under  the  firm  name  of 
Sargent,  Page  &  Taylor,  London,  New  York,  and 
Cincinnati,  has  been  dissolved  by  mutual  consent.  Under 
the  terms  of  the  dissolution,  all  interest  in  the  American 
practice  of  the  firm,  including  the  exclusive  right  to  the  use 
of  the  firm  name  in  America  was  acquired  by  him,  and  the 
practice  has  now  been  amalgamated  with  that  of  Messrs. 
Deloitte,  Plender,  Griffiths  &  Co.,  New  York,  in  which 
firm  he  has  become  a  partner.  The  business,  both  in  New 
York  and  Cincinnati,  will  in  future  be  conducted  under  the 
firm  name  of  Deloitte,  Plender,  Griffths  &  Co.  On  or 
before  ist  May  next  their  New  York  address  will  be  49  Wall 
Street.  Until  then  they  will  continue  to  occupy  their  present 
offices.  Their  address  at  Cincinnati  will  remain  the  same 
as  at  present,  viz..  Union  Trust  Building,  Mr.  Vivian 
Harcourt  being  the  resident  partner. 

Messrs.  T.  F.  Thorne,  Lancaster  &  Co.,   Chartered 

Accountants,    announce    that    they   have    removed    from 

10  Ironmonger  Lane  to  i  Basinghall  Sl/e^|rLondon,  E.C. 
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The  partnership  of  G.  W.  Temple  and  E.  G.  Shorrock, 
as  Certified  Public  Accountants,  carried  on  under  the  firm 
name  of  Temple  &  Shorrock,  at  427-428  Pioneer  Building, 
Seattle,  has  been  dissolved.  The  business  has  been  taken 
over  and  will  be  carried  on  by  E.  G.  Shorrock  at  the  above 
address  in  his  own  name.- 

Mr.  Seymour  Walton,  C.P.A.  (of  Walton,  Roberts  & 
Co.),  Mr.  J.  Porter  Joplin,  C.P.A.,  Mr.  R.  S.  Buchanan, 
C.P.A.,  and  Mr.  Gerald  L.  De  Vor,  C.E.  (of  Buchanan, 
De  Vor  &  Co.),  announce  that  they  have  formed  a  co-part- 
nership dating  from  January  xst  1906,  under  the  firm  name 
of  Buchanan,  Walton,  Joplin  &  De  Vor,  Accountants 
and  Business  Systematisers,  with  offices  at  189  La  Salle 
Street,  Chicago. 

Mr.  Arthur  Whinnev,  of  Messrs.  Whinnev,  Smith  & 
Whinnev,  Chartered  Accountants,  32  Old  Jewry,  E.C.,  has 
been  appointed  Consulting  Accountant  to  the  Central 
(Unemployed)  Body  for  London. 


XTadmantan  5ti9tftttte  ot  Hccountanta. 


The  eighth  annual  meeting  of  members  was  held  at  the 
registered  office  of  the  Institute,  Cook's  Chambers, 
Elizabeth  Street,  Hobart,  on  Wednesday,  13th  December 
1905,  the  President  (Mr.  H.  J.  Wise)  in  the  chair. 

Report  and  Accounts. 

The  following  is  the  eighth  annual  report  of  the 
Council,  year  1905;  — 

Gentlemen,  yoiix  Council  has  pleasure  in  submitting  to 
you  its  eighth  annual  report,  and  in  doing  so  congratu- 
lates members  on  the  continuance  of  the  good  work  done 
by  the  Institute. 

Legislation. 

The  most  noteworthy  work  undertaken  this  year  has 
undoubtedly  been  the  promotion  of  a  Bill  in  the  Tas- 
manian  Legislature  "to  provide  for  the  registration  and 
regulation  of  Public  Accountants  in  Tasmania."  Your 
Council  had  taken  this  matter  into  serious  consideration 
at  the  January  meeting,  encouraged  by  the  remarks  made 
upon  the  subject  at  the  seventh  anniversary  dinner  by  the 
Attorney-General  (lion.  G.  Crosby  Gilmore),  and  at  the 
February  meeting  a  p>etition  was  presented,  signed  by 
every  member  of  the  Institute  in  the  northern  part  of  the 
State,  urging  the  Council  to  use  all  its  efforts  to  get  the 
Government  to  introduce  such  a  measure  during  the  then 
approaching  session.  A  Committee  was  appointed  to  draft 
a  Bill,  and  this,  consisting  of  some  24  clauses,  was  eventu- 
ally accomplished  and  accepted  by  the  Attorney-General, 
who  agreed  to  introduce  it  as  a  Government  measure.  Upon 
its  introduction  strenuous  opposition  was  manifested 
towards  it  in  Hobart  by  those  who,  rightly  or  wrongly. 


anticipated  being  affected  prejudicially  by  it  U  passed  into 
law,  and  even  in  the  Northern  capital  a  wave  of  opposi- 
tion not  much  less  strenuous  was  directed  against  it,  and 
eventually  the  Bill  was,  with  the  consent  of  the  Attorney- 
General,  partially  redrafted  and  remodelled.  Even  this 
did  not  satisfy  the  many  opponents  of  the  measure,  and 
eventually  the  Government  "dropped"  it,  for  the  1905 
session  at  all  events.  The  thanks  of  every  member  of  the 
Institute  are  due  to  the  Hon.  Attorney-General  for  his 
great  kindness  and  courtesy  to  your  Couficil  throughout 
the  whole  business. 

Examinations. 

As  foreshadowed  in  last  Report,  Victoria  withdrew  from 
the  hitherto  existent  joint  schenae  of  Inter-State  Examina- 
tion at  the  end  of  1904,  and  it  became  necessary  to  consider 
a  fresh  proposal,  which  was  courteously  subnu/tted  to  tliis 
Institute  by  the  Sydney  Institute  early  in  July.  It  was 
sought  to  establish  a  new  joint  system  of  examination 
between  the  Sydney  Institute  of  Public  Accountants,  the 
Institute  of  Accounftants  in  South  Australia,  the  Tas- 
manian  Institute  of  Accountants  and  the  Institute  of 
Accountants  and  Auditors  in  Western  Australia,  for  a  com- 
mencement, in  the  hop>e  that  Queensland  and  New  Zealand 
would  join  later  on.  Eventually  the  details  of  the  new 
system  were  agreed  upon  between  the  four  Institutes  first 
named  above,  and  the  examinations  decided  upon  were  a 
simple  Preliminary,  an  Intermediate,  and  a  Final. 

Mr.  H.  Dunstan  Vane,  F.S.I.A.,  of  Sydney,  very  kindly 
consented  to  act  upon  the  Central  Examining  Committee 
as  pernumeat  representative  of  this  Institute. 

The  Final  Examination  is  divided  into  two  sections — 
(a)  the  compulsory  subjects  of  Bo6kkeeping  and  Audit- 
ing, to  be  held  annually  in  October ;  and  (b)  the 
legal  subjects,  wherein  examinations  for  those  who 
have  duly  passed  the  compulsory  subjects,  will  be 
held  annually  in  April.  No  person  may  present  himself 
for  the  April  examination  until  he  has  passed  in  the 
compulsory  subjects. 

In  Tasmania  the  Intermediate  has  not  been  made  com- 
pulsory except  for  candidates  under  25  years  of  age,  but 
the  Council  strongly  urges  all  students  to  sit  for  it  before 
attempting  the  Final. 

The  October  1905  examination  was  the  first  held  under 
this  new  arrangement,  and  of  68  Final  candidates  and  42 
Intermediate  candidates  from  the  Institutes  affiliated  for 
the  purpose  Tasmania  contributed  one  Intermediate  and 
nine  Finals.  Mr.  C.  J.  Inglis  supervised  the  work  of  the 
Northern,  and  the  President  (Mr.  H.  J.  Wise)  and  Messrs. 
C.  J.  Atkins  and  P.  Facy  that  of  the  Southern  candidates. 
This  Institute  was  invited  to  send  a  representative  to 
Sydney  to  sit  on  the  Central  Examining  Committee,  to 
assist  in  assessing  marks  to  the  work  performed  by  the 
various  examinees,  and  your .  Coimcjftscdecledriklr^  J.  B. 
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Hickson,  who  went  to  Sydney  for  the  purpose,  and  who 
was  present  during  a  large  portion  of  this  arduous  work. 
The  result  was  that  13  Final  candidates  and  10  Inter- 
mediaites  succeeded  in  passing,  the  remain<ler  failing  to 
satisfy  the  examiners.  Your  Council  regrets  to  state  that 
all  the  Tasmanian  candidates  are  included  amongst  the 
latter  noted  majority.  Lack  of  experience  and  of  ability  to 
apply  the  knowledge  gained  from  text-books  seem  to  be 
the  greatest  failings  among  our  students.  A  syllabus  has 
been  prepared,  and  issued  to  all  registered  students,  which 
should  be  of  some  help  and  guidance  to  them-  in  preparing 
for  examination. 

In  April  your  Couocil  was  glad  to  arrange  for  the  super- 
vision of  the  examination  work  of  a  candidate  from  the 
Incorporated  Institute  of  Accountants  in  Victoria  at  the 
request  of  that  Institute,  who  was  at  the  time  resident  in 
this  State. 

GeneraL 
During  the  year  one  Fellow,  who  has  been  in  ill-health 
and  out  of  practice  for  a  considerable  time,  forfeited  his 
membership,  and  Mr.  H.  Dunstan  Vane,  of  Sydney,  was 
appointed  Honorary  Corresponding  Member  of  this 
Institute  in  New  South  Wales. 

Your  Council  regrets  thait  owing  to  the  dropping  of 
three  words  in  the  making  of  type-written  transcript  of  last 
year's  Report  a  reflection  was  inadvertently  thrown  upon 
**Tbe  Corporation  of  Accountants  in  Australia."     It  was 


intended  to  say  that  the  body  named  had  applied  to  this 
Institute  for  recognition  "of  its  journal.'*  The  omission  of 
the  three  words  quoted  must  have  conveyed  quite  a  wrong 
impression  to  readers  of  the  Report,  and  your  Council  has 
apologised  to  the  Corporation  for  the  misstatement. 

Your  Council  regrets  to  state  that  Mr.  William  Prety- 
man,  who  has  been  a  member  of  the  Council  since  the 
foundation  of  the  Institute,  resigned  his  position  as  such 
in  September.  The  vacancy  caused  by  such  resignation 
has  not  yet  been  filled. 

The  full  page  advertisement  in  Wise's  directory,  giving 

I  full  list  of  members,  with  the  address  and  rank  of  each,  as 

I  well  as  infoimation  relating  to  examinations,  &c.,   was 

•  again  renewed,  being  of  recognised  advantage  to  members 

and  the  public. 

The  most  cordial  relations  continue  to  prevail  between 

,  this    Institute    and    the    other    principal    Institutes    in 

Australiasia,  as  well  as  with  Institutes  in  other  parts  of 

the   British   Dominions    and    Great    Britain    itself.     The 

friendly  notice  given  our  Institute  from  time  to  time  by  the 

I  editors  of  The  Accountant  and  The  Incorporated  Account- 

I  ants^  Journal  is  gratefully  appreciated  by  your  Council. 

'  H.  J.  Wise,  President, 

J.  B.  Hickson,  Secretary. 
'      The  Treasurer  read  his  Statement  of  Account   to  30th 
I  November  1905,  as  follows : — 


Dr. 


Rbvence  Account  for  the  Year  ending  30th  November  1905. 


Cr, 


EXPLNDITURK.  £     S     d  £      S 

To  Office  Expenses 186 

,  Salaries 25    o    o 

,  Petty  Cash 400 

•  Librax7  Account 3  19    o 

•  Audit  ree iio 

•  LauDCCSion  Branch  Board       650 

•  Advertising  and  Printing         14  16    o 

m  Examination  Expenses 1598 

70  19 

To  Balance  carried  torward  <28  13 


£199  12  II 


Income.  £    s    d       £     s    d 

By  Subscriptions        56    3    6 

»    Interest  on  Fixed  Deposit       290 

m   Examination  Fees  19  19    o 

78  II    6 

By  Balance  forward  from  1904        121    i    s 


£199  12  II 


To  Revenue  Account 
.   i.  B.  Hickson 


Liabilities 


Balance  Shbbt,  30th  November  1905. 


£    s    d 

128  13    9 

650 


£134  18    9 


AssKTS.                                                   £    s  d 

By  Fixed  Deposit,  Commercial  Bank 70    o  o 

»    Library  Account 35    o  o 

•   Commercial  Bank  Current  Account 29  18  9 

£134  18  9 


Note.—lhn  6nal  adjustment  of  the  Examination  Expenses  for  October  Examination  has  not  yet  been  made. 

P.  Facy,  F.T.I.A.,  Hon.  Treasurer. 
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President's  Address. 

The  President  moved  the  adoption  of  the  Report  and 
Accounts,  and  in  doing  so  said :  — 

Fellows  and  Associates,  in  submitting  the  Report  of  the 
Council  and  Statement  of  Accounts  to  30th  November  last 
permit  me  to  briefly  review  the  course  of  eveats. 

I  am  glad  to  say  we  have  concluded  the  eighth  year  of 
our  existence  with  satisfaction  to  ourselves,  and,  I  trust, 
usefulness  to  -our  students  and  to  the  public  generally. 
Ths  efforts  made  to  obtain  legislation  for  our  registration 
and  regulation  brought  the  Institute  into  much  pro- 
minence, not  only  with  many  of  our  sister  Institutes,  but 
in  the  various  journals  devoted  to  the  profession,  and  a 
disappointment  will  be  felt  when  it  becomes  known  that 
the  Ministry,  who  had  introduced  the  Bill  as  a  Government 
measure,  saw  fit  to  withdraw  it  from  the  notice  paper 
without  reading  it  a  second  time.  I  referred  last  year  to 
the  Ordinance  obtained  by  the  Transvaal  Society  of 
Accountants,  iind  the  President  of  that  Society,  when 
addressing  the  first  statutory  meeting,  said  : — "I  think  this 
"  is  a  red-letter  day  in  the  history  of  accountancy.  We  are 
"the  pioneers  in  this  work,  and  no  doubt  some  steps  will 
"have  to  be  retraced — small  ones.  No  doubt  unexpected 
"difficulties  will  crop  up,  but  we  have  made  the  great  step 
"in  advance  of  obtaining  a  Register  of  Accountants,  and  I 
"  am  sure  we  are  commencing  a  movement  which  will  not 
"end  in  the  Transvaal.  My  feeling  is  that  very  soon  the 
*  success — and  the  greater  the  success  we  have  here  the 
*•  sooner  it  will  be — of  this  movement  will  be  reflected  in 
"the  Old  Country,  and  that  we  shall  see  there  established, 
"at  no  very  distant  date,  a  Register  of  Accountants,  and 
"registration  on  similar  lines."  It  is  generally  admitted 
that  the  difficulties  and  dangers  which  attend  registration, 
and  which  legislation  would  undoubtedly  cure,  continue  to 
grow,  as  we  find  that  during  last  year  three  new  Societies 
have  sprung  up  in  the  City  of  London  alone.  With  refer- 
ence to  one  of  these  the  Institute  of  Chartered  Accountants 
of  England  and  Wales  instituted  proceedings  before  Mr. 
Justice  Kekewich  to  prevent  their  registration.  These  pro- 
ceedings failed,  with  costs,  the  Judge  remarking  that  it 
was  impossible  for  the  plaintiffs  to  contend  that  they  had 
acquired  any  monopoly  to  the  name  "accountant,"  or  in 
the  power  of  granting  certificates.  Perhaps  no  stronger 
example  could  be  adduced  for  the  need  for  registration  by 
legislation  or  otherwise  to  protect  the  qualified  members  of 
our  profession  and  to  safeguard  the  public. 

It  seems  to  me  that  the  trend  of  matters  in  connection 
with  the  management  and  regulation  of  accountancy  is 
towards  the  establishment  of  one  Institute  for  the  whole 
of  Australasia  with  one  Central  Executive  Council  and 
with  Ixtcal  Committees  in  the  several  States.  The  establish- 
ment of  such  an  Institute  would  not  necessarily  have  the 
effect  of  absorbing  the  local  Institutes  at  present  existing, 


because  it  would  probably  be  composed  of  practising 
public  accountants  only,  but,  I  think,  it  would  relieve  the 
local  Institutes  of  all  trouble  and  responsibility  regarding 
examinations,  and  we  should  have  but  one  standaord,  one 
examination  throughout  the  whole  of  Australasia,  of  a 
nature  acceptable  to  all,  and  recognised  all  the  world  over. 

The  new  joint  scheme  of  examination  arranged  between 
the  Sydney  Institute  of  Public  Accountants,  the  Institute 
of  Accountants  in  South  Australia,  the  Institute  of 
Accountants  and  Auditors  in  Western  Australia,  and 
ourselves,  must,  for  the  time  being,  be  accepted 
as  the  best  obtainable  under  existing  circumstances, 
and,  while  the  standard  has  not  been  reduced,  it 
is  gratifying  to  find  that,  at  the  October  examination,  a 
better  percentage  of  passes  was  obtained  than  in  recent 
years.  None  of  the  students  presenting  themselves  from 
Tasmania  were  successful,  and  at  first  sight  this  must 
appear  discouiaging.  I  admit  it  was  so  to  myself.  Our 
Institute,  it  must  be  remembered,  shares  the  responsibility 
of  the  examination,  and,  like  the  other  States,  we  have  a 
representative  on  the  Examining  Board.  It  must  not  be 
contended  that  equal  opportunity  was  denied  to  Tas- 
manian  students,  and,  as  Mr.  Gordon  L.  Creasey,  who 
coached  most  of  them,  admits  that  the  papers  were  fair, 
and  such  as  the  students  might  expect  to  receive,  it  follows 
that  the  students  were  themselves  prepared  only  for  the 
Intermediate  Examination  instead  of  the  Final.  I  would 
like  to  take  this  opportunity  of  strongly  recommending 
future  students  to  present  themselves  for  the  Intermediate 
Examination  before  attempting  the  Final.  They  would 
thereby,  if  successful,  receive  an  important  diploma  and 
become  encouraged  to  proceed  with  their  work,  whereas  to 
attempt  the  Final  Examination  straight  away  and  fail 
brings  them  nothing  for  themselves  and  discouragement  to 
all  concerned.  I  desire  on  behalf  of  this  Institute  to 
acknowledge  the  services  rendered  in  this  connection  by 
Mr.  H.  Dunstan  Vane,  F.S.I.A.,  of  Sydney,  and  Mr.  J.  B. 
Hickson,  F.T.I. A.,  of  Hobart,  who  both  represented  this 
Institute  on  the  Central  Examining  Board  in  Sydney,  and 
I  congratulate  the  Board  generally  upon  the  result  of  its 
very  arduous  labours. 

The  Statement  of  Accounts  submitted  is  prepared  by  our 
Treasurer,  Mr.  P.  Facy,  and  duly  audited.  It  discloses 
that  our  receipts  have  slightly  exceeded  the  expenditure. 
And  now,  in  conclusion,  I  desire  to  tender  my  sincere 
thanks  to  all  the  members  of  the  Council,  and  particularly 
to  the  Secretary,  Mr.  J.  B.  Hickson,  for  the  attention  and 
consideration  they  have  bestowed  upon  all  matters  sub- 
mitted to  them,  and  the  very  loyal  assistance  they  have 
accdded  to  me  during  the  year. 

I  have  now  much  pleasure  in  moving  the  adoption  of 
the  Report  and  Accounts. 

Mr.  C.  J.  Atkins  seconded  the  motion,  and  the  Report 
and  Accounts  were  adopted.  /^^^  T 
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fatlures  an&  Bills  of  Sale  in  Bnoland 
ait&  Males. 

According  to  Kemp's  MercantiU  Gaxitte^  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
daring  the  week  ending  Friday,  Feb.  23rd.  was  160.  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  London  GaMette, 
96;  Deeds  of  Arrangement  registered,  64.  The  respective 
aumbers  in  the  corresponding  week  of  last  year  were  : 
Bankruptcies,  105;  Deeds  of  Arrangement,  91 -total,  196; 
befog  a  decrease  of  36.  The  total  number  of  commercial 
failures  recorded  during  the  8  weeks  of  the  present  year  is 
1.329;  the  total  number  recorded  in  the  corresponding  8 
weeks  of  la?t  year  was  1,453,  showing  a  decrease  of  124. 

The  number  of  Bills  of  Saie.  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
Feb.  23rd,  was  161.  The  number  in  the  corresponding  week 
of  last  year  was  176,  showing  a  decrease  of  15.  The  total 
number  filed  during  the  8  weeks  of  the  present  year  is 
1,234  *  the  total  number  filed  in  thje  corresponding  8  weeks 
of  last  year  was  1,341,  showing  a  decrease  of  107. 


Debentures. 


The    Mortgages   and    Charges    registered    by    limited 
companies    in    England    and    Wales    during    the    week 
ending  Friday,  Feb.  23rd.  amounted  to  ^3. 373.339.  by  way  , 
of  addition  to  ;fi  1370,220,  previously  issued  by  the  same 
companies.     The  amount  registered  in  the  corresponding  | 
week  of  last  year  was  ;f  1,198,917,  showing  an  increase  of 
£2,174,422.     The   total   amount  registered    during    the    8  ' 
weeks  of  the  present  year  was  /12, 202,335  (in  addition  to 
the  issues   in   previous  years  by  the  same  companies),  as 
compared  with  ;£  15,8 14, 021  for  the  corresponding  8  weeks  ' 
in  1905,  showing  a  decrease  of  / 3,61 1 ,686. 


The  Profession  in  Scotland. 


COURT  OF  SESSION. 


Edinbargh— Oater  Hoase. 

(Before  Lord  Dundas.) 
February  20. 

R.  A.  Craig  v.  J.  Craig. 

What  constitutes  unlawful  Competition  ? — Charteted  Accountant 
Sues  his  Brother  and  late  Partner — Substantial  Damages 
Awarded. 

JudgiDent  was  pronounced  in  an  action  at  the  instance 
o(  Robert  Archibald  Craig,  C.A.,  22  York  Place,  Edin- 


burgh, against  James  Craig,  C.A.,  27  York  Place.  As 
assignee  of  James  Aikman  &  Sons,  leather  and  boot  factors, 
Jeffrey  Street,  Edinburgh,  the  pursuer  sued  the  defender 
for  ^95  19s.  5d.  and  ^46  i8s.  9d.,  and  as  an  individual  he 
sued  for  ^f  1,000  in  name  of  damages. 

Lord  Dundas  decerned  against  the  defender  for  payment 
to  the  pursuer  of  ;^i3o,  and  found  the  defender  liable  in 
expenses.  This,  he  said,  was  a  distressing  case.  The 
pursuer  (aged  34)  and  the  defender  (aged  41)  were 
brothers.  Both  were  Chartered  Accountants.  They  were 
partners  under  the  firm-name  of  J.  &  R.  A.  Craig  from  1894 
to  1897,  when  the  partnership  was  dissolved.  Since  then 
they  had  carried  on  separate  businesses  in  premises  which 
were  situated  in  the  same  street.  The  pursuers  ground  of 
action  was  that  since  the  dissolution  of  the  firm  the 
defender  had  entertained  the  greatest  ill-will  and  hatred 
towards  the  pursuer,  and  had  sought  every  occasion  to 
unlawfully  molest  and  injure  him  in  his  business,  and  to 
interfere  with  him  in  the  practice  of  his  profession,  which 
was  his  means  of  livelihood.  Both  parties  courted  the 
fullest  inquiry,  and  the  proof  was  of  formidable  dimen- 
sions. His  Lordship  had  considered  the  case  with  great 
care  and  anxiety.  It  was  impossible  within  reasonable 
limits  to  analyse  the  whole  evidence  in  detail,  or  to  advert 
to  every  point  which  made  in  favour  of  one  party  or  the 
other.  He  would  content  himself  with  dealing  as  concisely 
as  he  could  with  each  of  the  episodes  upon  which  the  pur* 
suer  founded  in  the  order  in  which  he  had  set  them  out 
upon  the  record,  and  stating  for  the  benefit  of  the  parties 
a  sufficient  outline  of  the  reason  upon  which  his  conclu- 
sion in  regard  to  each  episode  was  based.  With  regard  to 
the  law  of  the  matter,  counsel  for  the  i)arties  were  sub- 
stantially at  one.  Competition  between  members  of  a 
profession  or  a  trade  was,  of  course,  within  limits,  lawful, 
though  it  might  result,  and  be  intended  to  result,  in  loss 
or  injury  to  one  of  them  and  corresponding  benefit  to 
another.  But  competition  must  be  carried  on  by  legal  and 
not  by  illegal  methods.  The  law  did  not  in  such  questions 
regard  motive.  An  act  lawful  in  itself  was  not,  his  Lord- 
ship apprehended,  converted  by  a  bad  or  malicious  motive 
underlying  it  into  an  unlawful  act,  so  as  to  render  the 
doer  of  it  liable  in  an  action  of  damages.  It  would  not  be 
sufficient  for  the  pursuer,  in  order  to  recover  damages,  to 
show  that  the  defender  had  acted  towards  him  malo  animo. 
He  must  e^stablish  that  the  injurious  result  to  him  of  the 
defender's  actings  in  all  or  in  some  one  or  more  of  the 
instances  alleged  was  achieved  by  means  which  were  in 
themselves  illegal,  and  that  the  representations  made  by 
the  defender  to  third  parties,  resulting  in  loss  and  injury 
to  the  pursuer,  were  untrue  in  fact  to  the  knowledge  of 
the  defender,  or,  at  all  events,  made  by  him  recklessly 
and  without  sufficient  justification.  Dealing  with  the  main 
points  founded  on  by  the  pursuer,  his  Lordship  said  that 
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in  1898  the  pursuer  was  employed  by  Mr.  Murray,  a  dienit 
of  his,  and  a  creditor  of  the  North  British  Agency  Com- 
pany, Lim.,  to  recover  a  debt  oi  £1$  due  by  the  company 
under  a  bill.  The  company  ifailed  to  pay,  the  bill  was 
protested,  and  the  days  of  charge  expired.  On  12th 
October  1898  Mr.  Murray  presented  a  petition  to  the  Court 
for  the  judijcial  winding-up  of  the  company.  In  the 
petition  the  pursuer  was  proposed  for  apj)ointment  as 
liquidator.  On  27th  October  the  petition  was  called  in 
Court,  when  counsel  appeared  and  stated  objections  to  the 
pursuer's  appointment,  and  the  Court  named  another 
gentleman  as  liquidator.  The  written  instructions  upon 
which  counsel  stated  the  objections  were  given  to  him  by 
Mr.  Ketchen,  S.S.C.  Mr.  Ketchen  on  his  part  was  acting 
upon  written  instructions  given  to  him  by  the  defender  by 
letter  dated  20th  October,  the  contents  of  which  were  sub- 
stantially embodied  in  Mr.  Ketchen*s  instructions  to 
counsel.  This  important  letter,  after  referring  to  a  "con- 
versation," about  which  no  very  satisfactory  explanation 
was  given  by  the  defender,  and  which  Mr.  Ketchen  did 
net  recollect  to  have  taken  place,  bore  to  enclose  a 
"mandate  in  your  favour  by  Mr.  James  Watson, 
"  14  Hamilton  Place,  authorising  you  to  oppose  the 
"appointment  as  liquidator  of  the  party  named  in  the 
"petition  for  liquidation  of  the  North  British  Agency  Co., 
"Lim.  Mr.  Watson,  besides  being  a  shareholder,  is  a 
"creditor  of  the  company  for  ^£30,  and  it  is  believed  by 
"him  that  the  petition  for  liquidation,  though  nominally 
"at  the  instance  of  a  creditor  for  £1$  or  thereby,  is  really 
"at  the  instance  of  Mr.  Hunter,  the  secretary  and  pro- 
"moter  of  the  company,  and  the  liquidator  proposed  is 
"his  nominee.  There  are  good  grounds  for  inquiring  into 
"transactions  in  connection  with  the  promotion  of  the 
"  company,  and  Mr.  W^atson  believes  that  the  inquiry  will 
"  not  be  properly  undertaken  by  a  nominee  of  Mr.  Hunter, 
"and  he  would  prefer  that  the  Court  should  appoint  an 
'independent  liquidator."  It  was,  his  Lordship  said, 
untrue  to  say  that  Mr.  Watson,  who  gave  the  mandate, 
waj.  a  creditor  of  the  company  ;  he  was  only  a  shareholder 
in  it  to  the  extent  of  ^5.  Further,  it  was  conclusively 
proved  by  the  evidence  of  Mr.  Hunter  and  of  the  pursuer 
that  the  latter  was  in  no  sense  or  degree  the  nominee  of 
the  former.  They  had  in  fact  only  once  met  each  other. 
It  was  upon  these  untrue  representations  made  to  the 
Court  that  the  pursuer  lost  his  appointment.  The 
defender's  answer  upon  the  record  was,  his  Lordship 
regretted  to  say,  not,  in  his  opinion,  candid  or  true.  He 
stated  that  he  "was  professionally  requested  to  co- 
"  operate  in  endeavouring  to  secure  the  appointment  of 
"liquidator.  The  defender  agreed  to  said  request,  and 
"with  that  object  approached  certain  shareholders  in  the 
'^  usual  way  for  mandates  to  support  his  nomination,  llie 
"defender   was   successful   in   obtaining   the   support   of 


"  certain  shareholders."    Now,  the  evidence  by  which  these 
averments  were  supposed  to  be  supported  speared  to  be 
that  of  (i)  Gentle,  a  young  clerk  in  the  defender's  office, 
who  said  that  he  got  a  list  (A  the  shareholders  and  can- 
vassed  some   of   them,   and   succeeded   in   getting   some 
mandates    for    the    appointment     of    the    dielender     as 
liquidator ;  (2)  Riddell,  who  obtained  a  mandate  of  some 
sort  from  Watson  ;  and  (3)  the  defender,  who  stated  thai 
the   sole   object   of  his   intervention   was   to   secure   the 
liquidatorship  for  himself,  and  added  that  when  he  wrote 
the  letter  he  was  not  aware  that  his  brother  was  named  in 
the  petition,  nor  who  the  party  named  in  it  might  be.    The 
defender  was  specially  challenged  before  the  closing  of 
ths  record  "to  state  the  names  of  the  persons  interested 
"  who  asked  him  to  co-operate  with  them,  and  to  give  the 
"names   of  the   certain   shareholders   whose   support    he 
"secured."    But  at  the  proof  not  a  single  mandate  could 
be  produced,  nor,  what  was  more  remarkable,  could  the 
defender  or  either  of  his  clerks  give  the  name  of  a  single 
alleged  mandatory  except  Watson.    But  the  most  striking 
fact,  as  bearing  upon  the  truth  of  the  defender's  record* 
and  of  his  evidence,  was  that  there  was  no  hint  or  mention 
of  his  own  name  as  a  caaididate  for  this  liquidatorship 
either  in  his  letter  or  in  Mr,  Ketchen's  instructions  to 
counsel,  nor  was  any  mention  of  the  defender  made  when 
the   petition   was   moved   in   Court.     His   Lordship   was 
unable  to  accept  the  view  that  the  defender's  actings  in 
this  matter  were  due  to  any  desire  or  idea  of  securing  the 
appointment  for  himself,   or  that   he   had   been   profes- 
sionally requested  to  co-operate  towards  that  end.     He 
was  forced  to  the  conclusion  that  the  defender  was  not 
really  a  candidate  for  the  appointment  of  liquidator  ;  that 
he  desired  to  deprive  his  brother  of  it ;  that,  with  that  end 
in  view,  he  made  statements  to  Mr.  Ketchen  which  were  in 
fact  untrue,  and  which  he  had  no  ground  for  believing  to 
be  true;   that  the  communication  of  these  statements  to 
the   Court   resulted   directly    in    the   pursuer    losing    the 
appointment,  which  he  would  otherwise,  as  a  matter  of 
course,  have  obtained]   and  that  that  loss  was  a  matter 
which  suggested  substantial  damages  to  the  pursuer.     In 
September  1900  the  pursuer  was  nominated  as  liquidator 
in  a  petition  by  Colston  &  Co.,  Lim.,  for  the  winding-up 
of  Fairbairns,   Lim.     On   27th   September  answers   were 
lodged  for  John  Baird,  solicitor,  Edinburgh,  a  shareholder 
in   Fairbairns,   Lim.     In  these  answers  objections   were 
stated    to   the    pursuer's    £q)pointment,     and    the    Court 
appointed    a    gentleman    of    their    own    selection.      The 
pursuer's  case  was  that  these  answers  were  framed  by  the 
defender    himself;     that    he    inserted    in     them     state- 
ments about  the  pursuer  which  were,  to  his  knowledge 
untrue ;  and  that  he  got  Mr.  Baird  to  sign  and  lodge  the 
answers  with  the  desire  and  the  result  of  depriving   the 

pursuer  of  the  appointment.     Th^fcvidence  stood    thus. 
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The  pursuer  stated  that  he  was  astonished  when  he  saw 
these  answers,  and  went  and  saw  Mr.  Baird  about  the 
matter.     ''Mr.  Baird  told  me  that  the  defender  was  the 
•*  author  of  the  answers.    .    .    .    Q. — ^Did  Mr.  Baird  state 
"to  you  that  he  had   been   induced  to  consent  to   the 
"answers  being  lodged  in  his  name?    A. — He  did.     He 
"  expressed  regret  for  it,  and  said  he  would  go  no  further, 
•'and  would  not  instruct  counsel  to  support  the  answers." 
The  pursuer  also  asked  a  friend,  Mr.  R.  D.  Monteith,  who 
apparently  knew  Mr.  Baird  very  well,  to  call  upon  the 
latter  and  endeavour  to  get  him  to  withdraw  the  answers. 
Mr.   Monteith   did   so,    and  he  deponed:    "Q. — ^Do  you 
•recollect  what  Mr.  Baird  told  you  about  the  answers? 
*A.— Yes.     He  said  he  really  knew  very  little  about  the 
"thing — ^that  it  was  Mr.  James  Craig  who  had  asked  him 
"  to  put  them  in,  and  in  point  of  fact  that  he  had  sent  him 
"the  answers  to  lodge.     Q. — Did  he  say  they  had  been 
'•lodged  at  the  defender's  request?    A. — Yes,  and  he  was 
■'surry,  but  the  thing  had  gone  too  far,  and  he  could  not 
'withdraw."     Again:    "Q.— Do  you  swear  that  he  (Mr. 
'Baird)  said  the  answers  were  prepared  by  James  Craig, 
*or  was  it  an  inference  you  drew  from  what  he  said? 
"  A. — I  swear  he  said  so."    These  two  witnesses  were  to  a 
certain  extent  corroborated  by  Hastie,  Mr.  Baird's  clerk. 
On  the  other  hand,  the  defender  swore  that  he  heard 
nothing   about  the  petition  for  winding  up   Fairbairn*s, 
Lim.,  that  he  did  not  endeavour  to  find  out  anything  about 
it,  and  that  neither  he  nor  anybody  for  him  canvassed  Mr. 
Baird  or  anyone  else  to  lodge  answers.    In  that  state  of 
the  evidence,  the  crucial  witness  came  to  be  Mr.  Baird. 
Now,  Mr.  Baird,  for  some  reason  which  his  Lordship  did 
no!  propose  to  have  fathomed,  chose  to  give  his  testimony 
tn  the  most  unsatisfactory  manner  possible.     His  general 
attitude  was  one  of  non  nemini.    He  did,  indeed,  at  parts 
uf  his  evidence  deny    in    terms    that  the  answers  were 
framed  by  the  defender,  or  that  the  latter  induced  him  to 
sign  and  lodge  them.     But  again  and  again  he  permitted 
himself  to  reply  in  the  aiSirmative  to  such  questions  as 
*May  that  have  happened?"  or  "May  you  have  said  so 
and  so?  "  even  when  such  a  supposition  would  be  plainly 
inconsistent   with    his   positive  statements   in   regard   to 
important  points  involved.    That  sort  of  evidence  was  most 
unsatisfactory,   especially  when  given  by   a  professional 
lawyer.      Upon  the  whole,  his  Lordship  considered  that 
)lr.    Baird's  evidence,  such  as  it  was,  must  be  held  as 
C'>ing  to  support  the  defender's  side  in  the  conflict  of  evi- 
dence.    The  story  was  a  strange  one,  and  he  had  had  great 
d'>ubt  in  arriving  at  any  decision.     But  his  opinion  was 
that  the  only  safe  and  proper  conclusion  as  regarded  the 
episode  was  to  hold  that  the  pursuer's  contention  was  not 
conclusively  proved.    The  next  matter  had  to  do  with  the 
Kquestration  of  one  Higgins  in  August  1902.    The  pursuer 
wab  invited  and  agreed  to  become  the  trustee  in  Higgins* 


sequestration,  and  at  a  meeting  of  the  creditors  on 
9th  September  1902  he  was  unanimously  appointed 
trustee.  The  pursuer's  ground  of  action  was  that  the 
defender  thereafter  endeavoured  by  fraudulent  and  illegal 
methods  to  get  him  removed  from  the  post.  It  appeared, 
however,  that  this  endeavour — by  whatever  means  com- 
passed— signally  failed,  and  his  Lordship  did  not  think 
that  the  pursuer  had  ^lown  that  he  suffered  any  loss  or 
damage  in  regard  to  the  matter.  In  November  1903  the 
estates  of  Messrs.  J.  A.  Dobbie  &  Co.  were  sequestrated. 
The  pursuer  was  appointed  judicial  factor  at  the  instance 
of  Mr.  Peddie,  the  largest  trade  creditor.  It  was  also  Mr. 
Peddie's  desire  that  the  pursuer  should  become  trustee 
in  the  sequestration.  In  this  case  it  appeared  that  the 
defender  did  not  want  the  trusteeship  for  himself,  but  he 
was  asked  by  another  gentleman  who  was  to  be  a  candi- 
date for  it  to  support  and  assist  him.  The  defender  agreed 
to  do  so.  It  was  not,  his  Lordship  thought,  true  to  say,  as 
the  pursuer  did,  that  the  defender  proffered  his  services. 
His  Lordship  held  in  this  matter  that  the  defender  did,  in 
fact,  procure  the  deprivation  of  his  brother  for  the  time 
being  of  the  trusteeship,  and  that  he  intentionally  adopted 
illegal  means  to  that  end.  It  followed  that  the  pursuer 
was  in  his  judgment  entitled  to  damages.  The  next  topic 
was  concerned  with  the  affairs  of  William  Simpson,  boot- 
maker, Leith  and  Loanhead.  These  affairs  Simpson 
placed  in  the  defender's  hands  in  January  1904.  Whether 
or  not  there  was  also  a  trust  deed  in  the  defender's  favour 
was  matter  of  dubiety.  It  appeared  that  the  pursuer 
desired  to  get  William  Simpson's  affairs  into  his  own 
hands.  He  arranged  with  Simpson  to  go  to  Glasgow  with 
him  on  i8th  January  1904  to  interview  the  Glasgow 
creditors.  But  on  that  day  Simpson  instead  travelled  to 
Glasgow  with  the  defender,  and  they  went  together  to  the 
former's  brother,  George  Simpson.  The  outcome  of  the 
visit  was  that  the  defender  returned  to  Edinburgh,  armed, 
as  he  alleged,  with  instructions  to  consult  counsel,  and  if 
counsel  should  so  advise,  to  institute  proceedings  at  the 
instance  of  William  Simpson  against  Messrs.  Aikman  & 
Sons,  and  also  a  separate  action  against  the  present  pur- 
suer at  the  instance  of  George  Simpson.  The  object  of  the 
proposed  litigations  was  to  affirm  that  Messrs.  Aikman 
had,  through  the  alleged  instrumentality  or  with  the  con- 
nivance of  the  pursuer  obtained  an  illegal  preference  over 
Mr.  Simpson's  other  creditors  when  he  was  (in  1901)  in  an 
embarrassed  condition,  and  had  made  arrangements  with 
his  creditors.  The  defender  certainly  obeyed  his  instruc- 
tions with  great  alacrity.  The  same  evening  (i8th  January) 
he  consulted  counsel  verbally,  and  two  proceedings  were 
immediately  set  afoot  in  William  Simpson's  name  against 
Messrs.  Aikman.  Both  of  the  actions  were  departed  from 
by  William  Simpson  before  the  date  upon  which  proof  had 
been  fixed,  and  Messrs.  Aikman  were,  of  course,  fouhd 
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entitled  to  expenses.  The  pursuer  felt  so  keenly  about  the 
averments  made  in  these  proceedings,  so  far  as  affecting 
himself,  that  he  took  an  assignation  from  the  Aikmans  of 
the  sums  to  which  they  had  been  foujid  entitled  in  each 
action,  and  all  their  "  right,  title,  and  interest  in  and  to  the 
premises."  By  the  form  in  which  the  present  summons 
and  condescendence  were  framed,  his  Lordship  thought 
that  the  pursuer  had  definitely  confined  himself,  as 
regarded  this  part  of  the  case,  to  the  recovery,  if  possible, 
of  the  two  sums  of  £gs  19s.  5d.  and  ;^46  i8s.  gd.  respec- 
tively, for  which  he  specially  sued  as  assignee  of  the 
Aikmans  upon  the  ground  that  in  both  actions  the 
defender  was  the  verus  dominus  litisy  and  was  therefore 
bound  to  repone  the  pursuer  in  these  sums,  which  he  had 
had  to  pay  to  the  Aikmans.  In  his  Lordship's  opinion  the 
pursuer's  case  upon  this  point  failed.  The  plea  of  dominus 
litis  imposed  a  heavy  onus  upon  him  who  attempted  to 
establish  it.  He  must  in  order  to  succeed  prove  that  the 
alleged  dominus  was  truly  the  principle  in  the  action,  and 
that  the  actual  litigant  was  merely  his  agent.  That,  in 
his  Lordship's  judgment,  the  present  pursuer  had  not 
sufficiently  made  out.  From  the  inception  of  the  pro- 
ceedings in  question  Mr.  Peter  Clark,  solicitor  (who 
seemed  to  give  his  evidence  with  becoming  candour), 
deponed  that  he  had  all  along  the  usual  and  proper  control 
and  cond-uct  of  the  cases,  subject  to  the  instructions  of  his 
client.  As  regarded  the  defender,  Mr.  Clark  deponed :  "  I 
"never  in  any  way  regarded  him  as  my  client  in  these 
"actions,  or  looked  to  him  for  payment  of  my  account. 
"  He  had  nothing  to  do  with  the  control  of  these  actions." 
Wm.  Simpson's  consent  to  the  abandonment  of  both  pro- 
ceedings was  caused,  Mr.  Clark  deponed,  by  want  of  funds. 
In  these  circumstances,  his  Lordship  thought  that  the  pur- 
suer's case  that  the  defender  was  the  verus  dominus  was 
not  made  out.  It  was  true  that  \Vm.  Simpson  in  the 
witness-box  did  not  impress  his  Lordship  as  a  dominating 
personality,  but  the  reverse.  It  was  also  true  that  the 
defender's  attitude  towards  his  brother  in  this  matter  indi- 
cated <an  unfriendly  disposition,  and  a  willingness  (to  put 
it  no  higher)  that  these  actions  should  be  set  afoot  with 
all  speed.  .  But  these  con€iderations  did  not  aifeot  his 
Lordship's  conclusion  upon  the  legal  aspect  of  the  ques- 
tion. It  was,  he  thought,  right  and  fair  to  add — although 
in  the  view  which  he  took  it  was  unnecessary  to  decide, 
and  he  did  not  decide  the  point — ^that  as  at  present  advised 
he  saw  no  reason  to  suppose  that  as  matter  of  fact  there 
was  any  illegal  preference  granted  in  favour  of  Aikmans 
in  1901,  or  that  any  imputation  of  misconduct  could  justly 
be  made  against  the  pursuer  in  regard  to  anything  that  he 
had  done  or  was  concerned  in  in  connection  with  Simp- 
son's aff'airs  at  tliat  time.  It  remained  to  consider  the 
pursuer's  complaint  against  the  defender  in  regard  to  an 
action     at    the    instance    of    George    Simpson,    grocer. 


Cathcart,  against  the  pursuer.    That  action  was  thxown  out 
in  the  Procedure  Roll  as  being  irrelevant.     The  present 
pursuer  recovered  his  expenses  from  George  Simpson.  But 
he  complained  that,  in  this  matter,  he  discerned  the  hajid 
of  his  brother,  ever  seeking  to  strike  a  blow  at  his  career 
and  his  business  reputation.    The  action  had  regard,  in  a 
somewhat  differeat  aspect,  to  the  alleged  ill^al  prefer- 
ence obtained  by  certain  of  Mr.  Simpson's  creditors  in 
190X,   and  to  the  pursuer's   actings   at  that  time.     The 
evidence  upon  this  head  of  the  case  had  caused  his  Lord- 
ship considerable  doubt  and  anxiety.    The  originiation  of 
George  Simpson's    action    presented    some    strange  and 
exceptional  features.    It  appeared  that  on  i8th  June  19041 
when  the    defender    accompanied    William    Simpson,  in 
relation  to  the  latter's  affairs,  to  see  George  Simpson,  that 
gentleman  learned  for  the  first  time  of  the  alleged  illegal 
preference  in  190X,  and  conceived  the  idea  from  what  his 
brother  said — or  more  probably  from  what  was  suggested 
by  the  defender — that  he  might  have  a  ground  ol  action 
against  the  pursuer,   which,  according  to  the  judgment 
above  referred  to,  it  seemed  he  had  not.    Apparently  it  was 
arranged  that  the  defender's  consultation  of  counsel  as  to 
William   Simpson's   chances   of   success   should   include 
George  Simpson's  prospects  also.     Now,  the  defender's 
subsequent  energy  and,  indeed,  precipitation,  in  setting 
afoot  George  Simpson's  action  against  the  pursuer,  were 
not,  to  his  Lordship's  mind,  pleasant  topics  of  reflection. 
The  summons  which  seemed  to  have  been  typed  in  the 
defender's  office  was  actually  served  upon  the  pursuer  the 
very  next  day,  zgth  Jaii^uary,  and  that  without  the  smallest 
note  of  warning  or  opportunity  for  explanation.     It  was 
difficult   to   understand    such    conduct    by   one   brother 
towards  another,  except  upon  the  footing  that  ill-will  and 
intention    to    injure    lay    behind    it.    But    his    Lordship 
hardly  saw  his  way  to  affirm  that  the  defender's  actings, 
however  unfriendly,   were    such    as    to    subject  him    to 
liability  in  damages,  which  was  the  point  here  at  issue. 
The  case  was  placed  in  the  hands  of  agents  and  counsel, 
who,  George  Simpson  said,  advised  that  there  was  a  good 
case.    The  agent  communicated  regularly  with  his  cliecit, 
who  stated  that  he  read   and  approved  the  statesnents 
made  upon  his  record,   and  that,  after  the  meeting    on 
iSth  January,  he  had  nothing  to  do  with  the  defender  in 
the  matter.     His  Lordship  did  not  think  that  there  nvas 
room  upon  the  evidence  for  holding  that  the  defezider         I 
could  be  held  responsible  for   any  statements  made    in 
George   Simpson's   action,   which   might   be   untrue    and 
injurious  to  the  pursuer.    Finally,  with  regard  to  certain 
circulars   which   were    issiied    by    the    defender   to    tbe 
creditors  of  William  Simpson,  and  which  were  brouglit  in 
by  the  pursuer  as  matters  of  complaint,  his  Lordship  couJd 
not  see  his  way  to  holding  it  to  be  proved  that,  if  and  in 
so  far  as  they  contained  statements ^nT^^  pur- 
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3uer,  these  statements  were,  in  fact,  untrue  in  the  know- 
ledge of  the  defender,  or  were  published  by  him  at  his 
own  hand  in  utter  recklessness  as  to  their  truth  or  falsity. 
In  regard,  therefore,  to  these  matters,  his  Lordship  said 
he  found  no  legal  ground  for  awarding  damages  against 
the  defender,  although,  as  he  had  said,  these  matters 
(especially  the  facts  in  connection  with  the  raising  of 
George  Simpson's  action)  were,  to  his  mind,  of  a  distinctly 
suspicious  character,  and  indicative  of  a  hostile  attitude 
upon  the  part  of  the  defender  towards  his  brother.  The 
as««ssment  of  damages  in  such  a  case  as  this  could  not,  of 
course,  be  made  upon  any  close  and  precise  calculation. 
The  damages  must,  be  thought,  clearly  be  of  substantial 
amount,  but  not,  of  course,  of  a  vindictive  character.  Upon 
the  best  consideration  which  he  could  give  to  the  matter, 
he  believed  that  the  justice  of  the  case  would  be  met  by 
an  award  of  ;f  130. 


Edinbargh— Oater  Hoase. 


(Before  Lord  Johnston.) 

February  22. 

J.  W.  Marshall  and  another  v.  D.  A.  Rhind  and  others. 

Company  Law—  Vendor's  Obligation — Directors'  Power  to  Write 
off  same — Transaction  Ultra  Vires  of  the  Company. 

Th©  I^^rd  Ordinary  gave  his  opinion  in  the  action  by 
Jan?es  Wallace  Marshall,  residing  at  Carlton,  Upp>er 
Largo,  and  John  Downie  Morris,  tea  agent,  2  St.  Andrew 
Square,  Edinburgh,  against  David  Allan  Rhind,  wine  mer- 
chant, I^ith,  and  Alexander  Erskine  Bell,  hotel-keeper, 
Crown  Hotel,  Blairgowrie,  the  present  directors  of  D.  A. 
Rhiikd  &  Company,  Lim.,  Quality  Street,  Leith.  Two 
former  directors  of  the  company,  William  Thomson, 
W.S.,  23  York  Place,  Eklinburgh,  and  Thomas  John 
Ferguson,  7  Lothian  Bank,  Eskbank,  were  also  called  as 
defenders.  The  pursuers  asked  an  order  on  all  the 
defenders  conjointly  and  severally  to  pay  or  refund  and 
restore  (i)  the  sum  of  £s,S74  ^s.  3d.,  and  (2)  the  sum  of 
/4,i4i    12s.  4d. 

Lord  Johnston  said  the  company  of  D.  A.  Rhind  &  Com- 
pany. Lim.,  was  formed  in  1897  ^^  acquire  the  business  of 
D  A.  Rhind  &  Company,  whisky  blenders  and  wine  and 
spirit  merchants,  Leith,  and  of  David  Allan  Rhind,  the 
*>le  partner.  A  provisional  agreement  had  been  entered 
into  on  26th  May  1897,  under  which  David  Allan  Rhind 
undertook  to  act  as  managing  director  of  the  company  for 
ten  years  to  hand  over  to  the  company  ;f6,ooo  in  cash, 
%nd,  as  he  was  sole  partner  of  the  firm,  to  guarantee  the 
Iw  .  »k  debts  at  the  amount  specified,  and  to  pay  the  whole 


preliminary  expenses  of  the  company.  Mr.  Rhind  failed 
to  hand  over  to  the  company  ^6,000  in  cash,  and  there  was 
a  slight  deficiency  in  the  book  debts  to  be  handed  over 
by  the  firm,  the  result  being  that,  allowing  for  certain 
per  contrast  Mr.  Rhind,  at  nth  December  1897  ^^  ^"^  *o 
the  company  on  these  heads  ;£5,574  6s.  3d.,  first  mentioned 
in  the  summons.  In  the  next  place,  Mr.  Rhind  did  not 
pay  the  costs  of  promoting  the  company  or  the  interest 
upon  the  bill,  and  these  sums,  with  certain  further  items, 
raised  a  debit  balance  against  him  on  his  private  account 
amounting  to  £^yi^i  12s.  4d.,  which  was  the  second  sum 
mentioned  in  the  summons.  The  company  was  not  suc- 
cessful, and  in  May  1903  the  capital  of  ;^50,ooo  was 
reduced  by  ;£i8,ooo.  In  these  circumstances,  the  transac- 
tion complained  of  was  as  follows: — The  board  of  direc- 
tors, who  at  that  time  consisted  of  Mr.  Rhind  himself,  of 
Mr.  Thomson,  W.S..  a  partner  of  hia  agents  in  the  flota- 
tion of  the  company,  and  Mr.  T.  J.  Ferguson,  on  2nd 
November  1903  resolved  that  such  debts  as  were  bad  at 
i8th  May  1903  should  be  written  off,  and  that  a  Reserve 
Account  should  be  open^  for  the  imappropriated  part  of 
the  ;^i8,ooo  by  which  the  capital  had  been  reduced. 
Further,  they  thereupon  caused  to  be  written  off  the  two 
sums  above  mentioned  due  to  the  company  by  Mr.  Rhind 
and  returned  him  his  bill  for  the  first  of  these  sums,  and 
retransferred  to  him  the  2,000  ordinary  shares  held  in 
security.  Thereafter  they  treated  Mr.  Rhind  as  freely  dis- 
charged of  the  two  sums.  These  facts  were  all  admitted 
by  the  defenders.  It  seemed  to  his  Lordship  very  plain  on 
the  surface  of  the  facts  as  they  were  admitted  that  Mr. 
Rhind,  vendor  to  the  company,  and  its  managing  director, 
had  received  a  gift  of  part  of  the  company*s  assets,  which 
it  was  beyond  the  power  of  the  company  to  make.  The 
object  of  the  company  was  primarily  to  carry  out  the 
agreement  entered  into  with  him  and  his  firm  in  May  1897. 
One  of  the  terms  of  that  agreement  was  that  he  should 
hand  to  the  company  in  cash  ;^6,ooo.  He  h-ad  not  done  so. 
The  directors  had,  without  consideration,  discharged  him 
of  his  obligation.  They  had  no  more  power  to  do  so  than, 
had  he  paid  the  sum,  to  return  him  the  money,  and  equally 
the  majority  of  shareholders  had  no  power  to  homologate 
such  acting  on  the  part  of  the  directors.  And  any  indi- 
vidual shareholder  was  entitled  to  appeal  to  the  Court 
for  redress.  Assuming  the  act  in  question  to  have  received 
the  assent  of  the  company  in  general  meeting,  his  Lordship 
was  of  opinion  that  no  articles  of  association  could  be 
effectual  to  prevent  the  impeachment  or  questioning  of  an 
act  which  was  ultra  vires  of  the  company.  Accordingly,  he 
had  come  without  hesitation  to  the  conclusion  that  the 
transaction  was  ultra  vires  not  merely  of  the  directors,  but 
of  the  company  as  regarded  the  first  item  mentioned  in  the 
summons.  The  second  item  stood  in  a  slightly  different 
position,  inasmuch  as  Mr.  Rhind's  obligation  did  not  rest 
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so  directly  on  the  initial  agreeoMnt  which  it  was  the  object 
of  the  company  to  carry  into  effect.  But  nevertheless  was 
it  a  gift  to  Mr.  Rhind,  without  consideration  of  assets  of 
the  company,  and  therefore  his  Lordship  thought  the 
difference  was  without  substance.  He  had  failed  entirely 
to  understand  the  excuse  of  the  directors  that  they  were 
made  in  the  interest  of  the  company.  It  might  be  a  ques- 
tion whether  it  was  in  the  interest  of  the  company  to  sue 
Mr  Rhind  and  force  him  into  bankruptcy.  But  it  ^s  one 
thing  for  the  company  to  give  Mr.  Rhind  time  and  keep 
him  on  his  feet,  and  it  was  another  thing  to  release  him 
altogetheo:  from  his  obligation  and  to  return  his  security, 
such  as  it  was.  His  Lordship's  only  difficulty  in  dis- 
posing of  the  case  was  as  to  whether  the  pursuers  had 
adopted  a  pn^)er  form  of  remedy.  Setting  aside  at  present 
the  question  whether  any  liability  attached  to  Mr.  Bell, 
all  the  pursuers  could  require  was  the  restoration  of  the 
status  quo  ante,  that  was,  the  restoration  of  Mr.  Rhind  to 
the  position  of  being  debtor  to  the  company  on  bill  for 
the  first  sum  in  question  and  granter  of  a  transfer  in 
security  of  2,000  of  his  shares,  and  debtor  to  the  company 
on  open  account  in  the  second  sum  in  question.  Before, 
therefore,  finally  pronouncing  judgment  he  desired  to  hear 
parties  on  that  matter. 
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Extnct  from  AndUing,  by  Lawvsncs  R.  Dicksbe,  F.C.A. 
(Pag*  190) 
Lietmud  H<mu  presenl  some  rather  special  features.  The  goodwill 
utT^Jiitig  10  the  license  gives  the  lease  or  freehold  of  licensed  premises 
a  naiket  ▼aloe  greatly  in  excess  of  their  real  value  as  buildings.  To 
be  properly  eoosidered,  the  value  of  the  premises  and  the  license  must 
be  tflp*««*«^  The  farmer  should  be  depredated  in  the  usual  way, 
Isavliif  the  license  akoe  to  be  considered.  A  license  on  freehold  pre- 
Blsea  does  DOt  depreciate,  but  a  license  on  leasehold  premises  passes 
away  with  the  premises  and  must  therefore  be  depreciated  like  a  lease. 
A  Hoeaee  may  at  any  time  be  lost— either  for  misconduct  or  for  no  rea- 
mi  Ihh  this  is  a  contingency  outside  the  scope  of  depreciation.  It 
»y,  Iwwever,  be  provided  against  by  Insurance,  which  would  appetf 
Jtobe  a  most  pmdeat  course  to  adopt. 
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Informal  Deeds  of  Arrans^ement. 

TN  our  last  issue  there  appeared  two  letters, 
presumably  referring  to  the  same  matter, 
which,  if  there  be  no  misunderstanding  as  to 
the  facts,  disclose  a  position  of  affairs  which 
is  highly  irregular;  and  the  fact  that  those 
affected  would  appear  to  have  no  very  adequate 
remedy,  is  another  instance  of  the  extremely 
unsatisfactory  state  of  the  law  yd$h  regard  to 
deeds  of  arrangementP'S'tizedbyV^OOglC 


290 


THE     ACCOUNTANT 


March   lo,  1906. 


Assuming  the  accuracy  of  the  facts  stated 
by  our  two  correspondents — and  as  no  names 
are  mentioned  there  can  be  no  possible  harm 
done,  even  if  this  assumption  should  prove  to  be 
unwarranted — it  would  appear  that  a  debtor, 
finding  himself  in  difficulties,  went  to  his 
largest  creditor  and  disclosed  to  him  the 
position  of  affairs  ;  and  the  largest  creditor 
accordingly  instructed  his  accountant,  who 
(no  doubt  with  the  concurrence  of  the  debtor) 
sold  the  assets  for  what  they  would  fetch,  and 
then  proceeded  to  distribute  the  proceeds 
among  the  creditors,  who  then  hear  for  the 
first  time  that  their  debtor  is  in  difficulties.  If 
the  facts  approximate  to  this  account,  it  is 
clear  that  the  creditors  who  were  not  consulted 
have  ground  for  serious  complaint,  and  that 
the  accountant  has  placed  himself  in  a  position 
of  considerable  danger,  and  one  which — ques- 
tions of  legal  liability  apart — most  professional 
men  would  not  care  to  occupy. 

There  can  be  little  question  in  such  a  case 
as  this  that  the  creditors  who  have  been  kept 
in  the  dsrrk,  or  any  one  of  them  whose  claim 
is  of  sufficient  magnitude,  could  without 
difficulty  obtain  a  receiving  order  against  the 
debtor.  If  there  has  been  nothing  in  the 
nature  of  a  deed  of  assignment  the  position 
would  appear  to  be  either  that  there  has  been 
a  voluntary  conveyance  of  the  assets  by  the 
debtor  to  the  accountant,  which  would  be  void 
in  the  event  of  bankruptcy,  or  else  if  no  such 
conveyance  could  be  established,  then  in  the 
alternative  the  accountant  can  apparently  not 
establish  even  this  shadowy  title  to  interfere 
with  the  debtor's  property.  Under  such 
circumstances  the  dissatisfied  creditors  may 
possibly  proceed  to  bankruptcy,  and  then  bring 
an  action  against  the  accountant  for  the  re- 
covery of  the  assets  and  for  damages  for  wrong- 


ful conversion.  They  might  also  be  able  to  join 
the  largest  creditor  as  a  co-defendant,  but  upon 
that  point  we  feel  more  doubtful. 

So  much  for  the  dangers  attending  the 
position  into  which  the  accountant  has 
allowed  himself  to  be  drawn.  With  regard 
to  the  professional  aspect  of  the  matter, 
while  we  can  entirely  sympathise  with  any 
reasonable  desire  to  avoid  unnecessary'  red- 
tape,  we  need  perhaps  hardly  point  out  that 
the  somewhat  elaborate  rules  and  regulations 
obtaining  for  the  winding  up  of  insolvent 
estates  are  at  all  events  grounded  upon  the 
recognised  requirements  of  the  situation  as 
viewed  from  the  point  of  view  of  the  protection 
of  the  public,  the  protection  of  the  creditors, 
and  the  protection  of  the  debtor.  Taking  the 
debtor  first,  he  has  apparently  been  stripped  of 
his  property  under  such  circumstances  that 
he  is  at  least  entitled  to  a  release  from  his 
liabilities;  but  as  a  matter  of  fact  no  step  what- 
ever has  been  taken  to  protect  him  against 
proceedings  from  his  creditors,  and  in  the 
event  of  bankruptcy  the  debtor  would  no  doubt 
be  held  to  have  committed  such  oflFences  as  to 
preclude  the  possibility  of  his  obtaining  an 
immediate  discharge.  From  the  point  of  view 
of  creditors  generally,  the  facts  having  been 
withheld  from  them  they  have  not  been 
afforded  the  opportunity,  to  which  they  are 
entitled,  of  having  a  voice  in  the  winding-up  of 
the  estate  and  in  the  payment  of  the  trustee. 
They  have  no  guarantee  that  all  the  assets  of  the 
debtor  have  been  handed  over  to  the  account- 
ant; they  have  apparently  received  no  account 
from  the  latter  disclosing  his  dealings  with  the 
estate ;  neither  have  they  any  assurance  that 
the  available  moneys  have  been  or  will  be  dis- 
tributed among  the  creditors  according  to  their 
respective  rights  and  interests ;  nor  have  they 
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any  guarantee  that  the  claims  of  all  persons 
admitted  to  rank  as  creditors  are  just.  More- 
over, the  very  fact  that  there  has  been  such 
concealment  naturally  suggests  the  neces- 
sity of  inquiring  whether  any  motive  therefor 
exists — such,  for  instance,  as  a  fraudulent 
preference,  a  voluntary  conveyance,  or 
other  similar  voidable  transaction.  Indeed, 
unless  the  whole  case  is  hypothetical,  or  the 
(acts  are  materially  misstated,  it  seems  to  us 
that  the  conduct  of  the  accountant  concerned 
is  not  only  reprehensible  from  a  professional 
standpoint,  but  is  untenable  from  the  point  of 
view  of  the  law. 


Qa«  Companies  and  Depreciation. 


1I7HILE  entirely  agreeing  with  our  correspon- 
dent "Enquirer,"  whose  letter  we  re- 
produced last  week,  that  the  corroding  influence 
of  time  cannot  be  restrained  by  Act  of  Parlia- 
ment, we  do  not  follow  him  in  the  deductions 
that  he  draws  from  this  truism.  Gas  companies 
and  similar  undertakings  have  to  face  a  problem 
very  different  from  that  of  the  ordinary  com- 
mercial company.  The  latter  has  not  to  arrive 
even  approximately  at  true  net  profits,  but  at 
a  figure  which  it  is  safe  to  regard  as  profits 
legally  divisible;  and  having  arrived  at  that 
figure  it  does  not  at  all  follow  that  the  whole 
amount  thereof  will  be  so  divided,  and  the 
shareholders,  as  such,  have  no  right  to  have  the 
admitted  profits  divided  among  them  pro  rata. 
In  the  case  of  gas  companies,  however,  the 
consumers  as  well  as  the  shareholders  are 
mterested  in  the  profits,  and  it  therefore 
becomes  necessary  to  ascertain  what  the  profits 
really  are.  It  is  absolutely  impossible  to 
ascertain    the    true  net  profit   of    any  going 


concern,  and  consequently  a  conventional  basis 
has  to  be  fixed  and  substituted  for  the  true 
facts.  As  we  understand  the  law  relating  to 
the  subject,  it  seems  clear  that,  apart  from 
actual  payments  in  respect  of  repairs  and 
renewals,  no  expenditure  on  plant  or  machinery 
can  be  properly  debited  to  Revenue  Account, 
but  that  with  a  view  to  equalising  the  charges 
against  Revenue  in  successive  years  it  is  per- 
mitted that  a  so-called  Reserved  Fund  may  be 
maintained  out  of  which  any  unusually  heavy 
payments  may  be  made,  instead  of  charging 
them  against  the  profits  of  the  year  in  which 
they  take  place.  There  is  nothing  in  the  Acts 
or  in  the  special  requirements  of  the  situation 
which  could  possibly  justify  the  debiting  to 
Revenue  of  Capital  Expenditure  upon  new 
works,  and  such  a  practice  can,  in  our  opinion, 
only  be  described  as  deliberate  falsification  of 
the  accounts.  Of  course,  it  goes  without  say- 
ing that  the  Reserved  Fund  prescribed  by 
Section  31  of  the  Gas, Works  Clauses  Act, 
1847,  is  a  diflferent  thing  altogether  to  the 
Reserve  Fund  of  the  ordinary  commercial  com- 
pany (although  with  regard  to  the  latter  the 
term  is,  we  think  it  must  be  admitted,  suffi- 
ciently vague) ;  but  upon  such  a  point  as  this  it 
is  at  least  competent  for  the  Legislature  to 
enforce  its  wishes.  The  nature  of  the  account 
has  been  clearly  described,  and  a  name  has 
been  provided  for  it.  Just  because  we  may 
have  our  own  opinion  as  to  the  suitability  of 
that  name  is  no  justification  for  our  breaking 
the  law.  It  would  be  interesting  if  our  corre- 
spondent would  tell  us  whether  his  inquiries 
upon  this  subject  are  purely  theoretical,  or 
whether  he  has  in  his  mind  any  company 
which  keeps  its  accounts  upon  the  method 
which  he  would  appear  to  be  desirous  of 
defending.  Digitized  by  GoOgle 
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Secret   Reserves. 


HTHE  recent  alteration  in  the  articles  of 
association  of  the  Birmingham  Small 
Arms  Co.,  Lim.,  enabling  the  directors  to 
create  a  secret  reserve  to  the  extent  approxi- 
mately of  half  the  annual  profits  of  the 
company,  reminds  us  that  owing  to  an  over- 
sight we  have  so  far  omitted  to  comment  upon 
the  able  paper  upon  the  subject  read  by 
Mr.  Stephen  Tryon,  F.C.A.,  at  a  recent  meeting 
of  the  Bristol  Chartered  Accountants'  Society, 
and  reproduced  in  our  issue  of  the  30th 
December  last.  Mr.  Tryon's  paper  is  short 
(occupying  a  bare  two  pages  of  print),  and  it 
therefore  does  not,  of  course,  profess  to  deal 
anything  like  exhaustively  with  the  subject, 
yet  at  the  same  time  it  explains  a  point  which, 
so  far  as  we  remember,  has  not  been  made 
clear  by  previous  lecturers. 

To  some  extent  a  reserve  may  be  created  by 
deliberately  undervaluing  assets,  or  by  includ- 
ing among  the  liabilities  in  the  Balance  Sheet 
credit  Ledger  balances  which  do  not  in  fact 
represent  any  indebtedness  upon  the  part  of 
the  company.  In  certain  cases — as,  for  instance, 
when  the  business  premises  are  written  down 
to  a  nominal  figure — there  is  not  much  secrecy 
about  a  reserve  of  this  description,  but  in  the 
case  of  a  growing  bank,  having  numerous 
branches  which  are  continually  being  added 
to,  it  is  clear  that  a  substantial  reserve  might 
be  effectively  concealed  behind  an  under- 
valuation of  business  premises.  Similarly,  an 
excessive  provision  for  bad  and  doubtful  debts, 
or  the  valuation  of  investments  at  far  less  than 
their  market  price,  or  the  addition  to  Sundry 
Creditors  of  a  sum  which  does  not  represent 
any  outstanding  liability,  are  all  forms  of  secret 
reserve  which,  in  point  of  fact,  are  very  largely 
used  by  many  undertakings  other  than  those 


which  obtain  special  powers  in  their  articles  of 
association.  Of  course,  it  is  needless  to  say 
that  such  reserves  could  not  have  been  created 
without  in  the  first  instance  charging  some- 
thing against  Revenue  which  did  not  represent 
an  expense  bond  fide  so  chargeable.  If,  there- 
fore, a  detailed  Revenue  Account  were  pub- 
lished there  would  be  an  end  of  the  secrecy 
with  regard  to  the  whole  matter ;  but  it  is,  of 
course,  quite  unusual  for  such  accounts  to  be 
published,  and  in  the  majority  of  cases,  where 
they  are  printed  at  all,  they  are  so  framed  as  to 
be  quite  useless  for  the  purposes  of  supplying 
detailed  information  as  to  how  the  present 
position  of  affairs  has  been  arrived  at. 

The  form  of  Secret  Reserve  contemplated 
by  the   Birmingham   Small  Arms  Company, 
Lim.,  and  also  referred  to  by  Mr.  Tryon  as 
being  his  idea  of  a  really  secret  reserve,   is, 
however,  somewhat  different.     It  contemplates 
not  so  much  a  series  of  book  entries  which  may 
deceive  those  inspecting  the  accounts  as  to  the 
true  balance  of  realised  profit,  to  the  end  that 
they  may  be   induced  to  be   content  with  a 
comparatively  small    dividend,  thus  allowing 
undivided  profits  to  remain   in   the  business 
without   their  existence  being  disclosed,    but 
rather  it  aims  at  taking  these  profits  out  of  the 
business  and  investing  them  elsewhere  before 
the  accounts  are  compiled.    The  accounts  are 
then  drawn   up  so  that   what   is   in  fact  an 
investment  of  money  may  appsar  to  have  been 
an  expense,  while  the  existence  of  the  invest- 
ment itself  is  entirely  suppressed.    Or,  in  the 
alternative,  the  arrangement  may  be  that  some 
of  the  gross  revenue  is  attached  before  it  is 
actually  brought  into  the  coffers  of  the  company, 
so  that  instead  of  the  accounts  showing  fictitious 
expenses  they  show  a  gross  revenue  smaller 
than  that  actually  earnedby  vjOOQIC 
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It  seems  to  us  that  all  such  transactions  differ 
only  from  the  offence  known  to  the  criminal 
law  as  the  falsification  of  accounts  in  that  the 
motive  is  a  good  one.  So  far  as  the  accounts 
go  the  operation  is  undistinguishable,  but  the 
end  sought  to  be  arrived  at  is  not  the  personal 
benefit  of  those  who  are  parties  to  the  incorrect 
or  incomplete  record  of  the  transactions,  but 
rather  the  ultimate  benefit  of  those  by  whom 
they  are  employed. 

If  these  latter  are  willing  to  constitute  the 
directors  trustees  for  their  advancement  under 
such  circumstances  that  whatever  happens  they 
will  never  call  for  an  account,  and  if  they  go 
still  further  and  make  it  a  condition  of  the  trust 
that  under  all  circumstances  such  an  account 
shall  be  withheld,  there  would  appear  prima 
facie  to  be  but  little  for  other  persons  to 
complain  about.  On  the  other  hand,  we 
very  much  question  whether  any  majority  of 
shareholders  can  take  away  from  a  minority 
such  protection  as  may  have  been  afforded  to  the 
latter  by  statute.  Every  shareholder  is  supposed 
to  know  the  contents  of  the  articles  of  associa- 
tion before  he  becomes  a  member,  and  is  thus 
held  to  be  bound  by  those  articles,  but  although, 
speaking  generally,  the  articles  can  be  altered 
from  time  to  time  by  special  resolution,  they 
can  only  be  altered  within  the  limits  which  it 
is  competent  for  the  company  to  provide  for  by 
its  articles.  For  our  own  part,  we  are  by  no 
means  satisfied  that  it  would  be  safe  for  an 
auditor  to  assume  that  any  clause  in  a  com- 
pansr's  articles  of  association  could  absolve  him 
firom  referring  to  the  existence  of  a  Secret 
Reserve.  We  are  inclined  to  think  that  in  all 
cases  where  the  accounts  do  not  fully  disclose 
the  position  of  affairs,  the  auditor's  report  must 
be  modified  accordingly,  but  if  the  accounts  are 
in  accordance  with  the  terms  of  the  articles  of 


association  there  would  appear  to  be  no  reason 
for  modifying  the  usual  statutory  form  of 
certificate. 

In  his  paper  Mr.  Tryon  expressed  himself 
frankly  as  being  opposed  to  Secret  Reserves 
altogether,  and  to  a  large  extent  we  are 
inclined  to  agree.  At  the  same  time  we 
cannot  ignore  the  fact  that  a  very  large 
number  of  the  most  capable  directors  take  a 
different  view,  and  the  question  is  largely  one 
of  financial  expediency,  and  thus  rather  a  ques- 
tion for  them  than  for  the  auditors.  There 
would  appear  to  be  no  inherent  difficulty  in  an 
auditor  safeguarding  himself  by  referring  to  the 
existence  of  a  Secret  Reserve  without  making 
any  undesired  disclosure  as  to  its  magnitude. 
At  the  same  time,  we  feel  convinced  that  if 
ever  the  practice  extends  to  companies  whose 
directors  are  other  than  perfectly  honest  and 
straightforward,  the  inherent  evils  of  this 
policy  of  deliberate  concealment  will  be  at 
once  made  evident  in  such  a  way  as  to  bring 
about  an  immediate  revulsion  in  public  opinion 
on  the  subject. 


Meeftli?  Tlotes. 


im.    >  ^«A   «    In  another  column  of  this  issue  will  be 
The  Andit  of 

Manieipal      found  a  full  report  of  the  important  con- 
leooiinu.       ference    convened    by   the    Municipal 
Trading    Committee    of  the    London    Chamber    of 
Commerce  on  the  5th  inst.    The  Institute  was  repre- 
sented by  Mr.  Frederick  Whinney  and  Mr.  W.  B.  Peat. 


Imuruioe        In  the  House  of  Commons  last  week 

GtoYernment       ^^'  Field  asked  the  President  of  the 

"Audit."         Board    of   Trade   whether  he  would 

consider  the    advisability    of   arranging    an    annual 

official  audit  of  the  manner  and  securities  in  which 

the   capital    funds    of    British  insurance    compani" 
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are  invested ;  also  as  to  whether  he  would  inquire 
into  the  expediency  of  establishing  a  Government 
guaranteed  insurance  company  enabling  a  moderate 
system  of  premiums  for  fire,  life,  and  accident 
insurance  on  the  lines  of  an  institution  carried  on  by 
the  responsible  Government  in  the  New  Zealand 
Colony.  Mr.  Lloyd  George  said  that  while  he  thought 
there  was  a  good  deal  to  be  said  for  the  first  suggestion 
and  would  consider  it,  he  was  afraid  that  he  could  not 
advise  the  adoption  of  the  far-reaching  proposal 
suggested  by  the  hon.  member.  If  the  President  of 
the  Board  of  Trade  will  inquire  in  the  right  quarter 
he  will  find  that  there  is  a  good  deal  to  be  said  on  the 
subject  of  Government  "  audit "  !  He  might  make  a 
start  at  New  York, 


TlM  Um  of  Um  The  remarks  of  Sir  Alfred  Newton  in 
word  •<Buik."  a  recent  case  at  the  Guildhall,  to  the 
effect  that  the  word  "  bank "  was  used  by  many 
concerns  in  an  unwarranted  manner,  has  led  to  tlie 
suggestion  being  again  put  forward  that  banks  should 
be  brought  into  line  with  insurance  companies,  and  a 
deposit  of  ;£'2o,ooo  made  a  condition  precedent  to  the 
use  of  the  word  and  the  commencement  of  business. 
There  can  be  no  doubt  that  many  persons  are  dazzled 
and  misled  by  the  word  itself,  and  if  this  suggestion 
were  adopted,  the  financial  adventurers  would  be 
stopped  in  this  direction  at  any  rate. 


,  -     -  _  It    is    well    known    that   transfers  of 

Inland  R«Yenue 

and  Inscribed  Stocks  are  effected   by   an 

Stock  Rooolpti.  inscription  by  the  transferor,  or  the 
attorney  appointed  by  him,  io  the  books  of  the  financial 
institution  keeping  the  stock,  hut  it  is  usual  to  issue  a 
stock  receipt  after  this  procedure  has  been  gone 
through  which  is  merely  a  memorandum  of  the  trans- 
action for  the  benefit  of  anyone  who  may  be  interested. 
The  Inland  Revenue  authorities,  with  characteristic 
zeal,  have  decided  that  these  stock  receipts  must 
bear  a  penny  stamp.  When  it  is  remembered  that  all 
Inscribed  Stocks  have  compounded  the  transfer  fees  at 
a  fixed  rate  per  annum,  the  action  appears  to  be  a  little 
high-handed. 

Bank  Hotel  and  A  curious  point  in  connection  with 
Joint  Stock  Banks.  Bank  of  England  notes  was  mentioned 
in  the  House  of  Commons  last  week,  when  Mr.  McKenna 
(Secretary  to  the  Treasury),  in  reply  to  a  question  put 
by  Mr.  Kennedy,  said  that  he  was  aware  that  joint- stock 
banks  were  under  no  legal  obligation  to  negotiate  notes 
of  the  Bank  of  England.    He  added  that  he  did  not 


think  it  would  be  reasonable  to  impose  such  an  obliga- 
tion upon  them,  seeirg  that  it  would  involve  the  keeping 
of  cash  reserves  to  meet  any  Bank  of  England  notes 
that  might  be  presented. 


The 


We  think  it  desirable  that  our  readers 


ReproducUon  of  should  be    made  acquainted  with  the 
Stadenti 
Societiei'       reason  why  we   have  been   unable  to 

''•«*"•••       reproduce    in    these    columns    certain 
lectures   which     have    been    delivered    at    Students 
Societies'  meetings,  as  in  the  absence  of  some  such 
explanation  these  omissions  might  easily  give  rise  to  a 
misunderstanding.     The  facts  are   that  our  contem- 
porary The  Accountants'  Magazine  has  of  late  written 
to  Chartered  Accountants  whose  nanaes    have  been 
announced    as  lecturers  at   future   meetings  with   a 
view  to  securing  a  copy  of  such  papers  for  insertion 
in  its  columns;  but  lecturers  who  thus  give  permission 
for  the   reproduction   in   a    Scottish    paper    of  their 
lectures,  doubtless,  in  no  case  intend  to   do    more 
than  to  allow  such  publication  in  addition  to  publica- 
tion   in    these    columns,    in    the     columns     of    The 
Accountants*  Journal,  and  in  the   "Transactions"  of 
I  the   Society  before  whom  the  paper  is  read.     They 
i  appear,  however,  to  have  overlooked   the  fact   that 
if  Tlie  Accountants'   Magazine  can  succeed    in    being 
'  the  first  to  reproduce  the  lecture,  it  thereby  acquires 
the     copyright,     unless     such    copyright    has     been 
expressly  reserved  by  the  author.     The  result  is  that 
neither  the  Union  of  Students*  Societies,  TA^  Accoun- 
tants' Journal,  nor  ourselves,  can  subsequently  publish 
such    a    lecture    without    incurring   the    risk    of    an 
action    for    infringement    of    copyright.     We    hardly 
think  it  necessary  for  us  to  comment  upon  these  circum- 
stances further  than  to  explain   to  all  whom  it  may 
concern  that  where  they  have  allowed  the   Scottish 
paper  to    acquire   the   copyright,   subsequent   repro- 
duction of  the  lecture  in  our  columns  may  not  always 
be  possible.     Lecturers  and  Secretaries  of  Students' 
Societies  would  do  well,  therefore,  to  bear  in  mind  that 
if  they  think  it  desirable  to    allow   TItc   Accountants* 
Magazine  to  reproduce  their  lectures,  it  is  important  that 
they  should  expressly  reserve  the  right  for  their  repro- 
duction elsewhere.      In   view  of   the    fact    that    the 
Secretaries  of  Students*  Societies  in  the  majority  of 
cases  only  hold  office  for  a  year,  we  would  suggest  that 
the  Committees  of  these    various   Societies    pass    a 
standing  resolution  giving  instructions  with  regard  to 
the  matter,  so  that  the  benefit  of  the  lectures  delivered 
at  their  meetings  may  not  be  lost  to  the  majority  of 
the  profession  through  an  oversiglrr\ipon^heir  part. 
Digitized  byV::rOO 
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ComMttUon  While  the  subject  of  our  leading  article 
iMtweoB         of  the  24th  ult.  is  still  fresh  in  the 

AeeomitaiitB.  minds  of  our  readers,  we  would  like  to 
direct  attention  to  the  report  of  the  case  oiR,  A,  Craig 
V.  /.  Craig,  which  appeared  on  pp.  283-7  of  our  last 
issue  We  do  not,  of  course,  suggest  that  this  is  a 
normal  case,  showing  no  more  than  the  usual  competi- 
tion between  Chartered  Accountants  in  Scotland,  but 
it  undoubtedly  throws  an  interesting  side-light  upon 
the  question  that  we  have  already  raised,  as  does  also 
his  Lor(lsbip's  ruling  that  competition  between  members 
of  a  profession  is,  of  course,  within  limits  lawful,  though 
it  may  result,  and  be  intended  to  result,  in  loss  or 
injury  to  one  of  them,  and  a  corresponding  benefit  to 
another.  Doubtless  this  represents  the  law  with  regard 
to  the  matter,  but  any  occupation  which  claims  to  rise 
to  the  dignity  of  a  profession  must  certainly  submit 
itself  to  a  stricter  discipline,  and  in  this  connection,  as 
we  have  already  pointed  out,  public  opinion  as  to  what 
is  fit  and  proper  seems  to  be  different  upon  the  two 
sides  of  the  border. 


Tele^rmnis  by 
TelepliOB«. 


It  is  probably  not  nearly  so  well-known 
as  it  should  be  that  subscribers  to  the 
telephone  systems  in  London  can  send  telegrams  con- 
taining thirty  words  for  the  sum  of  3d.,  the  usual  express 
messenger  fee,  by  ringing  up  the  post  office  nearest  to 
the  intended  destination  and  transmitting  the  message 
there  by  means  of  the  telephone.  There  is,  of  course, 
a  somewhat  increased  risk  of  mistakes,  but  on  the  other 
hand  there  should  be  a  clear  saving  of  time,  which  is 
often  of  considerable  importance  apart  altogether  from 
the  question  of  cost.  The  chief  drawback  to  the  system 
is,  however,  that  only  quite  a  small  number  of  the 
London  post  offices  are  fitted  with  the  telephone 
service,  and  therefore  the  regulation,  useful  as  it  is,  is 
naturally  at  the  present  time  greatly  restricted  in  its 
operations. 


The  London  ^''  ^*  Brougham,  the  Senior  Official 
and  Olota  Receiver  and  Liquidator  of  the  London 
u^ildatfon.  j^n^  QiQ^jg  Finance  Corporation,  Lim., 
has  recently  issued  his  final  report  on  the  liquidation 
and  the  summary  of  accounts  accompanying  his  appli- 
tion  for  release.  The  accounts  show  gross  receipts 
amounting  to  ;f5i5,i94  on  assets  estimated  by  the 
directors  to  be  worth  £2,901,020.  From  these  receipts 
are  deducted  payments  to  redeem  securities  ;£'290,3i7, 
and  remoneration  to  voluntary  liquidators  ;£'3,ooo, 
leaving  a  net  realisation  of  ;f  22 1,877.    The  total  costs 


have  been  ;f  37495,  including  ;f 24,978  law  costs,  ^^4,696 
Board  of  Trade  and  Court  fees,  and  ;f6,289  special 
manager's  charges.  The  fee  for  preparing  the  state* 
ment  of  affairs  was  ;f350,  probably  the  largest  sum 
ever  awarded  for  that  purpose.  The  amount  dis- 
tributed among  creditors  was  ;f  184,367,  representing 
four  dividends  amounting  in  all  to  is.  5^d.  in  the  £  on 
the  unsecured  claims,  and,  of  course,  shareholders 
receive  nothing.  One  of  the  most  remarkable  features 
is  the  enormous  discrepancy  between  the  valuation  of 
the  company's  assets  according  to  the  statement  of 
affairs  and  the  amount  actually  realised.  Of  course, 
with  an  Official  Receiver  as  liquidator  this  absurd 
inflation  of  assets  does  no  harm,  but  when  a  profes- 
sional liquidator  is  appointed  it  not  infrequently 
materially  affects  the  amount  upon  which  he  is  called 
upon  to  give  security,  and  in  consequence  the  amount 
that  has  to  be  paid  on  the  liquidator's  bond.  It  would 
be  an  excellent  rule,  as  tending  to  discourage  wholesale 
inflation,  if  those  responsible  for  the  statement  of 
affairs  were  liable  to  pay  the  cost  of  the  liquidator's 
bond  to  the  extent  to  which  it  might  be  shown  to  have 
been  provided  in  excess  of  the  requirements  of  the 
situation  on  the  faith  of  their  over-estimate. 


■quaitintf  Our  contemporary  The  Municipal 
London*!  Rntei.  Journal  has  lost  no  time  in  giving 
effect  upon  paper  to  the  announcement  in  the  King's 
Speech  ad  to  the  intention  of  the  Government  to  intro- 
duce a  Bill  for  the  further  equalisation  of  rates  in 
London.  According  to  our  contemporary,  the  cause 
of  the  trouble  would  appear  to  be  that  the  rich 
boroughs  are  paying  less  thati  their  share  towards  the 
total  cost  of  London  government.  The  crux  of  the 
whole  matter  would  appear,  however,  to  be,  what  is 
their  share,  and  whether  in  equity  there  is  any  reason 
why  they  should  pay  for  the  extravagance  of  other 
authorities,  if  extravagances  there  be.  It  is  stated 
that  there  are  only  six  boroughs  paying  approximately 
what  they  ought  to  pay,  but  as  the  rates  of  these  vary 
from  7s.  2d.  to  7s.  3d.  in  the  £,  it  will  be  seen  that, 
regarded  from  the  standard  of  what  was  thought 
reasonable  a  dozen  years  since,  even  these  boroughs  are 
highly  rated ;  6s.  8d.  in  the  £  used  to  be  thought  a  fair 
rate  at  one  time.  Now  the  only  boroughs  rated  at  less 
are  Kensington,  Paddington,  and  certain  parishes  in 
Holbom  and  Westminster.  In  many  cases  the  recent 
increase  of  rates  is  due  to  financial  incompetence  on  the 
part  of  the  local  authorities  concerned,  which  has  been, 
greatly  fostered  by  the  system  of  grants  in  aid — that  is 
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to  say,  by  giving  to  each  authority  moneys  to  spend  for 
the  coUection  of  which  it  has  been  in  no  way  responsible. 
Any  further  extension  of  this  system  would  merely 
aggravate  the  evil.  What  is  wanted  is,  we  think,  a 
removal  of  certain  duties  now  falling  upon  the  local 
boroughs  to  a  more  central  authority,  upon  the 
principle  that  the  cost  of  these  services  should  be 
borne  by  London  as  a  whole,  and  that,  therefore,  the 
expenditure  must  be  similarly  controlled. 


Ifloome  Tax 
Touts. 


Our  attention  has  been  drawn  to  letters 
appearing  from  time  to  time  in  the 
columns  of  our  contemporaries  from  persons  or 
associations  who  sometimes,  under  cover  of  discussing 
an  income-tax  point  of  genuine  interest,  profess  to  be 
willing  to  give  gratuitous  advice  and  assistance  to 
persons  who  consider  themselves  to  be  over-assessed. 
From  time  to  time  such  letters  have,  also  reached  us. 
So  far  as  they  emanate  from  the  ordinary  type  of  so- 
called  associations  they  are,  of  cdurse,  as  undeserving 
of  consideration  as  any  other  touting  circular,  but  it  is  to 
be  regretted  that  these  methods  of  advertising  appear 
to  commend  themselves  to  some  associations  or  societies 
in  which  accountants,  both  Chartered  and  Incorporated, 
are  interested.  Under  the  circumstances,  we  think  it 
would  be  weU  if  the  Councils  of  both  bodies  would  issue 
an  official  announcement  that  the  assistance  of  clients 
in  income-tax  matters  is  accountancy  work,  and,  there- 
fore, an  improper  subject  for  either  direct  or  indirect 
advertisement. 


^  ^    ,  The  recent  decision  of  the  House  of 

CenY«rtlble  Into    Lords  in  the  Jarrah  Timber  Company's 
Shares.  case,    declaring   an    option    given    to 

debenture-holders  to  convert  their  bonds  into  shares 
to  be  void,  as  a  cloak  on  the  mortgagor's  right  of 
redemption,  appears  primd  facie  to  put  an  end  to  a 
class  of  operation  which  had  much  to  commend  it 
in  certain  cases — as,  for  instance,  when  the  future  out- 
look was  speculative,  and  the  need  arose  for  additional 
capital,  it  became  necessary  both  to  offer  reasonable 
security  in  case  such  further  capital  did  not  produce 
the  results  anticipated,  while  at  the  same  time  provid- 
ing a  reasonable  inducement  to  lenders  in  the  shape  of 
a  fair  share  of  such  profits  as  might  be  earned  in  the 
future.  Our  contemporary  The  Law  Journal  in  a  recent 
issue  pointed  out  that  the  requirements  of  such  a 
position  might  easily  be  met,  without  infringing  the 
terms  of  the  decision  already  quoted,  by  giving  the 
bearer  or  registered  holder  of  such  debentures,  as  the 


case  might  be,  the  option  to  exchange  his  holding  for 
shares,  not  indefinitely,  but  at  any  time  before  the 
principal  moneys  secured  thereby  had  been  paid  off. 
Such  a  clause  would  clearly  except  the  bargain  from 
the  decision  in  the  Jarrah  Timber  case,  but  it  would  not 
in  all  instances  satisfy  the  reasonable  requirements  of 
lenders,  in  that  the  company  would  naturally  be  aware 
of  its  own  position  before  the  debenture-holders,  and 
might  thus  exercise  the  right  to  pay  off  before  they  had 
a  reasonable  opportunity  of  exercising  their  option. 
Even  this  difficulty  might,  however,  be  got  over  by 
issuing  the  debentures  for  a  term  of  years  sufficient  to 
clearly  determine  whether  or  not  the  option  to  apply 
for  shares  in  substitution  was  of  any  value. 


.  .     Apropos  of  the  Nik  Valley  case,  which 

Dissentient       we  mentioned  in  these  Notes  last  week, 
Shareholders,      ^j^e   following  very   interesting  letter 
appeared  in  a  recent  issue  of  The  Financial  Times  : — 

Sir,  —  The  decision  of  Mr.  Justice  Kekewich  in 
Bisgood  V.  Nile  Valley  Company,  Lim.,  commented  upon 
by  your  learned  legal  contributor  in  your  issue  of 
Saturday  last,  is  in  accordance  with  the  views  which  I 
ventured  to  express  a  few  years  ago  in  your  columns. 
By  this  decision  the  statutory  rights  of  dissentients — 
which  it  seems  to  be  part  of  every  reconstruction  scheme 
to  attempt  to  undermine  and  take  away — ^have  acquired 
a  fresh  lease  of  life.  How  long  these  rights  will  continue 
will  depend  on  the  ingenuity  and  determination  of  those 
who  think  that  Section  i6i  of  the  Companies  Act,  1862, 
ought  to  be  done  away  with  altogether.  Personally  I 
doubt  the  advisability  of  depriving  dissentients  of  their 
right  to  dissent  under  the  section,  and  I  feel  sure  in  any 
case  that  this  cannot  be  efifected  by  the  method  suggested 
by  your  contributor— namely,  by  providing  against  the 
exercise  of  the  right  by  clauses  in  the  memorandum  of 
association.  Numerous  cases  have  already  decided  that 
you  cannot  take  away  the  right  by  the  articles  of 
association,  and  I  see  no  difference  in  principle  between 
the  articles  and  the  niemorandum  for  this  purpose.  As 
to  reconstructions  generally,  and  without  reference  to 
the  case  mentioned,  I  should  say  that  if  shareholders 
were  not  so  extraordinarily  lax  in  sending  their  proxies 
to  directors,  90  per  cent,  of  the  reconstructions  would, 
deservedly,  never  see  the  light  of  day,  in  which  event 
shareholders  would  save  themselves  untold  money  and 
misery,  and  poor  Section  161  would  rest  peaceably  on 
the  Statute  Book. — I  am,  &c..  Solicitor. 

London,  E.C.,  26th  Feb. 


At  a  recent  company  meeting  a  share- 
holder, after  complaining  that  too  little 
information  was  given  in  the  published 
accounts  as  to  how  the  profits  had   been  jpade,  said 
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that  he  would  ask  what  was  the  qualification  in  tbe 
auditors'  report,  where  they   said    "subject    to  pro- 
vision being  made  for  depreciation."*  He  took  it  that 
when  the  report  was  made,  and  a  certain  provision 
had  been  made  for  depreciation,  the  subject  of  depre- 
ciation should  not  have  arisen  in  the  auditors*  minds. 
He  considered  the  auditors  should  have  been  satisfied 
as  to  depreciation,  because  in  a  business  of  this  kind 
the  difference  between  one  man's  opinion  as  to  depre- 
ciation and  another's  might  make  a  very  considerable 
difference.    In  his  reply  the  auditor  is  reported  to  have 
said  that  to   set  out  departmental  profits  would  be 
most  unusual  and  undesirable.    The  general  expenses, 
directors'  fees,  bad  debts,  law  charges,  and  so  on  were 
shown,  everything  being  detailed  except  the  labour  of 
manufacture  and   the  raising  and  selling  of   coals. 
Anything  further  detailed  would  be  only  detrimental 
to  the  company.    As  to  the  depreciation,  the  Balance 
Sheet  was  certified  before  the  directors  decided  as  to 
the  rate  of  depreciation.    The  date  of  the  certificate 
was  tbe  day  before  the  directors  met  to  consider  the 
report,  and  at  that  meeting  they  decided  to  provide 
;f  1 8,000    for    depreciation.      They     had,     however, 
previously  written  telling  him  what  they  proposed  to 
do,  and  he  had  approved,  considering  ;f  18,000  to  be 
a  liberal  depreciation,  being  practically  4  per  cent,  on 
the    amount    at    the    debit    of    capital    expenditure, 
including    lands    and     buildings.      The    company's 
Balance  Sheet  would  compare  well  with  99  per  cent, 
of  those   they  were  in  the  habit  of  receiving  from 
industrial  concerns. 


Correspondence  and  JEnqutrtes* 

All  commuiilcations  to  th«  Editor  should  bo 
by  lettor  only. 

IWe  are  at  all  times  ready  to  insert  correspondence  on 
matters  of  interest  to  the  Profession,  but  we  do  not  of  course 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wedneeday 
afternoon;    and  must  in  all  cases  be  accompanied  by  the 


name   and   address  of  correspondents,   not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faith,'] 


Income  Tax* 

(To  the  Editor  of  The  Accountant,) 
Sir, — I  have  read  with  interest  the  communication 
of  Mr.  James  £.  Costello,  appearing  in  your  current 
impression,  in  which  he  dissents  from  the  main  points 


of  my  letter  of  the  13th  inst.,  basing  such  dissent  in  the 
chief  issue  upon  an  interpretation  of  the  fourth  rule 
which  he  quotes  in  full. 

I  may  say  at  once  that  I  advisedly  abstained  from 
reference  to  case  or  statute  because  I  am  unable  to 
feel  that  the  question  involved  in  the  assessment  of 
John  Brown,  Junr.,  is  in  any  way  governed  thereby,  for 
it  seems  clear  that,  although  a  statute  may  be  inelastic 
as  far  as  it  goes,  it  will  rarely  be  entirely  comprehen- 
sive, a  proposition  which  the  extensive  prevalence  of 
litigation  and  general  principles  of  '*  abstract  justice  " 
seems  to  attest;  and  recognising  this,  I  think  that 
the  case  under  consideration  cannot  be  brought  within 
the  meaning  and  contemplation  of  the  rule  quoted. 

Therefore,  I  find  myself  at  present  unable  to  accept 
any  other  view  than  the  one  which  approximates  most 
closely  to  just  and  true  principles  of  accounting,  and 
the  exercise  of  which  will  not  operate  to  assist  persons 
of  dishonest  tendencies,  to  the  detriment  of  the  revenue 
and  the  relative  increase  of  burden  thrown  upon  others. 

In  conclusion,  I  observe  that  Mr.  Costello  takes 
exception  to  the  reasoning  in  regard  to  capital  and  its 
investment,  and  I  should  just  like  to  point  out  that  I 
preceded  the  argument  as  follows :~ 

<*  The  logical,  if  not  the  strictly  literal,  position  has.  in 
cases  such  as  this,  alwajrs  appeared  to  me  to  be  as 
follows." 
I  am  not  prepared  to  admit  in  any  way  that  my 
reasoning  in  this  regard  was  "  fallacious,"  but  I  will 
readily  concede  that  it  is  not  literally  in  order,  because 
it  by  no  means  necessarily  follows  that  variation  of 
investment    wUl    produce   assessable   income   either 
immediately  or  at  all.    The  purpose  for  which  the 
reasoning  was  used  was,  of  course,  for  a  layman's  illus- 
tration, and  I  maintain  that,  approached  from  that 
standpoint,  it  is  sufficiently  explicit. 

I  am,  Sir,  your  obedient  servant, 
27th  February  1906.        HERBERT  EDWARDS. 

(To  the  Editor  of  The  Accountant.) 
Sir, — Referring  to  my  letter  in  your  issue  of  February 
24th  last  and  your  comment  thereon,  I  must  confess  I  do 
not  see  the  application  of  your  remarks  as  to  the 
"  Rules  as  to  Amalgamations." 

You  do  not,  however,  answer  the  specific  question 
contained  in  my  letter  asking  where  any  authority  is  to 
be  found  in  the  Income  Tax  Acts  for  the  practice  of 
Inland  Revenue  officials  referred  to.  May  I  ask  you  if 
you  will  be  so  good  as  to  state  where  in  any  of  the 
Income  Tax  Acts  such  authority  may  be  foun^ 
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In  his  letter  in  your  issue  of  the  same  date  Mr. 
Costello  has  very  ably  set  out  the  proper  position  in 
the  case  under  discussion ;  and  the  hypothetical  case 
suggested  by  him,  of  an  outsider  taking  over  the  business 
and  discharging  the  manager,  appears  to  me  to 
demonstrate  effectively  the  absurdity  of  the  practice  of 
Commissioners,  which— until  I  am  shown  the  authority 
in  the  Acts  for  the  view  they  take — I  venture  to  say  is 
illegal. 

Mr.  Hill's  letter  in  your  issue  of  last  week  affords  an 

example  of  the  course  of  action  of  the  Board  of  Inland 

Revenue  which  is  more  consistent  than  either  legal  or 

equitable.    Their  consistency,  however,  lies  in  their 

constant  reading  of  the  Acts  against  the  taxpayer,  and 

their  frequent  reading  into  the  Acts  things  which  exist 

nowhere  in  them.    In  the  case  Mr.  Hill  mentions,  the 

Surveyor  was,  of  course,  acting  under  instructions  from 

the  board — general,  if  not  specific — first,  in  refusing  to 

allow  the  salary  of  A.  R.,  and  secondly,  on  the  point 

being  pressed,  in  withdrawing  his  objection.  I  have  had 

many  cases  before  my  notice  of  this  policy  of  **  get  it  if 

you  can." 

Yours,  &c., 

LAW  V.  PRACTICE. 
March  6th  1906.  (Chartered  Accountant) 

[The  whole  question  is  a  simple  one  of  fact.  There 
were  two  sources  of  income — the  profits  of  the  owner 
and  the  profits  of  the  manager — both  of  which  were 
taxed.  If  the  manager  buys  out  the  owner,  primd  facie 
he  must  pay  both  taxes. — Ed.  Acct,] 


Income  Tax,  Schedule  A. 

fTo  the  Editor  of  The  Accountant.) 

Sir,— I  should  be  much  indebted  to  you  or  any  of 
your  readers  for  an  opinion  upon  the  following  point  in 
income-tax  practice. 

"  A."  is  the  owner  of  certain  licensed  property  which 
he  has  leased  to  **  B"  for  ten  years  at  a  rental  of  £520 
per  annum,  '*  B.*'  paying  all  rates  and  taxes  and  main- 
taining the  inside  of  the  premises  only.  The  property, 
if  let  independently  of  a  trade  tie,  is  probably  worth 
;f  550  per  annum. 

What  is  the  correct,  amount  for  assessment  under 
Schedule  A  ? 

I  enclose  my  card  and  remain. 

Yours  faithfully, 

zSth  February  1906.  KINGSTON. 


Company   Practice. 

(To  the  Editor  of  The  Accountant.) 

Sir,— I  should  be  much  obliged  if  you  or  any  of  the 
readers  of  The  Accountant  would  answer  the  following 
question : — 

Can  executors  (who  are  also  sole  beneficiaries)  make 
a  demand  (in  writing)  of  a  company  In  which  testator 
held  shares  to  have  new  share  certificates  issued  to 
themselves  jointly,  but  not  as  executors,  without 
executing  a  transfer,  probate  having  been  produced 
and  the  executors  being  sons  of  the  testator  ? 

Thanking  you  in  anticipation, 

I  am,  yours  faithfully, 

March  yrd  1906.  T.  E,  A. 

[They  can  "  demand  "  it,  but  they  are  not  entitled 
to  have  it. — Ed.  Acct?^ 

After-acquired  Property  of  a  Bankrupt. 

(To  the  Editor  of  The  Accountant,) 
Sir, — A  peculiar  case  respecting  the  powers  of  a 
bankrupt  has  recently  come  before  my  notice,  and  in 
order  to  solve  the  problem  may  I  ask  for  the  assistance 
of  some  of  your  many  readers  ?  To  state  the  case  as 
clearly  as  possible,  I  am  assuming  that  I  am  a  creditor 
of  the  estate  of  an  undischarged  bankrupt.  The  bank- 
rupt has  recently  recovered  damages  in  an  action 
brought  by  him  for  a  personal  tort.  Now,  I  am  aware 
that  (i)  such  damages  cannot  pass  to  the  trustee  in 
bankruptcy ;  (a)  the  amount  of  the  damages  may  be 
applied  by  him  in  the  maintenance  of  his  wife  and 
children  (?  or  those  dependent  upon  him).  He  has, 
however,  assigned  the  whole  amount  to  his  solicitor  in 
the  action  referred  to ;  my  point,  therefore,  is :  Is  the 
assignment  good,  or  may  it  be  revoked  by  the  credi- 
tors ?  From  the  above  fact  he  is  apparently  dealing 
with  the  damages  in  any  way  he  wishes,  and  has  chosen 
to  assign  the  amount  to  his  solicitor.  Having  a  free 
hand,  therefore,  cannot  I  garnishee  the  amount  of  my 
claim  ?  If  he  has  powers  of  assignment,  I  think  it 
would  only  be  just  if  the  first  to  benefit  should  be  the 
trustee  of  his  estate  and,  indirectly,  his  creditors. 

Yours  truly, 

L.  H.  L.  S. 


Res:i5tration  for  tlie  Profession. 

(To  the  Editor  of  The  Accountant,) 
Sir, — I  have  read  with  considerable   interest  the 
leader  on  "  Associations  of  Accountants,**  in  your  issue 
of  the  24th  ult.,  and  am  sorry  to  learBfthat  yet  another 
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"  diploma  conferring  body  "  has  been  formed.  Surely 
it  is  high  time  something  was  done  with  regard  to 
registration  for  the  profession,  and  I  am  sure  all 
Chartered  and  Incorporated  Accountants  will  agree 
with  me  when  I  say  it  is  most  unfair  to  be  brought 
into  competition  with  unqualified  men. 

As  a  country  practitioner  I  meet  with  cases 
constantly  where  rent  and  debt  collectors,  insurance 
agents,  teachers  of  bookkeeping  (many  of  whom  have 
no  practical  knowledge  of  accountancy),  and  persons 
following  various  trades,  are  styling  themselves  accoun- 
tants, and,  in  my  opinion,  all  this  is  being  done  with  a 
view  to  being  registered  at  some  future  date.  I  am 
confident  the  longer  the  question  of  registration  is 
postponed,  the  more  unqualified  competition  we  shall 
have  to  face  in  the  future,  and  if  the  Institute  and  the 
Society  cannot  agree  upon  amalgamation,  then  surely 
we  are  not  going  to  stand  by  like  two  fighting  dogs  and 
see  a  third  run  away  with  the  bone.  I  am  sure  all 
qaalified  professional  accountants  will  have  no  objec- 
tion to  established  persons  practising  the  profession, 
who  have  been  in  practice,  say,  for  the  past  five  years, 
being  admitted  to  registration,  and  other  cases  could 
be  taken  on  their  merits.  In  my  opinion,  there  is 
danger  in  delay,  and  I  think  a  general  canvass  of  the 
qualified  men  will  be  overwhelmingly  in  favour  of 
registration  in  some  form  or  other.  Chartered  Accoun- 
tants and  Incorporated  Accountants  could  still  practise 
under  the  same  style,  whilst  unqualified  practitioners 
conld  be  known  as  accountants.  I  am  sure  we  have 
nothing  to  lose  by  registration,  but  something  to  gain. 

Yours  truly, 

R.   SLATER   WINDLE. 

Bamoldswick,  March  6th  1906. 


ICbe  institute  ot  Cbarteteb  accountants 
In  £ndlan5  anb  Males* 


At  a  meeting  of  the  Council,  held  on  Wednesday,  the  7th 
March  1906,  at  the  Hall  of  the  Institute,  Moorgate  Place, 
E.C.,  there  were  present : — 

Mr,  John  Gane.  President,  in  the  chair ;  Mr.  W.  B.  Peat, 
Vice-Preadent :  and  Messrs.  W.  Ashworth,  J.  B.  Ball, 
J.   W.  Barber,  J.  H.  Blackburn,  W.  Blease.  E.  M.  Carter, 


Ernest  Cooper,  Sir  John  Craggs,  Mr.  E.  Edmonds,  Sir 
Walter  Fisher,  Messrs.  W.  H.  Fox,  A.  H.  Gibson,  J. 
Gordon,  T.  Gregory,  J.  E.  Halliday,  J.  S.  Harmood-Banner, 
M.P.,  A.  C.  Harper,  D..  Hill,  F.  A  Jenkins,  H.  Woodburn 
Kirby,  G.  Walter  Knox,  A.  O.  Miles,  F.  W.  Pixley, 
W.  Plender,  F.J.  Saffery,  T.  G.  Shuttleworth,  G.  Sneath, 
J.  M.  Wade,  W.  Waterhouse,  F.  Whinney,  and  J.  W. 
Woodthorpe. 

In  presenting  to  Mr:  W.  D.  Webster  the  Certificate  of 
Merit  (Sixth),  obtained  by  him  at  the  recent  Final  Examina- 
tion, the  President  referred  to  the  privilege  which  he  con- 
sidered fell  to  the  occupant  of  the  chair  for  the  time  being 
to  oifer  on  behalf  of  the  Council  and  himself  a  few  words 
of  congratulation  and  encouragement  to  candidates  who 
successfully  passed  the  examinations  of  the  Institute.  He 
expressed  regret  that  the  prize-winners,  of  whom  there  were 
four,  were  not  able  to  be  present,  but,  speaking  to  Mr. 
Webster  as  their  representative,  he  exhorted  them  to 
endeavour  to  prove  to  the  public  and  to  all  those  with  whom 
they  come  in  contact,  that  the  title  Chartered  Accountant 
implies  the  possession,  not  only  of  technical  ability,  but  of  all 
those  qualities  of  rectitude,  high  mindedness,  and  honourable 
conduct,  which  go  to  make  a  real  man. 

Mr.  Frederick  Whinney  made  a  report  as  to  what  took 
place  at  a  conference  of  Chambers  of  Commerce,  Industrial 
Associations,  Municipal  Corporations,  and  Local  Authorities 
with  regard  to  Municipal  Accounts,  which  he  and  the  Vice- 
President  had  attended  on  behalf  of  the  Institute. 

It  was  decided  to  submit  to  the  Local  Government  Board 
the  names  of  Mr.  T.  A.  Wei  ton,  Mr.  J.  S.  Harmood-Banner, 
M.P.,  and  Mr,  T.  Bowden  as  representatives  of  the  Institute 
for  the  purpose  of  giving  evidence  before  the  Departmental 
Committee  on  Municipal  Accounts. 

The  Examination  Committee  reported  that  they  had  con- 
sidered whether  the  results  of  the  examinations  should  be 
published  at  an  earlier  date  than  at  present,  but  they  were  of 
opinion  that  no  alteration  should  be  made.  The  Committee 
also  reported  that  they  had  appointed  the  following  gentle- 
men to  be  examiners : — 

Preliminary  Examination,  June  and  December,  1906. 
Professor  Henry  E.  Armstrong. 

Intermediate  Examination,  May  1906. 
Bookkeeping  (Partnership),  Mr.  A.  H.  Gibson. 

Do.  (Executorship),  Mr.  T.  G.  Shuttleworth. 

Auditing,  Mr.  F.  W.  Pixley. 
Rights  and  Duties  of  Liquidators,  $c.,  Mr.  J.  B.  Ball. 

Final  Examination,  May  1906. 
Bookkeeping  (Partnership),  Mr.  D.  Hill. 

Do.         (Executorship),  Mr.  T.  G.  Shuttleworth. 
Auditing,  Mr.  H.  Woodburn  Kirby. 
Rights  and  Duties  of  Liquidators,  &c.,  Mr.  J.  B.  Ball. 
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Final  Examinations,  May  and  November  1906. 
Bankruptcy  and  Company  Law,  Mr.  E.  F.  Turner. 

Mercantile  Law  and  the  Law  of  Arbitrations  and  Awards, 
Mr.  Leslie  Hunter. 

The  Parliamentary  and  Law  Committee  reported  that  the 
application  of  the  Institute  of  Accountants  in  Victoria  for  a 
Royal  Charter  of  Incorporation  had  been  refused. 

The  Secretary  reported  the  death  of  Mr.  J.  H.  Hackett, 
A.C.A.,  Birmingham. 


TTbe  Tlewcastle  Cbarterefr  accountants 
Stu&ents'  Socfeti?* 


Bookkeeplni^  on  the  Slip  and  Card  Systems. 


By  E.  E.  Price,  F.C.A. 


A  Lecture  read  at  a  meeting  of  the  above  Society. 


In  these  days  of  keen  competition  anything  that  will 
promote  speed,  facility  of  reference,  and  economy  of 
labour  is  welcomed  by  the  up-to-date  business  man,  and 
it  is  because  the  Slip  and  Card  Systems  of  bookkeeping 
claim  to  answer  these  requirements  that  I  venture  to  bring 
them  before  you  to-night,  feeling  that  Chartered  Account- 
ants ought  always  to  be  ready  to  advise  their  clients  upon 
the  system  of  bookkeeping  most  suitable  for  their  par- 
ticular business,  and  to  deal  with  any  new  invention  that 
promises  to  give  increased  facilities,  and  when  any  novelty 
is  introduced  they  should  be  willing  to  study  it,  and  be 
prepared  to  state  what  are  the  advantages  or  disadvantages 
of  using  it. 

I  propose  to  divide  my  remarks  into  two  divisions,  viz. : 
The  Siip  System  as  applied  to  books  of  first  entry  (Day 

Books,  Invoice  Books,  Cash  Books,  &c.). 
The  Card  System  as  applied  to  Ledgers,  Indices,  &c. 

Dealing  first  with  the  Slip  System. 

The  posting  and  balancing  of  a  Ledger  is  very 
mechanical  and  commonplace  work.  I  daresay  many  of 
those  before  me  are  very  familiar  with  all  kinds  of  Ledger 
posting,  and  regard  it  as  very  simple  and  uninteresting 
work.  So  it  is,  but  you  will  readily  admit  that  it  is  very 
important  that  it  should  be  properly  done,  for  upon  it 
depends  the  accuracy  and  completeness  of  the  Balance 
Sheet  and  Accounts  to  be  afterwards  compiled.  It  is  also 
important  that  it  should  be  done  regularly  and  promptly, 
and  that  any  required  account  should  be  quickly  and 
easily  found,  and  that  all  details  relating  thereto  can  be 
obtainable  without  difficulty  or  delay. 

The  preseat   system,   which    we   will    call   the    "Book 


System,"  consists  generally  of  a  Cash  Book,  one  or  more 
Day  Books,  a  Journal,  and  one  or  more  Ledgers ;  and  in 
the  case  of  businesses  of  moderate  size  it  answers  very 
well,  but  in  the  case  of  very  large  businesses,  with  Ledger 
Accounts  running  into  thousands,  there  are  certain 
difficulties  connected  with  the  Book  System  which,  it  is 
alleged,  are  overcome  by  the  Slip  System. 

Let  me  give  a  few  particulars,  which  will  illustrate  the 
volume  of  business  dealt  with  by  some  of  our  London 
warehouses :  — 

Number  of  letters  (morning  post),  over  1,000 

Number  of  entries  Sold  Day  Book  per  day,  1,000. 

Number  of  Day  Books  in  use,  100. 

Sold  Ledgers  in  use,  15  to  20. 

Folios  in  each  Ledger,  14,000. 

I-edger  Accounts  open,  7,000. 
Not  only  axe  the  daily  entries  in  the  Day  Books  and 
Ledgers  very  voluminous,  but  these  entries  have  to  be  dis- 
sected or  analysed  into  a  large  number  of  departments, 
often  more  than  twenty  in  number,  which,  of  course,  adds 
very  heavily  to  the  bookkeeping. 

In  such  an  establishment  the  Book  System  is  found  in 
practice  to  be  cumbrous  and  laborious  to  work,  as  I  think 
you  will  see,  if  you  follow  out  the  details  with  me. 

Assume  that  twenty  clerks  are  employed  in  the  Entering 
Room,  ten  of  whom  are  entering  up  the  Day  Books  and 
the  other  ton  making  out  invoices.  Ten  Day  Books  will 
be  in  use.  These  ten  books  cannot  be  retained  in  the 
Entering  Room  for  more  than  one  day,  after  which  they 
must  be  passed  into  the  Dissecting  Room,  and  the  entries 
analysed  under  departments.  Here,  too,  the  Day  Books 
are  added  up  and  balanced  against  the  dissections. 

Assuming  that  the  work  is  done  with  promptitude  and 
regularity,  the  ten  Day  Books  used  on  Monday  would 
spend  Tuesday  in  the  Dissecting  Room,  and  on  Wednes- 
day would  be  in  the  Ledger  Room,  and  might  find  their 
way  back  to  the  Entering  Room  by  Thursday. 

On  this  assumption  thirty  Day  Books  would  be  in  con- 
stant use,  but  in  practice  a  much  larger  number  are 
required.  The  Dissecting  Room  is  sometimes  delayed 
with  the  monthly  balance  and  gets  behind.  The  Ledger 
keepers  are  also  hindered  at  times  by  the  work  of  making 
out  Monthly  Statements  and  the  Half-yearly  Balance,  and 
thus  a  much  larger  number  of  Day  Books  are  required. 
In  one  London  establishment  the  number  of  Day  Books  in 
use  reached  nearly  200. 

These  Day  Books  contain  a  full  copy  of  every  invoice 
issued.  An  invoice  will  sometimes  cover  more  than  a  page, 
and  the  work  involved  in  writing  them  up,  dissecting,  and 
posting  is  greatly  increased  by  the  length  of  the  entries 
therein. 

Now,  consider  what  it  means  to  have  200  of  these  books 
in  xise  at  the  sam.e  time.     Each  of  the  fifteen  or  twenty 
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Ledger  keepers  has  to  post  from,  each  of  the  200  Day 
Books,  and  he  must  endeavour  to  post  in  regular  order  of 
date.  His  Ledger  only  contains  one-fifteenth  of  the  firm's 
customers,  and  his  time  is  largely  taken  up  hunting 
thiough  the  100  or  more  Day  Books  for  entries  relating  to 
the  particular  accounts  which  are  in  his  Ledger. 

In  cases  such  as  described  the  Book  System  has  the 
following  disadvantages :  — 

(i)  Unnecessary  labour. 

(2)  Delay  in  posting. 

(3)  Difficulty  of  reference  to  details. 

The  following  slides  were  shown  to  indicate  the  faults 
uf  the  old  system  :  — 

No.  I.  Facsimile  of  Day  Book. 
No.  2.  Facsimile  of  Ledger  Account. 
Saw  let  us  consider  a  similar  business  where  slips  are 
used  in  lieu  of  Day  Books,  and  we  will  take  the  case  of  a 
large  wholesale  warehouseman,  in  what  is  called  the  "soft 
goods  "  line.  We  will  suppose  that  we  have  to  deal  with 
a  very  large  number  of  sales,  varying  from  a  few  shillings 
to  ;^i,ooo,  and  that  we  require  a  satisfactory  and  simple 
system  for  posting  these  sales  with  as  little  labour  as 
possible. 

Illustrations  were  here  given  of  the  following  forms  used 
in  the  Slip  System  of  bookkeeping :  — 

A^o.  3,  Sa/e  Card,  containing  a  record  of  the  various 
departments  from  which  purchases  have  been  made, 
with  the  view  of  enabling  the  Packing  Room  to  include 
all  in  one  parcel,  and  to  enable  the  Entering  Room  to 
make  a  complete  invoice. 

A^o.  4,  Sale  Note. — Details  of  goods  made  out  in  each 
department  of  the  Warehouse  and  attached  to  the 
parcel  of  goods.  After  despatch  the  Sale  Notes  are 
handed  to  the  Entering  Room  for  preparation  of  the 
]  a  voice. 

No.  5,  Docket  or  Invoice-  Summary. — This  is  made  up 
in  the  Entering  Room,  and  is  a  sununary  of  all  sales 
for  a  given  customer  in  the  day.  The  relative  Sale 
Notes  are  attached,  and  it  thus  becomes  a  complete 
record  of  sale. 

No.  6,  Day  Book  and  Dissecting  Book  Combined. — For 
summarising  totals  of  departments,  and  at  same  time 
posting  to  customers'  debit  in  Sales  Ledger. 

No  copying  of  the  invoice  is  required,  the  only 
details  entered  in  this  Day  Book  being  "Customer's 
Name,"  "  Total  of  Invoice,"  and  "Amount  allocated 
to  each  department." 

These  books  can  be  arranged  in  sections  correspond- 
ing with  each  group  of  Ledgers,  such  as :  — 
Town.  A— F, 

M~R, 
,,  5>— Z, 

Country,    do.  do. 


and  the  dockets  are  sorted  out  so  that  they  can  be 
readily  entered  in  the  Day  Book  in  any  system  of 
division  that  is  found  convenient. 

After  entering  dockets  in  Dissection  Book  they  are 
filed  away  under  date  alphabetically,  and  can,  if 
desired,  be  called  back  against  the  carbon  copies  in 
the  departments.  The  chance  of  any  going  wrong  may 
thus  be  guarded  against. 

It  will  be  found  in  practice  that  this  system  has  the 
following  advantages:  — 

Economy  of  2'ime  and  Labour. — The  copying  of  the 
detailed  invoices  is  saved. 

Promptitude  of  Posting. — By  sorting  the  slips  into 
divisions  corresponding  with  the  Ledgers  the  work 
of  posting  is  greatly  facilitated. 

Facility  of  Balancing. — ^The  Day  Book  and  dissections 
being  in  one,  all  differences  between  dissections  and 
Day  Books  are  avoided. 

Ready  Reference  to  Details. — ^The  slips  being  put  away 
under  an  alphabetical  arrangement,  and  in  order  of 
date,  any  details  can  be  asoertainied  without  refer- 
ence to  subsidiary  books. 

Vhe  following  slides  containing  other  applications  of 
the  Slip  System  were  also  shown  and  explained  :  — 

No.  7,  Bankers'  Ledger  Account,  as  posted  from  cheques 
and  debit  slips. 

Nos.  8  and  9,  Buiroughes  Adding  Machine,  and  sample 
of  work  done  by  machine. 

Used  by  bankers  and  others  for  automatic  sum- 
marising of  slips,  bills,  and  dieques,  &c. 

Adaptation  of  Slip  System  to  general  bookkeeping 
(American). 

No.  10,  Day  Book  Slips  and  Duplicate. 

No.  II,  Cash  Book  Slips,  Duplicate,  and  Receipt. 

No.  12,  Aggregate  of  Slips  forming  Ledger. 

Time  Ledger  Accounts  for  Use  in  Accountants'  Offices. 
No.  13,  Time  Slip.    Principal  Assistant. 
No.  14,  Time  Slip.     Other  Assistants. 
No.  15,  Set  of  Time  Slips  for  matter  for  one  day. 
No.  16,  Form  of  Ledger  for  summarising  tune. 
No.   17,  Drawer  for  keeping  Slips  for  each  matter. 
No.  18,  Cabinet  to  hold  12,000  Slips. 

Some  of  the  advantages  of  the  use  of  the  Slip  System  for 
Time  Ledgers  were  explained,  viz. :  — 

(i)  Saving  of  Time  and  Labour. —The  work  on  the  Time 
Ledgers  is  reduced  by  one-half,  as  there  is  no  copying  of 
the  narrative  of  work  done,  either  into  Day  Book  or 
Ledger.  Time  can  be  written  up  at  any  moment,  without 
waiting  for  youi  Diary  or  wasting  time  in  fetching  it. 
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Before  posting  up  the  Summary  of  Time  in  the  Ledger 
the  Slips  are  sorted  and  all  posted  together. 

(a)  Accuracy, — No  errors  can  occur  in  copying  from  badly 
written  Diaries.  The  slips  are  easily  called  back  to 
Ledger,  as  they  are  already  sorted  under  each  matter.  The 
different  grades  have  different  colours,  and  consequently 
there  is  little  risk  of  posting  in  the  wrong  colimm. 

(3)  Promptitude  and  Regularity, — There  is  no  difficulty 
or  delay  in  collecting  all  Time  Slips  for  the  day's  work 
such  as  occurs  with  Diaries.  All  Time  Slips,  including 
those  of  clerks  working  away  from  home,  are  collected 
and  sorted  daily,  and  all  time  can  be  posted  up  promptly. 

(4)  Facility  of  Reference, — ^A  bundle  of  slips  for  any 
particular  matter  can  be  taken  out  and  used  for  drafting 
an  Account  of  Charges  without  stopping  the  work  of  post- 
ing the  Time  Ledger.  The  slips  can  be  produced  in  Court, 
if  required,  and  are  good  evidence,  as  each  entry  is  made  at 
the  time,  and  initialled  by  worker. 

In  Diaries  it  is  impossible  to  produce  entries  without 
laying  bare  the  titles  and  particulars  of  other  entries 
which  may  refer  to  confidential  work. 

LoQU  Leaf  and  Card  Ledgers. 
We  now  leave  that  part  of  the  subject  which  refefs  to 
slips  used  in  place  of  Day  Book  entries,  which  may  be 
called  ""  Posting  Slips,"  and  refer  to  systems  of  Card  and 
Loose  L<edgers. 

The  following  slides  were  shown,  and  the  advantages 
and    disadvantages    of    the    Loose    Leaf    System    were 
discussed. 
No.  19,  "Dade"  Loose-leaf  Ledger. 
No.  20,  "Dade"  Loose-leaf  Ledger,  mode  of  inserting  a 

new  leaf. 
Illustrations  of  Card  Ledgers  were  also  shown  upon  the 
screen,  including  the  following: — 

No.  21,  Sales  Ledger  (Form  No.  i). 
No.  22,  Sales  Ledger  (Form  No.  2). 
The  principal  advantages  claimed  for  the  Card  Ledger 
System  weie  considered,  viz. :  — 
(z)  Only  current  accounts  are  kept  in  the  Ledger  case 
or  drawer,  all  closed  or  dormant  accounts  being 
removed  to  a  special  place. 

(2)  Cards    are    arranged    either    alphabetically    or    by 

number,  and  no  index  is  required. 

(3)  Any  number  of  cards   can   be  used  for  the   same 

account.  There  is  therefore  no  transferring  from 
one  account  to  another,  and  no  opening  of  new 
Ledgers.  Cards  are  also  much  handier  to  use  than 
Ledgers. 

(4)  The  taking  out  of  Trial  Balances  is  facilitated,  as 

the  cards  can  be  distributed  among  several  clerks, 
and  the  balances  listed  in  a  few  hours.    Similarly 


Monthly  Statements  or  Circulars  can  be  readily 
made  out  and  despatched,  as  any  number  of  hands 
can  be  put  upon  the  work  at  the  same  time. 
(5)  Overdue  accounts  can  be  selected  and  placed  before 
the  principal  for  his  consideration  without  inter- 
fering with  the  routine  of  daily  posting  of  other 
accounts. 
The  arrangement  of  Card  Ledgers  was  next  discussed, 
and  illustrated  by  the  following  slides:  — 
No.  25,  Alphabetical  arrangement. ' 
No.  26,  Numerical  arrangement. 
No.  27,  Geographical  arrangement. 
The  advantages  to  be  derived  from  the  use  of  the  Card 
Index  were  discussed  in  connection  with  the  following 
slides :  — 

No.  28,  Address  Index  for  Circulars. 
No.  29,  Actuary's  Valuation  Card. 
The  application  of  the  system  to  Stock  and  Share  Books 
was  considered,  and  the  following  slides  were  shown  : — 
No.  23,  Debenture  Stock  Account. 
No.  24,  Preference  Shares  Account. 
In  these  two  instances    we    have    a  class  of   Ledger 
Account  for  which  the  Card  System  is  specially  adapted, 
as  it  so  greatly  facilitates  the  issue  of  Dividend  Warrants, 
and  addressing  of  Circulars,  Annual  Reports,  &c. 

It  is  sometimes  stated  as  an  objection  to  the  Card 
System  that  cards  may  be  lost,  or  fraudulently  changed, 
and  with  the  view  of  meeting  this  objection  the  following 
suggestions  were  offered :  — 

(i)  Aggregate  Balancing, — The  Card  Ledgers  should  be 
used  only  for  a  set  of  Ledgers,  such  as  Sold  Ledgers,  and 
be  checked  by  an  Aggregate  Account  in  the  Private 
Ledger.  This  account  may  be  so  arranged  that  not  only 
thd  balances  on  the  cards  at  end  of  financial  year  are 
checked,  but  also  the  totals  posted  on  each  side,  total 
debits  and  total  credits  being  separately  agreed. 

The  abstraction  of  a  card  or  the  omission  of  a  posting 
would  thus  be  liable  to  be  detected.  It  would,  however, 
be  possible  to  abstract  a  card  and  make  up  the  deficiency 
by  fraudulent  entries  on  another  card.  It  will  therefore  be 
necessary  to  prevent  if  possible  the  use  of  a  card  for  an 
improper  purpose,  and  the  question  arises  whether  the 
auditor  can  exercise  an  efficient  check  to  prevent  this  being 
done.  With  this  in  view  the  following  forms  were 
shown :  — 

No,  30,  Special  ledger  Card, — This  form  bears  the  firm's 
stamp,  attached  independently  of  the  printer's,  the  die 
being  kept  under  personal  control  of  principal.  It  also 
bears  the  Ledger-keeper's  initials,  and  date  when  card 
taken  into  use,  and  the  auditor's  stamp  at  each  audit. 
Together  with  this  form  is  used:--^ 
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Serial  No.  3. 
Name     Wm.  Davidson  &  Co. 

Address  173  Wood  Street, 

London 


1904 
Jan.  I 
Feb.  5 
7 
Mar.  30 
Sept.  3 

1905 
Jan.    I 


To  Balance. . 


To  Balance 


A^<?.  31,  Auditor* s  List. — All  the  cards  concerned  in  the 
original  issue  are  listed,  and  are  counted  a/t  each  audit. 
Ultimately  cards  fully  exhausted  would  be  returned  to 
custody  of  principal.  Cards  unused  would  be  retained  by 
him  until  required. 

UNUSED     ^ 

IN   usz       yf 

.   CLOSED      J" 


When  the  balances  are  checked  against  Trial  Balance, 
the  card  numbers  in  use  would  be  checked  and  could  be 
easily  called  over  against  the  list.  Any  unused  cards  in 
bookkeeper's  hands  would  be  produced  and  examined. 
Cards  filled  up  would  be  also  produced,  unless  previously 
checked  and  returned  to  principal.  Cards  not  U3ed  and 
unissued  by  principal  would  also  be  counted. 

To  obtain  extra  cards  would  be  made  very  difficult,  as  it 
would  be  necessary  to  counterfeit  not  only  the  cards  and 
its  printed  form,  but  also  the  firm's  die. 

To  prevent  erasures,  the  cards  would  have  a  tinted 
surface,  and  any  erasure  would  reveal  the  white  card 
underneath. 

The  Lkntem  illustrations  Nos.  3,  4,  5,  6,  10,  11,  la,  13, 
14,  15,  16,  referred  to  above,  are  reproduced  in  the 
lecturer's  paper  on  this  subject  read  before  the  London 
Society  on^  nth  December  1901,  and  printed  in  the 
"Transactions  '*  of  the  London  Society  for  the  year  igoi. 


Xfperpool  Society  ot  Cbarterefr 
accountants* 


The  annual  meeting  was  held  at  the  Library  of  the  above 
Society  on  23rd  February,  at  4  p.m.,  Mr.  G.  Bowler,  F.C.A. 
(President)  in  the  chair.  The  following  members  were 
present: — Messrs.  J.  S.  Harmood-Banner,  M.P.,  Blease, 
H.  Bowler,  W.  Blease,  A.  H.  Chalmers,  Glass,  Finney, 
Hodgson,  Jackson,  Wade,  White,  and  W.  E.  Mounsey 
(Hon.  Secretary). 

The  Annual  Report  and  Accounts  were  considered  and 
passed. 

The  following  is  the  Report :  — 

The  Committee  have  pleasure  in  presenting  their  annual 
Report. 

The  number  of  members  on  the  roll  at  the  end  of  the 
year  was  95,  an  increase  of  two. 

Your  Committee  have  had  under  consideration  the 
acquisition  of  more  suitable  rooms  for  the  headquarters  of 
the  profession  in  Liverpool.  They  have,  however,  been 
seriously  handicapped  by  the  limited  membership  of  the 
Society.  They  desire  therefore  to  appeal  to  the  members 
for  their  co-operation  in  order  to  obtain  an  increased 
membership  of  the  Society.  They  feel  strongly  that  it 
would  be  an  advantage  to  the  profession  to  have  a  larger 
and  more  accessible  suite  of  rooms. 

The  educational  classes  mentioned  in  the  last  Report 
have  been  continued,  and  a  revised  syllabus  of  three 
courses  has  been  issued  in  order  to  try  and  meet  the  needs 
of  the  students.  The  Committee  regret  that  the  support 
accorded  to  these  classes  has  been  disappointing.  They 
recently  sent  a  letter  to  the  members  of  the  profession  in 
Liverpool  and  district,  asking  them  to  bring  these  clas§e« 
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before  their  articled  clerks,  but  up  to  the  present  the 
response  has  not  been  encouraging. 

During  the  year  yonr  Committee  have  been  in  corre- 
spondence with  the  Liverpool  Chamber  of  Commerce 
regarding  the  Report  of  the  Select  Committee  on 
Municipal  Trading.  They  are  glad  to  see  that  a  Depart- 
mental Committee  has  been  appointed  to  consider  certain 
matters  relating  to  Municipal  Accounts,  but  they  join  with 
the  Associated  Chambers  of  Commerce  in  their  expression 
of  regret  that  the  constitution  of  the  Committee  is  not  on 
the  lines  of  the  recommendations  made  by  the  Select  Com- 
mittee of  the  Joint  Houses  of  Parliament  (see  The 
Accountant^  year  1903,  p.  1034).  They  are  pleased,  how- 
ever, to  see  that  Mr.  Gane,  F.C.A.,  President  of  the 
Institute,  has  been  placed  on  the  Committee. 

The  annual  dinner  of  the  Society  was  held  at  Exchange 
Station  Hotel,  on  16th  November  1905.  The  President  of 
the  Institute  was  unable  to  be  present  owing  to  indisposi- 
tion, but  the  Committee  welcomed  the  attendance  of 
Mr.  W.  B.  Peait,  the  Vice-President.  The  Presidents  of 
most  of  the  leading  commercial  associations  in  the  city 
also  attended. 

The  Committee  have  received  a  communication  from  the 
Institute  regarding  the  practice  of  a  number  of  firms  of 
inserting  their  names  in  directories  in  leaded  type.  The 
Council  consider  it  is  a  form  of  advertising,  and  wish  it 
discontinued.  The  Committee  respectfully  recommend 
that  the  members  comply  with  the  wishes  of  the  Council. 
The  list  of  members  of  the  Society  in  the  Liverpool  Direc- 
tory will  be  continued,  but  in  ordinary  type. 

The  Committee  regret  to  record  the  death  of  Mr.  H.  D. 
Kshelby,  a  well-known  and  highly  respected  member  of 
the  Society. 

The  retiring  members  of  the  Committee  are  Messrs. 
Bowler,  Finney,  and  Jackson.  Under  Article  33  Messrs. 
Bowler  and  Finney  are  eligible  for  re-election.  It  will 
also  be  necessary  to  elect  another  member  in  place  of 
Mr   Jackson. 

Nominations  must  be  sent  to  the  Hon.  Secretary  of  the 
Society  at  least  four  days  before  the  date  of  the  meeting. 

The  Hon.  Treasurer's  Statement  and  Accounts  will  be 
submitted,  duly  audited,  at  the  annual  meeting. 

George  Bowler,  President. 
W.  E.  MouNSEY,  Secretary. 

The  President,  in  moving  the  adoption  of  the  Report, 
reviewed  the  work  done  by  the  Society  during  the 
past  year. 

The  following  members  were  elected  to  fill  the  vacancies 
on  the  Committee; — Messrs.  Bowler,  Finney,  and  Denton. 
Messrs.  Howarth  and  Dawson  were  re-elected  Auditors. 

A  vote  of  thanks  to  the  President  terminated  the 
proceedings. 


Xrfstol  Socfeti?  ot  Cbarterefr  accountants* 


The  third  annual  meeting  of  this  Society  was  held  on 
Monday,  the  5th  March,  at  the  Library,  Albion  Chambers. 
The  chair  was  taken  by  Mr.  F.  A.  Jenkins,  the  President, 
and  after  the  notice  convening  the  meeting  had  been  read, 
the  Report  and  Accounts,  as  set  out  below,  were  adopted. 

Report  and  Accounts. 

The  Council  forward  herewith  Income  and  Expenditure 
Account  for  the  year  ended  31st  December  1905,  and 
Balance  Sheet  made  up  on  that  date,  which  have  been 
audited  by  Mr.  Henry  Anstey. 

The  Council  hope  that  those  local  members  of  the 
Institute  of  Chartered  Accountants  who  have  not  yet  joined 
the  Society  will  apply  for  membership.  The  pecuniary 
aid  which  the  Society  receives  from  London  depends 
largely  uipon  the  support  which  is  accorded  locally. 

Ihe  continuation  of  the  special  classes  for  articled 
clerks,  which  have  been  carried  on  with  considerable 
success,  is  dependent  upon  the  grant  which  this  Society  is 
able  to  obtain  from  the  Institute  for  that  purpose.  The 
reports  of  Mr.  G.  H.  Boucher  and  Mr.  A.  E.  Ashmead 
upon  the  examinations  held  by  them  at  the  close  of  the 
session  are  of  an  encouraging  nature,  and  the  Council  are 
assured  that  a  systematic  course  of  special  teaching 
during  the  whole  period  of  articles  must  prove  of  great 
benefit.  The  Council  are  pleased  to  note  that  Mr.  R.  C. 
Haddon,  one  of  the  Bristol  students,  took  a  distinguished 
place  at  the  last  Institute  Final  Examination. 

Every  effort  is  made  to  keep  the  library  up  to  date,  and 
the  Hon.  Librarian  will  be  pleased  at  any  time  to  receive 
suggestions  from  members  as  to  any  books  which  they 
desire  purchased. 

A  successful  meeting  was  held  on  December  ist  1905, 
when  short  papers  were  read,  by  the  President  on  **The. 
Auditor's  Certificate  and  Report,"  by  Mr.  Clare  Smith  on 
"The  Rights  of  Partners  inter  se"  and  by  Mr.  Stephen 
Tryon  on  "Secret  Reserves."  The  chair  on  this  occasion 
was  taken  by  Mr.  W.  B.  Peat,  Vice-President  of  the 
Institute,  who  was  accompanied  by  Mr.  Daniel  Hill,  on© 
of  the  members  of  the  Council  of  the  Institute. 

In  accordance  with  the  rules  the  officers  and  auditor 
retire,  and  the  retiring  members  of  the  Council  are 
Mr.  F.  W.  Baber  and  Mr.  A.  L.  Hellyer.  These  are  all 
eligible  for  reelection. 

By  order  of  the  Council, 

Clare  Smith,  Chairman, 


W.  Vaughan  JenkiitST 
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Dr,  Income  and  Expenditure  Account  for  the  Year  ended  31st  December  1905. 

1905  £    s    d    £    s    d            1905                                                                             £    »  d 
Dec.  31.    To  Expenses  of  Library,  viz. :—                                                        Dec.  31.    By  Subscriptions  :— 

Rent 30    o    o                                                   39  Members  in  Practice  at  £1  is.       40  19  o 

SUtionery,    Printing,   and    Sun-                                         '                                  i           »              •         (half-year)         o  10  6 

dries 638  2  m       not    in    Practice  at 

36    5    8                                                             los.  6d I    I  o 

m  General  Expenses o    3    9  — ~ — \ — 

•  Depreciation :—  »  Bristol  Chartered  Accountants  Students'  Society 

Books,  15  %  on  £a2i  19s.  6d.    . .        33    5  «o  for  use  of  Room        . . 

Furniture  and  Fittinipi,  s  %  on  •  Institute  of  Chartered  AccountanU  in  England 

£32  17s.  3d I  13  10  and  Wales— Contribution  for  1905 

34  18  8   ; 

•  Capital  Account  :— 

Balance  Transferred        ....  8x8 

£79  "    9 


Cr. 


£    s    d 

43  10  6 
500 
33    I    3 

i79  "    9 


Dr. 


Balance  Sheet,  31st  December  1905. 


Cr. 


To  Sondrr  Creditors 

m  Capital  Account : — 

Per  last  Statement        

Income  and  Expenditure  Account— Balance 
this  year 


£ 
33 


s    d 
7  10 


193 
8 


ao3    3    7 


£228  II    5 


£     s  d 

By  Library  Books  :~ 

Per  last  Statement I33    ^  3 

Additions  this  year 27  16  9 


I     s    d 


183 
33 


3 
3  10 


L€Si  Depreciation  this  year 

Library    Furnituro   and    Fittings  — per   last 

Statement  

Lns  Depreciation  this  year 

Subscription  in  Arrear 

Institute  of  Chartered  Accountants  in  England  and  Wales 
Cash  at  Bank         


149  17    2 


3»    4    4 
I  12  10 


39  II 

I     I 

32    1 

16    o 


£228  II    s 


Bristol,  20th  February  1906. 

The  officials  were  re-elected  as  follows. — President, 
Mr.  Frederick  A.  Jenkins,  F.C.A. ;  Hon.  Librarian, 
Mr.  Stephen  Tryon,  F.C.A. ;  Hon.  Secretary.  Mr.  W. 
Vaughan.  Jenkins,  F.C.A.  Messrs.  F.  W.  Baber  and  A.  L. 
Hellyer,  the  retiring  members  of  the  Council,  were 
re-elected,  as  was  also  the  Auditor,  Mr.  Henry  Anstey. 

A  vote  of  thanks  to  the  Chairman  concluded  the 
meeting. 


^be  federal  ?ndtitute  of  accountants 
(?ncorporate&). 


Annual  Report,  1905. 


Th£  Council  submits  Report  and  Balance  Sheet  for  the 
year  ended  31st  December  1905.  The  accounts  have  been 
duly  audited  to  that  date,  and  the  financial  position  dis- 
closed is  satisfactory.  The  attention  of  members  is  called 
to  a  considerable  sum  retained  as  an  asset  for  "Charter 
expenses."  This  represents  expenditure  incurred  directly 
by  your  Institute,  and  will  be  treated  as  preliminary 
expenses  should  the  Charter  be  granted.  There  will  be  a 
considerable  sum  to  be  brought  into  account,  and 
similarly  treated,  for  indirect  expenditure  also  incurred 
and  still  to  be  incurred. 


Audited  and  found  correct, 

(SiKned)  Hknry  Anstey,  Chartered  Accountant. 

During  the  year  46  applications  for  admission  were 
received  from  various  parts  of  the  Commonwealth,  and 
dealt  with. 

Fifty-seven  candidates — three  for  the  Preliminary,  seven 
for  the  Intermediate,  and  47  for  the  Final — attended  the 
examinations  of  the  Institute,  including  the  joint  examina- 
tion mentioned  hereunder,  held  during  the  period  in  Mel- 
bourne, Bendigo,  Geelong,  Adelaide,  Broken  HUl,  Cairns, 
and  Brisbane.  The  Board  of  Kxaminers  recommended  23 
of  these  for  admission — three  Preliminary,  two  Inter- 
mediate, and  18  Final— they  having  fulfilled  the  required 
tests. 

As  members  are  aware,  on  the  j8th  March  last  a  meet- 
ing of  Institutes  domiciled  in  Victoria  was,  at  the  request 
of  the  State  Ministry,  in  resp«»iise  to  certain  queries  from 
the  Home  Guvernment,  held  at  the  offioe  of  the  Hon. 
Messrs.  Swinburne  and  Mackey,  to  formulate  the  grounds 
of  an  agreement  for  a  petition  to  His  Majesty  the  King 
for  a  Royal  Charter.  A  preliminary  agreement  satisfactory 
to  all  parties  was  arrived  at,  and  after  a  considerable 
number  of  sittings  of  a  subsequently  appointed  conference, 
comprising  representatives  of  the  several  Institutes,  a 
petition  for  the  Charter  was,  through  the  State  Governor, 
sent  to  London  in  September  last.  This  matter  is  now 
under  consideration  at  the  Colonial  Office ;  as  also  is  that 
of  the  opposition  to  the  granting  of  the  same  from  other 
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States  of  Australia.  The  Conference  is,  however,  hopeful 
in  the  matter,  as  the  petition  is  made  by  Victoria  as  a 
Sovereign  S4ate,  and  consequently  in  no  way  antagonistic 
to  the  profession  in  any  other  State.  The  details  of  the 
petition  are  in  the  knowledge  of  members. 

At  the  first  meeting  with  Ministers,  Messrs.  Godden  and 
E.  L.  Wilson  represented  youx  Institute,  and  Messrs. 
Hunting  and  E.  L.  Wilson  repiesented  you  on  the  Con- 
ferenice.  The  thanks  of  the  Institute  are  due  to  tiheso 
gentlemen  for  their  exertions  on  your  behalf,  and  the 
result  was  approved  by  general  meetings  held  at  Adelaide, 
Brisbane,  and  Melbourne. 

It  was  arranged  by  the  Conference  that  a  joint  examina- 
tion of  those  eligible  for  the  Final  Examination  of  the 
Incorporated  Institute  of  Accountajits,  Victoria,  and  of 
youT  Institute,  under  the  (draft)  Charter  conditions, 
should  be  held  in  November,  under  a  board  of  three 
members  from  each.  Messrs.  Godden,  Hunting,  and  £.  L. 
Wilson  were  appointed  by  your  Council  to  act  on  behalf 
of  this  Institute.  This  examination  was  duly  held,  and 
the  results  published.  Sittings  were  held  at  Adelaide, 
Bendigo,  Brisbane,  Broken  Hill,  Perth,  and  Melbourne, 
and  Mr.  H.  G.  Turner  (Hon.  Secretary  to  the  Conference) 
acted  as  Hon.  Secretary  to  the  Board. 

Through  your  President  your  Institute  had  much 
pleasure  in  again  assisting  the  West  Australian  Institute 
of  Accountants  by  acceding  to  its  request  to  set  and 
adjudge  the  examination  papers  in  bookkeeping  and 
auditing. 

Considerable  additions  have  been  made  to  the  several 
librairies,  more  are  contemplated,  and  the  state  of  efficient 
equipment  will  be  continued. 

Social  reunions  of  the  members  have  been  held  in  Mel- 
bourne and  elsewhere  with  the  greatest  success,  and  it  is 
felt  that  such  gatherings  conduce  to  the  continuance  of  that 


good  feeling  which  should  animate  the  profession,  and 
periodical  repetitions  will  be  carried  out. 

The  Institute  now  numbers  205  members,  viz. :  One 
honorary  member,  89  Fellows,  and  115  Associates.  During 
the  year  six  members  forfeited  their  membership. 

While  the  accession  in  numbers  is  satisfactory,  the 
Council  reports  that  the  alteration  of  the  rules,  by  raising 
the  age  at  which  an  Associate  could  be  admitted  for 
examination  from  21  to  23  years,  and  requiring  satisfactory 
experience  of  at  least  three  years  on  books  of  accounts, 
has  been  beneficial. 

During  the  year  the  Council  has  been  approached  for 
the  opening  up  of  other  divisions  or  branches  in  different 
towns  in  the  Conunonwealth.  Though  provisionally 
agreeing  to  these  requests,  in  accordance  with  the 
"  Federal  "  standing  of  the  Institute,  the  perfecting  of  the 
same  must  necessarily  remain  in  abeyance  pending  the 
granting  or  otherwise  of  the  Charter. 

The  Council  desires  to  recognise  the  hearty  and  valuable 
co-operation  of  the  Divisional  Boards  of  Advice  in  the 
other  States,  and  specially  to  refer  in  connection  therewith 
to  Messrs.  W.  H.  Beattie  and  F.  A.  Muller  (Brisbane), 
H.  P.  Wilson  (Adelaide),  and  O.  I..  Haines  (Perth). 

It  will  be  necessary  to  elect  members  of  the  Council 
and  an  Auditor  for  the  ensuing  twelve  months.  Nomina- 
tions must  be  made  as  provided  by  the  rules. 

The  retiring  Councillors  are: — Messrs.  W.  H.  Beattie, 
Haines,  Lan^ord,  Runting,  Shackell,  Wallace,  and  £.  L. 
Wilson. 

The  retiring  Auditor  is  Mr.  W.  F.  Remington,  who  is 
eligible  for  reappointment. 

W.  J.  RUNTING, 

President. 

Melbourne, 

16M  January  1906. 


Balance  Sheet  at  31st  December  1905. 


Liabilities. 

£    s    d 

Applicants'  Deposits  79  16    o 

Sundry  Creditors       622 

Subscriptions  Paid  in  Advance i     i    o 

Accumulation  Account— 

At  31SI  December  1904         4y(;  10    9 

Transferred  from  Revenue  Account       ..  49    2  11 


548  13    » 


£635  12  10 


Asuts. 

£    s    d    £    s    d 
Library  at  Cost- 
Victoria  (Melbourne  and  Bendigo)  ..        ••    95  15    9 

Queensland 45  i6  lo 

South  Australia  33    9    3 

165    I  10 

Furniture 35    «    6 

Depreciation  on  same         526 

30    o    o 

Charter  Expenses  (partial)         51    1    8 

Fixed  Deposit  (Royal  Bank,  Melbourne)  . .  300    o    o 

Royal  Bank,  Melbourne,  Current  Account    ..        ..     17  11    3 

Cash  at  Queensland  38    4    2 

•         South  Australia 43  I3  i* 

J??_?_i 

£635  'g  >o 
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Aggregate  Revenue  Account  of  Head  Office  and  Divisions  for  Z2  months  ending  31st  Dec.  1905. 


£    s    d     £    s    d 

To  Advertising 20  17    6 

.    General  Charges 34    7    3 

.    Audit  Fees  (Head  Office  and  Divisions)  330 

•  Priotiog  and  Stationery 2j  10    2 

•  Manaf^ement  and  Rent  at  Head  Office  and 

Divisions 153    o    o 

•  Examinations          46  18    5 

.    l>epreciati(Mi  on  Furniture         526 

«    Annual  Meetings 3065 

•  Accumulation         49    3  11 

£366    8    4 


£     s    d 

By  Subscriptiuiis 294  10    6 

•    Entrance  Fees 44    2    o 

»    Diploma  Fees 12  is    6 

,    Library  Fees        110 

0    Interest  on  Deposits 13  19    4 


£3&6    8    4 


Das  VERS   Godden, 


i6ik  JOHuary  1906. 


Secntaiy. 


Audited  and  found  correct, 

W.    F.    Reminuton, 


F.F.I.A.,    Aust. 

Auditor, 


5ncorporate&  accountants. 


Thk  annual  dinner  of  the  Manchester  and  District 
Society  of  Incorporated  Accountants  was  held  on  the 
2nd  inst.  at  the  Midland  Hotel.  Mr.  Henry  Steele,  the 
President,  occupied  the  chair. 

Mr-  Arthur  A.  Haworth,  M.P.,  responded  to  the  toast  of 
•^The  Houses  of  rarliament,"  proposed  by  Mr.  Harry 
Lloyd  Price,  candidate  and  a  new  member.  Among 
questions  put  to  him  as  a  candidate  was,  '^Are  you  in 
favour  of  beer  being  made  the  same  price  as  coke?  "  As, 
remarked  Mr.  Haworth,  I  bad  not  your  Society  at  hand 
to  calculate  the  matter  out,  I  did  not  answer  the  question. 
Another  elector,  who  was  evidently  something  of  an 
agriculturist  as  well  as  a  democratic,  asked,  "Are  you  in 
favour  of  the  naturalisation  of  the  land?  "  (Laughter.) 
Alluding  to  his  entrance  into  Parliament,  Mr.  Haworth 
said  that,  like  many  other  new  members,  he  went  trying 
to  look  as  if  he  had  been  there  before,  but  his  pride  did  not 
last  long,  for  a  somewhat  dignified  policeman  asked  him 
if  he  wanted  the  members'  entrance.  He  answered  that  he 
did,  and  then  was  forced  to  say,  **What  do  I  do  next?" 
By  that  time,  observed  Mr.  Haworth,  the  policeman's 
dignity  relaxed,  and  I  thought  it  best  to  show  that  I  had 
none,  and  in  reply  to  the  policeman's  "  New  member,  sir?  " 
1  said,  ** That's  me."  (Laughter.)  Referring  to  the  debate 
on  the  Address,  the  member  for  South  Manchester 
remarked  that  it  was  calculated  to  give  a  new  member  as 
bad  an  impression  as  he  was  likely  to  get  of  the  House  of 
Commons,  so  far  as  its  business  capabilities  were  con- 
cerned. In  concluding  his  remarks,  Mr.  Haworth  com- 
mended the  objects  of  the  Society  in  protecting  the  public 
against  unqualified  accountants. 

Mr.  James  Martin,  Secretary  of  the  parent  Society,  sub- 


mitted '*The  Civic  Authorities  of  Manchester  and  Salford." 
He  made  reference  to  the  appointment  by  the  Local 
Government  Board  of  a  Departmental  Committee  to  con- 
sider whether  a  standard  form  of  accounts  was  practicable. 
Although  that  Committee  had  not  been  authorised  to  deal 
with  the  important  quej.tion  of  the  auditing  of  local  autho- 
rities' accounts,  he  was  glad  to  think  that  the  Man- 
chester and  Salford  Corporations  had  been  pioneers  in 
having  their  accounts  audited  by  qualified  professional 
accountants. 

The  Lord  Mayor  (Councillor  Thewlis).  replying  to  the 
toast,  said :  As  to  accountants  he  had  great  belief  in  their 
wisdom,  but  they  ought  to  be  compelled  to  present  their 
accounts  in  an  intelligible  fashion — (laughter) — so  that  the 
wayfaring  man,  though  a  fool,  might  fairly  imderstand 
them.  He  thought  a  Balance  Sheet  ought  simply  to  be  a 
sheet  of  figures,  which  on  the  one  side  showed  your  obli- 
gations or  liabilities,  and  on  the  other  what  you  had  got 
against  them,  and  the  difference  between  one  and  the  other 
should  be  either  what  you  have  or  what  you  haven't. 
(Laughter.) 

The  other  toasts  were  :  — '*  Our  Courts  of  Justice,"  pro- 
posed by  Mr.  Jacob  Earnshaw,  and  responded  to  by  Vioc- 
Chancellor  Leigh  Clare;  "Trade  and  Commerce  of  the 
City  and  Port  of  Manchester,"  submitted  by  Mr. 
Frederick  Brocklehurst,  and  replied  to  by  Mr.  E.  H. 
Langdon  ;  "The  Society  of  Accountants  and  Auditors," 
jiven  by  Mr.  Drummond  Eraser,  and  acknowledged  by 
Mr,  William  George  Raynor,  the  President ;  "  Our  Guests," 
called  for  by  Mr.  Francis  G.  Burton,  and  answered  by  Mr. 
J.  Grant  Gibson  and  the  Town  Clerk  of  Salford  (Mr.  L.  C. 
Evans) ;  "The  District  and  Branch  Societies,"  proposed  by 
Mr.  Walter  J.  Smith,  and  responded  to  by  Mr.  Edwin 
Richmond  and  Mr.  C.  HeweUon  Nelso^Q^3g|^ 
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Aunictpal  accounts. 

The  Question  of  an  Independent  Professional  Audit. 
The  Need  of  Standardisation. 


At  the  invitation  of  the  Municipal  Trading  Committee 
of  the  London  Chamber  of  Commerce  a  Conference  of 
Chambers  of  Commerce,  Industrial  Associations,  Municipal 
Corporations,  and  Local  Authorities,  was  held  on  Monday, 
Maich  5th,  at  the  Whitehall  Rooms,  Hotel  M^tropole, 
London,  "with  the  object  of  discussing  the  recommenda- 
**  tions  of  the  Joint  Parliamentary  Committee  on  Municipal 
**  Trading,  1903,  and  the  best  means  of  securing  their  adop- 
"tion  as  regards  the  independent  professional  audit  of 
"Municipal  Accounts  and  the  standardisation  of  such 
"  accounts." 

The  chaix  was  taken  by  Mr.  Felix  Schuster  (Chairman  of 
the  Council  of  the  London  Chamber  of  Commerce),  and 
there  was  a  large  attendance,  including  the  following 
gentlemen  representing  the  London  Chamber  of  Com- 
merce:— Right  Hon.  Lord  Avebury,  Right  Hon.  Lord 
Brassey,  K.C.B.,  Right  Hon.  Lord  Rothschild,  Mr. 
Thomas  F.  Blackwell  (President  of  the  London  Chamber), 
Mr.  Charles  Charleton  (Deputy-Chairman  of  the  CouncU 
of  the  London  Chamber),  Mr.  Sydney  Morse  (Chainnan  of 
the  Municipal  Trading  Committee  of  the  London 
Chamber),  Mr.  F.  Whinney  and  Mr.  W.  B.  Peat 
(Institute  of  Chartered  Accountants),  Mr.  G.  Bartholomew, 
Mr.  James  Rigg,  Mr.  N.  L.  Cohen,  Mr.  E.  Water- 
house,  Mr.  James  Laughland,  Sir  Thomas  Brooke- 
Hitching,  Mr.  G.  N.  Hooper,  Mr.  W.  J.  Thompson, 
Mr.  Edgar  Harrison,  and  Mr.  J.  M.  Fells.  Also 
Mr.  B.  I.  Greenwood  (Institute  of  Builders  and  the 
National  Federation  of  Building  Trade  Employers  of 
Great  Britain  and  Ireland),  Mr.  George  Nichols  (Associa- 
tion of  Master  Plasterers),  Mr.  A.  J.  Giles  (Grocers'  Asso- 
ciation), Major  Vane  Stow  (Master  Printers'  Association), 
Mr.  E.  Alexander  Du£E  (Institute  of  Bankers),  Mr.  J.  W. 
Lorden  (London  Master  Builders'  Association),  Mr.  J.  C. 
Pillman  (London  Flour  Trade  Association),  Mr.  J.  McLaren 
and  Mr.  Andrew  Williamson  (Institute  of  Accountants  and 
Actuaries  in  Glasgow),  Mr.  Thomas  Wrightsou  (Associa- 
tion of  Master  Lightcniicn),  Mr.  G.  A.  Touch  and  Mr. 
Richard  Brown  (Society  of  Accountants  in  Edinburgh), 
Mr.  A.  J.  Rhodes,  Mr.  Dixon  H.  Davies,  Mr.  Arthur 
Taylor  and  Mr.  W.  L.  Madgen,  M.I.E.E.  (Industrial  Free- 
dom League),  Mr.  Walter  Boutall  (Eiectrotypers,  Stereo- 
t^-pers.  Process,  and  General  Engravers'  Association, 
Lim.),  Mr.  F.  Coysh  (United  Kingdom  Commercial 
Travellers'  Association),  Mr.  Harold  E.  Perrin  (Sec- 
retary, Institute  of  British  Carriage  Manufacturers), 
Mr.  William  Shepherd  (National  Federation  of  Build- 
ing Trade  Employers  of  Great  Britain  and  Ireland), 
and    Mr.    W.    G.    Raynor    (Society    of    Accountants    and 


Auditors).     As  also  representatives  of  most  of  the  various 
Chambers  of  Commerce  throughout  the  country. 

The  Chairman  :  My  Lords  and  gentlemen,  on  behalf  of 
the  Council  of  the  London  Chamber  of  Commerce  I  am 
very  pleased  to  be  able  to  welcome  you  here,  and  I  am  very 
proud  to  be  privileged  to  take  the  chair  at  so  important  and 
so  representative  a  gathering,  to  discuss  a  most  important 
subject.  This  meeting,  as  you  are  aware,  has  been  called 
by  the  Municipal  Trading  Committee  of  the  London 
Chamber  of  Commerce,  who  are  acting  with  the  concurrence 
and  full  sanction  and  approval  of  the  Chamber.  As  far  as 
we  have  been  advised,  we  have  here,  besides  several  distin- 
guished authorities  on  the  subject  we  are  going  to  discuss, 
the  representatives  of  48  Chambers  of  Commerce,  18 
Industrial  and  other  Associations,  and  20  Municipal  Cor- 
porations and  Local  Authorities.  Prior  to  the  conference, 
the  Municipal  Trading  Committee  of  the  London  Chamber 
issued  to  the  Chambers  of  Commerce.  Industrial  Associa- 
tions, and  Municipal  Corporations  and  Local  Authorities, 
the  following  questions  : — "  Do  you,  or  do  you  not,  aj^ee 
*'  with  the  recommendations  of  the  Joint  Select  Committee 
"on  Municipal  Trading  of  1903?"  I  need  hardly  remind 
you  that,  in  referring  to  the  Joint  Select  Committee,  we 
mean  the  Joint  Committee  of  both  Houses  of  Parliament, 
which  sat  on  this  subject  and  reported  in  1903 — a  most 
important  report,  to  discuss  which  we  are  gathered  here 
to-day,  and  the  report  and  recommendations  of  which  we 
hope  to  have  carried  out  before  very  long.  The  other 
question  was,  "Do  you,  or  do  you  not,  agree  that  it  is 
"  desirable  that  a  standard  form  of  accounts  should  be 
"prescribed  for  all  municipal  bodies?"  The  following 
replies  were  received  : — In  favour  of  the  recommendation  of 
the  Joint  Committee  32  Chambers  of  Commerce,  44  Local 
Authorities.  15  Industrial  and  other  Associations — a  total  of 
91 ;  and  I  may  say  that  some  of  these  Chambers  of  Commerce 
have  not  sent  any  representatives  here  to-day  because  they 
were  so  thoroughly  in  accord  with  the  resolutions  which 
were  going  to  be  proposed.  Then,  conditionally  in  favour 
of  the  recommendations  of  the  Joint  Committee,  replies  were 
received  from  21  Local  Authorities.  Against  the  recommen- 
dations of  the  Joint  Committee  three  Chambers  of  Com- 
merce, 26  Local  Authorities,  and  none  of  the  Industrial  and 
other  Asbociations~a  total  of  29.  So  you  have  91  in  favour 
of  these  resolutions,  and  29  against.  In  favour  of  standard- 
isation, replies  were  received  from  35  Chambers  of  Com- 
merce, 57  Local  Authorities,  and  15  Industrial  and  other 
Associations— 107  in  all.  Conditionally  in  favour  of 
standardisation,  11  Local  Authorities  ;  and  against  standard- 
isation, one  Chamber  of  Commerce  and  17  Local  Authorities, 
a  total  of  18.  So  you  have  107  in  favour  of  standardisation, 
18  against,  and  11  expressing  a  conditional  approval.  Before 
beginning  the  proceedings  to-day,  I  should  only  like  to  be 
allowed  to  say  this :  We  are  not  here^odiscuss  the  question 
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of  municipal  trading.  (Hear,  hear.)  That  is  outside  the 
scope  of  this  conference  altogether.  But  whatever  our 
notions  may  be  on  this  important  question,  surely  the  most 
earnest  advocate  of  municipal  trading  cannot  possibly  object 
to  the  accounts  of  municipal  bodies  being  properly  kept.  In 
fact,  it  is  just  the  advocates  of  municipal  trading  who  ought 
to  be  most  desirous  of  seeing  the  result*  of  such  trading 
clearly  brought  out  to  the  public,  and  to  the  ratepayers 
whom  they  represent.  But  none  of  those  who  are  at  all 
acquainted  with  the  subject  can  deny  that  the  question  of 
audits  of  municipal  bodies  is  one  which  is,  to  say  the  least 
of  it,  capable  of  a  great  deal  of  improvement.  The  question 
of  borrowing,  which  has  occupied  the  public  mind  for  a  long 
time,  and  I  do  not  hesitate  to  say  has  affected  the  money 
market  considerably,  has  also  had  this  effect — that  good 
enterprises  and  thoroughly  well-organised  and  audited 
corporations  have  had  to  suffer  along  with  those  not  so  well 
organised,  and  whose  borrowing  has  been  excessive ;  that  is 
a  point  we  should  all  bear  in  mind.  The  public  have 
become  generally  somewhat  alarmed  at  the  extent  of 
municipal  borrowing  during  the  last  ten  years,  and  the  good 
have  sufiered  along  with  the  bad.  The  difficulty  of  finding 
a  guiding  rule  and  principle  as  to  sinking  funds  and  depre- 
ciation is  one  to  which  this  report  gives  considerable 
attention,  and  it  is  to  this  end,  of  getting  rid  of  that 
difficulty,  that  attention  is  directed,  and  that  standardisation 
is  recommended  in  one  of  the  resolutions  before  you.  I  will 
not  detain  the  meeting  any  longer.  There  are  several 
gentlemen  whom  we  should  like  to  hear,  and  several  resolu- 
tions are  going  to  be  proposed  to  us.  All  I  wish  to  say  is 
that  this  conference  is  not  convened  in  any  spirit  of  adverse 
criticism  either  of  municipalities  or,  least  of  all.  of  the 
representatives  of  the  great  Government  Department  which 
controls  these  matters.  (Hear,  hear.)  But,  having  had  a 
report  of  a  representative  Committee,  an  able  report  of  a 
Committee  which  has  spared  no  pains  in  taking  evidence. 
I  think,  as  commercial  men,  it  should  be  our  aim  and  object 
to  see  that  these  recommendations  are  thoroughly  carried 
out.  1  now  call  on  Mr.  Black  well.  President  of  the  London 
Chamber,  to  move  a  resolution.    (Applause.) 

Mr.  Blackwell :  Mr.  Chairman  and  gentleman,  I  am  asked, 
as  President  of  the  London  Chamber,  to  move  the  first 
resolution  :— ••  That  this  conference,  representing  Chambers 
"  of  Commerce.  Industrial  Associations,  Municipal  Corpora- 
**  tions,  and  Local  Authorities,  expresses  its  regret  that  efifect 
*'  has  not  been  given  to  the  recommendations  of  the  Joint 
••  Select  Committee  on  Municipal  Trading  as  regards 
*'  appointing  independent  professional  Auditors  of  Municipil 
*^  Accounts."  In  doing  so,  I  am  not  going  to  add  many  words 
to  what  Mr.  Schuster  has  said,  but  I  should  like  to  assure 
this  meeting  that  this  is  not  moved  in  a  hostile  spirit.  I  can 
speak  for  myself,  and  I  think  for  the  majority  here,  that  we 
recognise  the  excellent  work  which  has  been  done  by  the 


municipalities  in  all  our  large  towns  and  cities.  We  all  of  us 
recognise  how  much  the  conditions  of  life  have  been  bettered, 
and  altogether  we  are  enjoying  benefits  that  40  years  ago 
we  could  scarcely  have  hoped  for.  But,  notwithstanding 
this,  I  think  as  business  men.  and  as  taxpayers,  we  must 
feel  that  it  is  right  that  that  expsnditure  should  be  accounted 
for  in  a  proper  manner,  and  the  accounts  examined  by 
professional  auditors  who  should  be  able  to  satisfy  those 
who  find  the  money  that  it  has  been  well  spent  in  the  public 
interest ;  and  I  am  quite  sure  that  all  well-managed  munici- 
palities will  recognise  the  justice  of  this  claim,  and  that  they 
will  be  as  ready  to  grant  what  we  ask  as  we  individually 
would  be  in  our  own  business  to  show  that  the  money  we 
raise  and  expend  is  well  expended — that  it  is  expended  in  the 
public  interest  for  the  benefit  of  the  people,  and  I  trust 
and  hope  you  will  be  unanimous  in  passing  this  resolution. 

Mr.  J.  M.  Fells  :  I  think  you  have  honoured  me  by  asking 
me  to  second  this  resolution,  not  only  because  I  am  a  mem- 
ber of  the  London  Chamber  of  Commerce  of  some  twenty 
years'  standmg,  but  also  because  I  was  one  of  the  witnesses 
before  the  Committes  to  which  reference  has  been  made  to- 
day. I  join  with  the  previous  speakers  in  pointing  out  that 
the  recommendations  of  the  Committee  were  evidently 
framed  in  no  hostile  spirit  whatever  to  our  municipalities. 
On  the  contrary,  the  great  merit  of  their  report  seems  to  be 
that  it  is  a  report  to  which  members  who  are  in  favour  of 
municipal  trading  and  members  opposed  to  it  were  equally 
in  favour.  One  has  to  consider  what  it  is  that  keeps  the 
Government  from  acting  upon  the  report  of  the  Committee 
for  so  long  a  time.  I  think  it  must  be  because  sufficient 
pressure  has  not  been  applied  to  the  Government  to  induce 
them  to  carry  it  into  efifect.  After  all,  the  English  people 
are,  presumably,  a  practical  people.  This  question  was 
referred  to  a  Committee  of  seven  Lords  and  seven  members 
of  the  House  of  Commons.  The  members  of  the  House  of 
Commons  were  representative  of  all  shades  and  sections  of 
the  House.  During  the  inquiry  the  Committee  held 
some  II  sittings,  some  4.000  questions  were  asked,  and 
some  29  witnesses  were  examined.  Those  witnesses  were,  to 
a  very  large  extent,  witnesses  of  a  representative  character, 
and  were  not  merely  representative  of  any  particular  school 
of  thought.  It  might  be  well,  perhaps,  to  place  on  record 
who  those  witnesses  were.  They  were  the  Permanent 
Secretary  of  the  Local  Government  Board,  the  Lord 
Advocate,  and  the  Counsel  to  the  Lord  Chairman  of  the 
House  of  Lords  on  Bills.  The  local  authorities  were  repre- 
sented by  the  Town  Clerks  of  Birmingham,  Leeds,  Stockport, 
Blackpool,  Southampton,  and  Warrington,  and  the  Chairman 
of  the  Finance  Committee  of  the  city  of  Glasgow  ;  also  by 
the  Mayor  of  Battersea.  The  Comptrollers  and  Treasurers 
of  the  large  towns  of  Liverpool,  Blackpool,  and  Glasgow 
were  also  witnesses.  The  District  Auditor  of  the  London 
County  Council  was  also  a  witness.  Tha<£4ective  Auditors 
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from  Birmingham  and  Manchester  gave  their  testimony: 
whilst  the  science  of  accountancy  was  represented  by  one 
of  the  Past-Presidents  of  the  Institute  of  Chartered 
Accountants,  by  the  then  President  of  the  Incorporated 
Society  of  Accountants  and  Auditors,  and  by  the  President 
of  the  Municipal  Treasurers'  and  Accountants'  Society. 
Evidence  was  also  given  by  the  President  of  the  Institute  of 
Bankers,  and  by  the  President  of  the  Federation  of 
Engineering  Employers,  whilst  ratepayers'  associations  from 
Glasgow,  Battersea,  and  other  places  were  represented,  and, 
in  addition,  there  were  other  witnesses  from  special 
associations  on  special  subjects.  When  one  considers  that 
these  14  gentlemen,  occupying,  at  any  rate,  a  representative 
capacity,  sat  on  that  Committee  and  heard  that  evidence, 
one  cannot  but  think  that  their  report  and  their  recom- 
mendations are  entitled  to  rather  more  consideration  than 

has  been  given  by ^I  am  almost  afraid  to  say  whom, 

but  I  think  it  must  be  by  the  permanent  officials  of  the 
Government  departments.  At  any  rate,  whatever  the 
difficulty  may  be,  I  take  it  that  this  conference  can  do  a 
great  deal  to  remove  all  such  difficulty,  and  that  the  reso- 
lutions carried  by  so  influential  a  meeting  as  this  will  do 
very  much  towards  bringing  to  fruition  the  work  of  those 
members  of  the  two  Houses  who  gave  so  much  attention  to 
the  subject  three  years  ago,  and  one  of  whom  is  to-day  an 
important  member  of  the  present  Government.  I  have 
much  pleasure  in  seconding  the  resolution. 

The  Chairman  :  I  will  ask  those  gentlemen  who  desire  to 
take  part  in  the  discussion  to  send  up  their  names  along 
with  the  names  of  the  associations  which  they  represent. 

The  Town  Clerk  of  Fulham  (Mr.  Prescott) :  Mr.  Chair- 
man, I  have  given  the  Secretary  notice  of  an  amendment  in 
order  that  the  question  may  be  discussed,  and.  with  your 
permission,  I  will  read  it.  It  is  "  to  delete  the  words  after 
"  the  word  *  regret '  to  the  end  of  the  paragraph,  and  sub- 
'*  stitute  for  them  the  following  words,  *  strong  opinion  that 
"'steps  should  be  taken  to  apply  an  independent  and 
"  '  efficient  audit  of  municipal  accounts.'  "  The  object  of 
the  amendment,  Sir,  is  that  the  conference  may  not  be  bound 
to  an  expression  of  opinion  that  the  proposed  independent 
audit  should  be  on  the  lines  laid  down  by  the  Joint  Select 
Committee.  My  reasons  for  this  are,  briefly,  three,  and  I 
hope  they  will  commend  themselves  to  the  meeting  in  so  far 
that  I  shall  get  a  seconder,  so  that  the  matter  may  be  dis- 
cussed. We  contend  that  the  chief  essentials  of  an  official 
audit  are  wanting  in  the  system  recommended  by  the  Joint 
Select  Committee.  First  of  all,  the  auditor  has  to  be 
appointed  by  the  Council  for  a  term  not  exceeding  five  years. 
He  is  to  be  eligible  for  reappointment,  and  the  fact  that  he 
has  to  seek  re-election  destroys  the  independence  which 
should  be  an  attribute  of  this  particular  office.  That  is  the 
first  reason.  The  second  reason  is  that  his  remuneration 
and  emoluments  are  to  be  voted  by  the  authority  whose 


accounts  he  is  called  upon  to  audit  and  report  upon.  In  my 
opinion,  Sir,  and  in  the  opinion  of  the  authority  I  represent, 
this  fact  must  tend  to  reduce  the  value  of  his  report  in  the 
minds  of  the  ratepayers,  for  it  appears  to  leave  the  auditor 
open  to  influences  adverse  to  a  fearless  discharge  of  his 
duties.  The  third  reason  is  that  the  only  power  given  to  the 
auditor  is  that  of  Report.  We  contend  that  an  efficient  audit 
—that  an  audit  to  be  thorough  and  satisfactory,  should 
go  further.  The  auditor  should  be  able  to  take  effective 
action  against  any  irregularity  or  abuse,  against  any  wrong 
entry  in  the  accounts,  to  deil  with  ratepayers'  objections, 
and  give  decisions,  subject  to  appeal,  in  all  these  cases  with 
a  free  hand,  and  have  the  capacity  to  deal  with  these  matters 
from  an  effectual  and  business  point  of  view.  That  is  to 
say,  he  should  not  be  subordinated  to  any  mere  finance 
committee.  I  venture  to  think,  with  great  respect,  that  it 
is  rather  by  the  adoption  of  the  system  applied  to  the  metro- 
politan boroughs — namely,  the  Local  Government  Board 
audit— it  may  be  strengthened  ;  I  do  not  say  it  is  perfect  by 
any  means,  but  I  think  it  is  on  the  right  lines,  and  that  it  is 
in  that  direction  that  an  independent,  strong,  and  efficient 
audit  can  be  hoped  for.  I  have  worked  in  the  provinces 
under  the  system  of  the  professional  auditor  appointed  by 
the  Corporation,  and  I  am  not  going  to  say  a  word  of  dis- 
paragement against  that  gentleman.  I  have  also  worked  in 
London  under  the  auditor  of  the  Local  Government  Board, 
and  I  have  no  hesitation  whatever  in  pronouncing  in  favour 
of  the  Local  Government  Board  audit,  although  I  think  it 
may  be  improved  and  strengthened.  To  my  knowledge,  and 
I  have  great  pleasure  in  saying  it,  the  system  of  the  Local 
Government  Board  audit  in  London  has  practically 
achieved  the  standardisation  of  municipal  accounts.  It  has 
given  to  us  a  set  of  Profit  and  Loss  Accounts,  of  municipal 
Trading  Accounts,  for  the  metropolis  which  are  as  sound,  as 
complete,  and  as  uniform  as  any  to  be  found  elsewhere ;  and 
when  I  say  that  I  mean  it  in  its  broadest  sense — the  best 
either  in  commercial  or  municipal  circles.  I  have  pleasure 
in  moving  the  amendment  to  the  resolution,  the  object  of  it 
being  that  we  shall  not  bind  ourselves  at  this  moment  as  to 
the  precise  form  in  which  this  audit  shall  be  effected.  (Hear, 
hear.) 

Councillor  A.  E.  Cook  (Islington) :  I  have  much  pleasure 
in  seconding  the  amendment  of  my  friend,  the  Town  Clerk 
of  Fulham,  because  when  I  got  the  circular  I  read  it  through 
very  carefully  and  I  thought  after  reading  it,  and  also  read- 
ing the  recommendation  of  the  Committee,  that  the  resolu- 
tion did  not  mean  quite  what  it  said.  It  appeared  to  me 
that  the  Committee  had  an  object  in  view  which  was  not 
being  expressed  bv  the  resDlution.  The  proposition  of  the 
Town  Clerk  of  Fulham  is  the  one  which,  I  think,  we  want 
to  carry  this  afternoon,  because  it  asks  that  the  audit  shall 
be  an  independent  audit,  and,  at  the  same  time,  an  efficient 

audit.    Now,  I  suggest  that  if  we  folI^w^Uie  lines  of  the 
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recommendation  of  the  Joint  Select  Committee  we  are  not 
going  to  get  that  independent  audit  which  we  wish  for.  I 
look  to  see  who  it  is  that  the  Joint  Select  Committee  recom- 
mend shall  have  the  appointment  of  the  auditor,  and  I  find 
he  is  to  be  appointed  by  the  authority  itself  whose  accounts 
he  is  to  audit.  That  certainly  seems  to  me  to  be  a  weakness 
rather  than  a  strength  in  any  audit.  It  seems  to  me  to  be  a 
contravention  of  terms  to  say  '*  independent "  when  the 
authority  itself  appoints  its  own  auditor,  and  for  that  reason, 
I  have  much  pleasure  in  more  or  less  formally  seconding  the 
amendment. 

Mr.  Ross  (Exeter) :  I  beg  to  support  the  resolution,  Mr. 
Chairman,  because  I  think  no  time  should  be  lost  in  giving 
eflfect  to  the  report  of  the  Joint  Committee.  Perhaps  under 
the  old  regime  it  might  not  have  mattered  very  much  ;  but, 
without  saying  a  word  about  the  pros  and  cons  of  municipal 
trading.  I  contend  that  now  we  have  municipal  trading  it  is 
most  important  that  we  should  have  an  entirely  new  audit. 
And  I  might  be  inclined  to  think  something  more  of  the 
amendment  than  I  do  if  there  were  not  a  line  to  the  effect — 
and  I  think  this  particularly  interests  provincial  towns  and 
cities— that  the  Scotch  system  of  appointing  an  auditor  from 
a  distance  should  be  recommended.  I  think  this  entirely 
removes  the  objection  which  has  just  been  made  by  the 
Town  Clerk  of  Fulham,  because  under  the  present  system  a 
strong  Committee  who  have  got  some  municipal  trading  in 
their  hands,  and  are  anxious,  as  all  Committees  are,  that  it 
should  show  to  the  very  best  advantage,  are  quite  easily  able 
to  arrange  matters  that  it  comes  out  in  such  a  way  that  it 
benefits,  not  only  the  public,  but  themselves.  I  cmnot  find 
the  same  fault  with  the  recommendations  which  have  been 
proposed  by  the  Joint  Committee  as  the  Town  Clerk  of 
Fulham,  because  it  seems  to  me  that  in  the  second  para- 
graph it  is  definitely  set  out  exactly  what  this  audit  should  do, 
and  it  is  particularised  in  a  very  remarkable  way.  And  there 
is  another  paragraph  which  follows  after  that  which  states 
that  the  auditor  shall  be  required  to  give  a  report ;  and  to  the 
minds  of  many  in  the  provinces  I  am  sure  that,  in  addition 
to  the  details  which  have  been  set  forth  here,  the  giving  of  a 
rep3rt  the  same  as  wjuld  ba  given  by  any  independent 
auditor  of  a  commercial  undertaking  is  of  the  most  vital 
importance  to  us  who  are  interested  in  ordinary  municipal 
work.     I  have  great  pleasure  in  supporting  the  resolution. 

Mr.  William  Shepherd  (National  Federation  of  Bailding 
Trade  Employers)  :  As  this  report  of  the  Joint  Committee 
bai  been  discu.ssed  by  the  members  of  our  Feleration 
throughout  the  country,  I  should  deprecate  very  much 
weakening  our  position  in  going  to  the  Government  and 
substituting  something  else  for  what  the  Select  Committee 
has  put  forward  as  their  recommendation,  after  giving  the 
fullest  consideration  to  the  subject  in  question.  I  say  that 
the  present  system  of  local  audit  do3S  not  satisfy  the  rate- 
payers throughoat  the  country.    It  may  satisfy  the  officials, 


but  it  by  no  means  satisfies  the  ratepayers,  and  the  one 
thing  that  recommends  itself  to  the  ratepayers  throughout  the 
country  is  the  substitution  for  the  present  system  of  an 
efficient  audit.  They  do  not  want  any  longer  to  be  subject 
to  a  red-tape  audit.  If  a  member  of  the  Chartered  Accoun- 
tants is  appointed  to  audit,  then  you  may  say  that  he  will 
take  the  responsibility  of  his  own  work,  and  you  will  have 
no  cut-and-dried  system  of  audit,  anyway.  If  you  appoint 
an  auditor  to  audit  the  accounts  of  a  public  company,  if  you 
appoint  a  man  of  position,  you  know  the  responsibility 
which  he  ieels,  and  you  know  what  weight  in  all  proceedings 
the  report  of  a  properly  qualified  auditor,  a  member  of  the 
Society  of  Chartered  Accountants,  has.  For  instance,  in 
all  limited  companies  the  certificate  of  the  auditor,  if 
a  properly  qualified  man,  is  conclusive  against  the 
Crown  in  regard  to  income-tax  ;  and  that  is  the  position 
we  are  in  throughout  the  country.  I  do  not  know  that 
I  need  take  up  more  of  the  time  of  the  meeting,  but 
it  seems  to  me  that  any  departure  from  the  recommenda- 
tions of  this  Joint  Committee  will  give  any  Government 
department  who  has  a  wish  to  shelve  this  question  a  good 
reason  for  doing  it,  and  we  do  not  wish  it  shelved.  I  ask 
you  to  reject  the  amendment,  and  pass  the  resolution. 

Mr.  R.  B.  Millar  (Edinburgh) :  Mr.  Chairman  and  gentle- 
men, I  desire  to  move  a  rider  or  addition  to  the  resolution, 
and  it  contains  two  points  that,  I  think,  the  meeting  will  agree 
with.     One  of  these  is  self-evident.     (Cries  of  "  Chair.") 

The  Chairman :  I  think  we  had  better  deal  with  the 
amendment  first,  before  we  have  an  additional  rider  to  the 
resolution.    The  amendment  is  before  the  meeting. 

Councillor  D.  Williams  (Bermondsey) :  I  support  the 
amendment,  Mr.  Chairman.  I  think  it  is  a  right  thing  to 
have  an  independent  auditor  appointed  officially  by  the 
Government,  or  whoever  it  may  be.  I  do  not  think  it  is 
desirable  for  the  Council  whose  accounts  are  audited  to 
have  the  right  of  appointing  its  own  auditor.  One  would  pull 
one  way  and  one  another  if  that  were  done.  We  want  an 
outsider  to  do  it  independently  of  all  parties  concerned  on  the 
Council.  That  is  the  only  way,  in  my  opinion,  to  make  the 
audit  an  efficient  one.  (Hear,  hear.)  On  my  Council,  where 
this  matter  was  brought  up  and  discussed  the  other  night,  it 
was  unanimously  considered  that  that  was  the  right  thing. 
We  agreed  with  that  entirely.  We  support  the  amendment 
in  preference  to  the  resolution. 

Mr.  Sydney  Morse  (Chairman  of  the  Municipal  Trading 
Committee  of  the  London  Chamber) :  One  word  in  reply  to  the 
amendment  which  has  been  proposed.  The  Town  Clerk  of 
Fulham  suggests  that  the  election  of  the  auditor  destroys  his 
independence.  I  would  point  out  that  all  company  auditors 
are  re-elected,  or  subject  to  re-election  annually,  and  I 
have  never  heard  it  yet  suggested  that  that  destroyed  the 
independence  of  the  auditor.  Secondly,  he  suggested  that 
the  ^ct  that  the  authority  fixed  the  remuneration  wa»  also  r 
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ad  principle  in  the  report  of  the  Joint  Committee,  but  the 
report  of  the  Committee  on  this  point  is  "  in  the  event  of  any 
^'  disagreement  between  the  local  authority  and  the  auditor 
*'  as  to  his  remuneration,  the  Local  Government  Board  should 
*'  have  power  to  determine  the  matter,"  which  I  gather  to 
mean  that  the  remuneration  is  in  effect  left  in  the  hands  of 
the  Local  Government  Board.  That  was  the  second  point 
Mr.  Prescott  made,  and  the  third  was  that  the  Select  Com- 
mittee's report  did  not  go  far  enough.  He  suggested  that 
power  should  be  given  to  the  auditor  to  see  that  his  recom- 
mendations were  carried  out.  Well,  gentlemen,  I  am  afraid 
that  is  absolutely  impracticable.  I  do  not  think  you  will  get 
a  professional  accountant  to  undertake  an  audit  and  make 
recommendations  if  he  is  the  person  to  set  in  motion  and 
carry  out  those  recommendations.  It  might  involve  him  in 
litigation,  and  it  certainly  would  involve  him  in  costs.  I  do 
not  think,  if  I  may  respectfully  say  so  to  the  Town  Clerk,  and 
those  who  have  supported  him,  that  on  consideration  they 
will  feel  it  is  right  to  put  on  the  auditor  the  responsibility  of 
having  to  carry  right  to  the  bitter  end  any  recommendations 
he  thinks  it  well  to  make.  I  think  it  will  act  as  a  deterrent. 
I  hope  we  may  ask  the  meeting  to  look  at  it  in  this  way— all 
matters  at  the  present  day  are,  to  a  large  extent,  matters  of 
compromise.  There  are  always  two  parties.  Each  has  strong 
views,  and  it  is  desirable,  if  we  can,  to  get  a  fair  compromise 
on  most  matters.  We  have  the  great  advantage  here  of 
having  had  the  matter  inquired  into  by  a  Joint  Select  Com- 
mittee, and  they  have  made  certain  recommendations.  No 
doubt  some  of  us  would  have  liked  them  to  have  gone  further, 
and  possibly  others  think  that  in  certain  matters  they  have 
gone  too  far,  but  I  venture  to  think  that  the  businesslike 
way  is  to  take  their  report  as  the  one  before  the  Government, 
and  as  being  considered  by  them,  by  the  appointment  by  Mr. 
Burns  of  a  Committee  on  the  matter,  and  ask  them  to  carry 
it  out.  If  it  is  found  when  they  have  done  so  that  it  is 
desirable  that  the  matter  should  be  carried  still  further,  I 
have  no  doubt  the  Government  will  carefully  consider  any- 
thing in  addition,  but  I  hope  in  the  present  position,  when 
we  have  a  definite  report  with  distinct  recommendations,  we 
shall  be  able  to  send  that  forward,  and  not  something  else 
which,  however  important,  and  as  we  may  think  in  some 
cases  desirable,  is,  after  all,  a  mere  resolution  which  is  on  the 
same  lines  as  the  report,  but  is  not  so  definite  and  cannot  be 
so  easily  dealt  with.  I  hope,  therefore,  that  the  meeting  will 
accept  the  resolution  and  not  the  amendment,  although  not 
showing  any  hostile  spirit  towards  the  mover  and  seconder 
of  the  amendment  in  any  way. 

Mr.  Millar :  What  I  was  going  to  propose  was  objection 
to  two  specific  recommendations,  so  that  if  the  resolution 
was  passed  in  its  entirety  I  felt  I  would  be  precluded  from 
moving  it. 

The  Chairman,  intervening  :  We  will  put  the  amendment 
first,  and  afterwards  deal  with  your  rider. 


Alderman  Bennett  (Warrington) :  I  think  in  one  respect 
there  is  no  difference  of  opinion  among  us,  and  that  is  that 
the  existing  system  of  municipal  audit  is  extremely 
anomalous,  illogical,  and  absurd.  (Hear,  hear.)  I  can 
speak  with  considerable  knowledge,  because  I  had  the 
honour  of  acting  in  my  own  town  as  mayor's  auditor,  and 
generally  my  connection  with  the  Council  has  given  me  an 
insight  into  the  work.  The  real  solution  is  to  apply  the 
principles  which  apply  to  ordinary  limited  companies  and 
municipalities.  The  main  objection  which  seems  to  be 
urged  against  the  proposal  of  the  Select  Committee  is  that 
the  auditor  is  appointed  by  the  Council,  and  they  are 
interested  parties.  If  the  auditor  is  appointed  by  the 
general  body  of  the  ratepayers,  and  the  same  limitation 
imposed  as  to  qualifications — namely,  that  it  be  stipulated 
that  the  auditor  must  be  a  Chartered  Accountant — ^it  seems 
to  me  that  we  should  get  the  maximum  of  efficiency  with 
the  maximum  of  control.  We  want  a  qualified  man 
appointed  free  from  inside  influence  which  might  prevent 
him  from  exercising  his  functions  properly,  and  that  result 
would  be  secured  by  the  suggestion  I  have  made.  Of  course, 
the  elected  auditors  appointed  at  the  present  time  are  often 
quite  incapable  of  performing  their  duties  properly,  and  in 
my  own  town  we  had  a  curious  illustration  of  the  absurdity 
of  the  present  system  only  the  other  day.  I  do  not  know 
whether  it  is  the  same  all  over  the  country;  but  in  my 
town,  although  there  are  two  elective  auditors,  the  rate- 
payer can  only  vote  for  one.  But  there  were  three  candi- 
dates, one  of  whom  was  a  Chartered  Accountant.  That  led 
to  the  splitting  of  votes,  and  the  only  man  supposed  to  be 
competent  for  the  post  was  not  elected.  I  think  that  cannot 
be' defended  on  any  ground  whatever.  I  do  not  want  to 
take  up  the  time  of  the  meeting,  but  I  am  bound  to  say  that 
while,  theoretically,  I  feel  inclined  to  favour  the  Local 
Government  Board  audit,  I  do  not  think  that  in  practice  it 
is  as  satisfactory  as  an  audit  conducted  by  a  professional 
accountant.  There  is  at  present  a  great  deal  of  red  tape 
about  it.  I  think  we  should  have  greater  elasticity  and 
efficiency  if  the  method  I  have  suggested  were  adopted.  I 
shall  support  the  original  proposition. 

The  Chairman  :  There  is  a  great  deal  more  business  in 
front  of  us,  and  unless  any  gentleman  has  a  strong  wish  to 
speak  on  the  amendment  I  will  take  a  vote  on  it. 

The  amendment  was  then  put  to  the  vote  and  negatived, 
only  nine  hands  being  held  up  in  favour  of  it. 

Mr.  Millar  (Edinburgh) :  I  ask  you  to  add  to  the  resolution 
these  words,  **  But  objects  (a)  to  the  selection  of  auditors 
"  being  limited  to  members  of  two  corporations  specified  in 
••  the  said  recommendations,"  namely,  the  Institute  of 
Chartered  Accountants  and  the  Society  of  Accountants  and 
Auditors;  and  it  reads  on  "  (6)  to  the  audit  of  five  large 
*•  Scottish  cities  being  assimilated  to  that  for  the  major  local 
**  authorities  in  England  rather  than  to  the  system  of  audit 
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•*  already  applicable  by  statute  to  other  Scottish  boroughs.*' 
The  practice  in  Scotland  is  that  the  Secretary  for  Scotland 
appoints  the  auditors  of  the  boroughs,  and  if  the  recom- 
mendations are  supported  as  they  stand  it  would  involve  the 
limitation  of  the  selection  of  auditors  of  five  Scottish 
boroughs  to  members  of  the  Institute  of  Chartered  Account- 
ants in  England,  and  to  members  of  the  Society  of 
Accountants  and  Auditors.  It  seems  to  me  that  in  London 
you  welcome  men  from  all  parts  of  the  Empire,  if  duly 
qualified.  The  proposition  of  the  Committee  is  that  the 
municipalities  should  select  duly  qualified  professional  men 
as  auditors,  and  that  there  shall  be  an  imprimatur  given  to 
their  appointment  by  the  Local  Government  Board.  Now 
it  seems  to  me  that  it  would  be  better  to  allow  the  selection 
to  be  firee.  If  an  Irishman  comes  here  duly  qualified  and 
sets  up  business  in  London,  or  in  Liverpool,  or  Swansea, 
or  any  of  those  places  adjacent  to  Ireland,  why  should  not 
any  one  of  the  towns  be  entitled  to  select  him  as  their 
auditor  ?  I  will  not  ask  why,  if  a  Scotchman  comes  to 
London  and  sets  up  business  here,  should  you  not  select 
him  ?    (Laughter.) 

Mr.  James  Martin :  May  I  rise  to  a  point  of  order  ?  I 
have  in  front  of  me  the  recommendations  of  the  Select 
Committee,  and  they  apply  to  England  and  Wales  as  regards 
the  members  of  those  two  Societies.  The  Committee 
recommend  that  *•  The  existing  system  of  audit  applicable 
**  to  Corporations,  County  Councils,  and  Urban  District 
"  Councils  in  England  and  Wales  be  abolished,"  and 
certain  recommendations  are  substituted. 

Mr.  Millar:  The  gentleman  who  has  just  spoken  has 
omitted  to  read  to  the  end  of  the  paper,  because  at  the  foot 
he  will  find  these  words,  "  The  Committee  recommend 
"  that  if  in  the  case  of  Scotland  it  is  thought  desirable  that 
'*  the  existing  statutory  audit  of  accounts  of  County  and 
"  Borongh  Councils  should  be  maintained,  at  any  rate  the 
"  s>'stem  of  audit  for  the  five  large  cities,  which  is  at  present 
**  regulated  by  private  Acts,  should  be  assimilated  to  that 
**  which  is  recommended  for  the  major  local  authorities  in 
'*  England."  I  think  the  meeting  will  be  unanimous  in 
thinking  that  the  five  large  Scottish  towns  should,  at  any 
rate,  be  entitled  to  select  their  auditors  among  their  own 
people,  and  I  think  you  will  agree  it  is  desirable,  in  the 
appointment  of  independent  auditors,  there  should  be  no 
limit  to  any  particular  body  if  other  men  have  equal 
qualifications. 

Mr.  Morse  :  As  we  read  the  words  that  the  gentleman  has 
just  quoted,  "  assimilated  "  does  not  mean  that  the  Scottish 
aocoonts  are  to  be  audited  by  English  accountants,  but  that 
if  a  change  is  made  the  system  suggested  should  be  treated 
on  a  similar  basis  for  the  five  larger  towns.  The  Scotch 
iVccoantants'  Society  is  mentioned  in  the  earlier  portion  of 
the  report  as  a  Society  which  should  be  represented  upon  the 
Departmental  Committee.    It  does  say,  as  regards  England 


and  Wales,  auditors  being  members  of  the  two  Institutes — 
the  Chartered  Accountants  and  the  Incorporated  Society — 
should  be  appointed  for  the  English  boroughs,  and  it  then 
says  *'  assimilated  "  in  Scotland.  And  I  think  if  anything 
is  wanted  we  should  say  that  it  means — and  I  think  the 
gentlemen  from  Scotland  will  feel  that  it  means — that  in 
Scotland  the  Scotch  Society  is  the  Society  from  which  the 
auditors  should  be  appointed. 

Mr.  Millar :  That  does  not  meet  the  main  point — that  is  a 
subsidiary  matter,  and  it  shows  that  it  is  necessary  to  call 
attention  to  the  fact  that  if  we  approve  of  this  recommenda- 
tion as  it  exists,  we  approve  of  something  which,  in  our 
hearts,  we  do  not  agree  with.  I  feel  certain  that  if  we 
consider  the  position  fully,  we  shall  come  to  the  conclusion 
that  it  is  advantageous  to  communities  in  England  and 
Wales  that  they  should  have  the  free  right  of  selection  of 
their  auditors,  and  that  the  selection  should  not  be  con- 
fined to  the  members  of  any  two  Corporations,  and  that  it 
would  be  undesirable  to  introduce  words  of  this  kind  into  an 
Act  of  Parliament.  It  is  nearly  two  hundred  years  ago  now 
since  Scotland  joined  England,  and  it  is  rather  late  in  the 
day  to  begin  to  give  preference  to  England  over  Scotland. 
(Laughter.) 

The  Chairman  :  Have  you  your  amendment  written,  and 
is  there  a  seconder  ?  (Loud  cries  of  '*  No.")  There  appears 
to  be  no  seconder,  and  so  it  falls  to  the  ground,  and  I  will 
put  the  original  resolution. 

The  resolution  was  then  carried  by  an  overwhelming 
majority,  only  three  votes  being  recorded  against  it. 

Mr.  C.  Charleton  (Deputy-Chairman  of  the  Council  of 
the  London  Chamber  of  Commerce) :  Mr.  Chairman  and 
gentlemen,  I  have  been  asked,  as  Deputy-Chairman  of  the 
Council  of  the  London  Chamber,  to  move  the  next  resolu- 
tion, and  I  have  much  pleasure  in  doing  so.  It  is  short  and 
to  the  point,  and  I  rather  imagine  you  will  vote  for  it.  It  is 
to  this  effect:  "That  this  conference  is  convinced  of  the 
' '  desirability  of  securing  as  far  as  possible  the  standardisa- 
'*  of  municipal  accounts  on  business  lines."  I  think  you 
will  agree  with  me  that  the  sting  of  that  is  in  the  tail. 
(Laughter.)  A  hint  has  been  given  to  me  that  one  of  our 
friends  in  the  provinces  proposes  to  move  an  amendment  to 
this  resolution,  which  I  believe  to  be  a  very  excellent 
amendment,  covering  an  immense  amount  of  ground ;  but 
I  think  that  this  resolution  of  ours  covers  more  ground  — 
indeed,  it  is  intended  to  do  so.  I  think  we  are  all  agreed 
that  there  should  be  a  standardisation  of  accounts,  and  I 
think  we  are  all  still  more  agreed  that  this  should  be  upon 
business  lines.  The  principal  points  I  would  bring  before 
you  in  a  very  few  words  indeed  are,  in  the  first  place,  the 
question  of  a  Sinking  Fund ;  in  the  second  place,  and 
perhaps  even  more  important,  the  question  of  depreciation 
— (hear,  hear)— which,  I  venture  to  think,  has  not  been 
adequately  dealt  with  in  all  municipal  ^«6Counts;  i^  the 
Digitized  by ' 


I/flE6Counts;   ia  th 

Google 


314 


THE    ACCOUNTANT 


March  lo,  1906. 


third  place,  that  there  should  be  an  actual  distinction 
between  all  departments  dealt  with,  as  there  is  in  all  well- 
conducted  businesses.  A  man  likes  to  know  whether  he  is 
losing  money  on  one  particular  article  and  making  it  upon 
another.  These  accounts  ought  not  to  be  jumbled  together. 
Further,  in  arriving  at  the  Profit  and  Loss  Account,  all 
these  accounts  should  be  based  upon  income  and  expendi- 
ture, and  not  merely  upon  receipts  and  payments.  (Hear, 
hear.)  With  these  few  words  I  have  pleasure  in  moving 
this  resolution. 

Mr.  Dixon  H.  Davies :  Sir,  as  a  member  of  the  Indus- 
trial Freedom  League,  which  has  given  sonte  attention  to 
this  matter,  I  have  great  pleasure  in  seconding  this  resolu- 
tion. A  point  which  has  appealed  very  strongly  to  us, 
and  which  I  ventured  to  bring  before  the  Joint  Committee, 
is  that  the  municipal  bodies  suffer  a  disadvantage  in 
carrying  on  concerns  as  compared  with  commercial  bodies, 
for  the  reason  that  the  financial  pressure  which  is  always 
present  in  commercial  concerns  gives  an  automatic 
governor  to  the  administration,  and  prevents  it  from  either 
over-trading  or  becoming  restricted  into  a  superseded 
enterprise.  That  pressure  is  not  present,  of  course,  to  the 
same  extent  in  municipal  concerns.  One  knows  that  the 
result  of  th<at  pressure  is  to  introduce  into  the*  managers 
of  commercial  concerns  a  kind  of  intuitive  business  sense. 
They  are  not  so  dependent  on  a  well-trained  business 
manager,  who  has  grown  up  in  the  atmosphere  of  financial 
necessity.  He  is  not  so  dependent  upon  statistics  as  will 
be  the  administration  of  a  municipal  body  ;  but  it  seems  to 
me  it  is  a  vital  necessity  to  a  municipal  body  that  their 
accounts  should  be  kept  in  such  a  form  that  they  will  be 
readily  compared  one  with  another — (hear,  hear) — so  that 
the  statistics  shall  enable  any  officer  of  a  municipality  to 
measure  his  efficiency,  to  measure  the  cost,  and  to  measure 
the  profit  against  the  administration  of  any  other  borough, 
or,  indeed,  any  other  commercial  concern,  as  far  as 
possible.  But  even  if  there  were  exact  standardisation  in 
municipal  accoimts,  there  would  always  be  a  sort  of  arti- 
ficial competition  presenit  among  officers  of  municipalities, 
which  would  replace  to  some  extent  that  commercial  sense 
which  must  be  present  in  commercial  concerns,  and  the 
standardisation  of  forms  of  accounts  should  be  such  as 
would  render  a  similar  system  of  appropriation  imperative. 
One  knows  perfectly  well  that  different  towns  adopt 
different  methods  of  charging  to  one  account  or  the  other 
capital  outlay  which  they  made.  For  instance,  street  widen- 
ings  are  in  one  town  placed  down  to  General  Improvement 
Account,  and  in  another  they  are  placed  to  Tramway 
Account ;  and  other  circumstances  of  vital  difference  occur 
in  the  methods  of  keeping  these  accounts  which  render  the 
accounts  at  present  kept,  to  the  investigation  of  the 
ordinary  economist,  really  valueless  from  the  point  of 
view  of  comparing  the  efficiency,  the  cost,  or  the  profit. 
I  have  much  pleasure  in  seconding  the  resolution. 


The  Chairman :  I  will  be  glad  if  the  gentleman  who  is 
here  to  move  the  amendment  will  do  so. 

Mr.  H.  D.  Leather  (Cleckheaton) :  Mr.  Chairman  and 
gentlemen,  may  I  say  at  the  outset  that  this  amendment  is 
not  moved  in  any  antagonistic  spirit  to  those  who  con- 
vened this  meeting ;  but  the  object  of  the  amendment  is, 
if  I  may  venture  to  say  so,  to  somewhat  amplify,  and  place 
on  somewhat  more  definite  lines,  the  resolution  brought 
forward  by  the  Conmiittee,  and  if  the  Committee  will 
accept  this  amendment  it  may  save  the  time  of  the  gentle- 
men who  are  present  to-day.  A  second  circular  has  been 
sent  out  that  contains  this  amendment.  It  is  as  follows  :— 
"That  this  conference  is  convinced  of  the  desirability  of 
''securing  the  standardisation  of  the  accounts  of  the 
''municipalities  and  local  authorities,  and  zecommends 
''that  so  far  as  practicable  such  accounts  be  kept  on  the 
"  basis  of  income  and  expenditure  and  not  on  the  basis  of 
"receipts  and  payments,  as  is  at  present  often  the  case, 
''  and  also  that  Trading  and  Profit  and  Loss  Accounts  be 
"prepared  yearly  of  the  various  commercial  undertakings 
"of  such  authorities." 

The  Chairman:  The  mover  of  the  resolution  does  not 
see  his  way  to  acoept  the  amendment,  on  this  ground :  He 
informs  me  that  be  thoroughly  approves  of  the  spirit  of  the 
amendment,  but  he  thinks  it  is  unwise  to  enter  into  details 
at  all,  because,  once  you  begin  to  go  into  details,  you  will 
have  to  specify  and  amplify.  The  mover  and  seconder  of 
the  resolution  are  of  opinion  that  the  resolution  covers  the 
ground  which  the  amendment  tries  to  deal  with. 

Mr.  Leather :  Mr.  Chairman,  our  feeling  is  that  the 
words  "on  business  lines  "  are  so  very  wide-reaching  that 
it  is  very  difficult  to  follow  the  matter.  Might  I  say  that 
this  point  applies  more  particularly  to  the  accounts  of 
small  local  authorities,  rather  than  large  municipalities 
which  have  already  adopted  a  basis  of  income  and 
expenditure.  It  is  exceedingly  important,  so  far  as  local 
authorities  are  concerned,  that  this  basis  of  income  and 
expenditure  should  be  adopted,  and  we  think  that  is  a 
point  that  should  be  brought  before  the  meeting  this  after- 
noon. Is  it  necessary  for  me  to  explain  to  a  meeting  of 
business  gentlemen  here  to-day  that  practically  every  com- 
mercial undertaking  has  now  adopted  a  system  of  working 
on  income  and  expenditure  and  not  on  receipts  and  pay- 
ments— a  system  which  has  been  adopted  by  all  tiie  large 
municipal  authorities  and  also  by  the  County  Councils? 
Well,  it  is  a  system  that,  I  think,  will  commend  itself  to 
all  present;  and  with  regard  to  the  method  of  Trading 
and  Profit  and  Loss  Accounts,  I  think  that,  as  business 
men,  it  will  commend  itseilf  to  you  all.  I  do  not  think  it  is 
necessary  for  me  to  press  the  point  further.  I  think  it 
speaks  for  itself.  Alderman  Wade,  of  the  Bradford 
Council,  has  kindly  promised  to  second  this  amendment. 


Alderman   David   Wade,   J.P. 


(Bradfofd    Chamber    of 
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Commerce) :  I  ha^e  very  much  pleasure  in  seconding  the 
amendment,  although  at  the  same  time  I  think  it  is  on  all- 
fonrs  with  No.  2  resolution.  (Laughter.)  It  may  go  a 
little  further,  and  I  think  that  eveiyone  recognises  that 
what  we  want  is  a  thorough  audit  of  all  Municipal 
Accounts  on  business  lines.  I  do  not  know  that  it  is  neces- 
sary to  say  more,  but  simply  to  second  the  amendment 
moved  by  Mr.  Leather.     (Cries  of  "Vote.") 

Mr.  Charleton ;  I  notice  that  the  words  of  our  resolu- 
tion are  ''the  standardisation  of  Municipal  Accounts."  We 
intend  to  include  all  accounts  of  local  authorities ;  but 
if  it  would  meet  the  wishes  of  the  proposer  and  seconder 
oi  the  amendment  that  we  should  add  the  words 
"municipal  and  other  local"  accounts,  we  shall  be  very 
pleased  to  put  those  words  in.  We  wish  to  add  all  local 
authorities.     (Cries  of  "All.") 

Mr.  Millar :  Mr.  Chairman,  I  should  like  to  say  a  word 
in  support  of  this  resolution.    (Cries  of  "Agreed.")     I  do 
not  think  it  would  be  fit  that  this  meeting  should  adopt 
this   resolution   on   the   footing   that   the   amendment   is 
equivalent  to  the  motion,  because  in  Scotland  we  have 
this  system  of  standardised  accounts  and  we  have  a  mixed 
system.     I  think  it  would  be  interesting  in  connection  with 
a  point  oi  this  kind  just  to  say  a  word  upon  this  subject, 
because  it  greatly  supports  this  resolution.    It  would  even 
support  the  resolution  without  the  words  "on  business 
lines,"    because   I   think    it    may    be    assumed   that    in 
standardising  accounts  all  the  officiails  engaged  in  such 
matters    would   prooeed    on    business    lines.      Now,    the 
accounts  of  municipalities  and  local  authorities  in  Scot- 
land are  kept,  in  so  far  as  they  are  assessment  accounts, 
on  the   basis  of  receipts  and  payments,   and  after  long 
experittioe  I  havie  come  to  the  conclusion  that  that  method 
is  the  right  method  applicable  to  assessment  accounts.    If 
you  levy  a  rate  for  a  year  the  understanding  is  that  the  rate 
is  to  be  applied  within  the  year,  and  when  you  come  to 
le^'  your  rate  for  next  year,  if  you  find  that  you  have  spent 
less  than  the  rate,  then  you  have  a  surplus  over  which  will 
be  to  the  advantage  of  the  estimate  which  you  prepare  for 
the  next  year.    If  you  find  you  have  spent  more  than  your 
rate,  yon  must  add  to  the  estimate  for  next  year.     (Cries 
of  'Vote.")    As  to  accounts  which  have  been  described  in 
the  resolution  as  accounts  of  commercial  undertakings,  and 
as  accounts  where  Trading  and  Profit  and  Loss  Accounts 
axe  applicable,  we  call  these  revenue-producing  under- 
takings and  Revenue  and  Expenditure  Accoimts.    We  do 
XK4    say     "Profit    and    Loss    Accounts,"    because,     as 
municipalities,  we  do  not  conduct  business  for  profit.    We 
t^e  on  the  tramways,  gas  works,  electricity  works,  and 
vorks  of  that  kind  for  other  reasons  than  mere  profit. 
be<.ause  tbey  affect  the  use  of  our  streets,  and  so  on,  it  is 
desiraibiie  we  should  take  them  on.    ("Vote.")    As  regards 
these  TOTenue-producing  undertakings,   according  to  the 


Scotch  form,  those  accounts  are  kept  on  a  revenue  and 
expenditure  basis.  The  best  example  of  it  is  that  in  the 
case  of  the  Gds  Works  Act  of  187 1  you  find  that  what  has 
existed  ever  since  then  is  the  standard  form  for  Gas 
Acccmnts— the  Scotch  form  of  Municipal  Accounts. 

The  Chairman :  I  really  must  ask  this  speaker  to  speak 
to  the  point.  You  have  now  occupied  six  minutes,  and 
are  beginning  to  talk  about  Scotch  accounts.  I  am  afraid 
it  is  not  quite  within  the  province  of  the  resolution.  The 
question  is  whether  "the  standardisation  cA  municipal 
accounts  on  business  lines  "  is  desirable  or  not. 

Councillor  L.  S.  Abrabamson  (Chairman  of  the  Finance 
Committee  of  the  Newport  Corporation) :  Mr.  Chairman, 
may  I  just  ask  one  question  ?  What  I  want  to  know  is  this  ; 
will  the  mover  of  the  resolution,  if  he  cares  to  do  so,  tell  us 
what  he  means  by  "on  business  lines  "  ?  I  think  then  we 
can  come  to  a  conclusion  very  quickly — if  it  is  not  too  big 
a  question  to  answer  in  a  short  time.  What  one  Committee 
would  consider  business  lipes  another  Committee  might  have 
different  views  upon  ;  but  I  think  that,  if  he  gave  us  a  lead, 
we  might  be  able  to  come  to  some  conclusion. 

Councillor  A.  £.  Cook  (Islington) :  This  is  the  second 
time  I  have  spoken,  but  I  am  not  a  Scotchman  and  I  want 
to  confine  the  resolution  to  England  and  Wales,  in 
accordance  with  the  Joint  Committee's  report.  But  I  think 
it  is  very  essential  that  at  this  conference  we  should  lay 
down  something  of  the  lines  we  want  to  go  upon  in  these 
accounts.  When  I  received  this  agenda  it  struck  me  as 
being  exceedingly  vague  to  suggest  that  we  should  ask  the 
Joint  Committee  to  carry  out  their  instructions  on  business 
lines.  That  may  be  anything  or  nothing ;  it  may  be  some- 
thing absolutely  contrary  to  what  the  majority  of  us  here 
think.  But  may  I  call  the  attention  of  the  meeting  to  what 
is  already  in  existence  at  the  present  time  ?  In  January  a 
Departmental  Committee  was  appointed  with  Mr.  Runciman 
as  chairman,  and  they  had  a  specific  reference  made 
to  them  on  the  lines  that  these  accounts  should 
be  kept;  and,  in  particular,  whether  such  accounts 
should  be  prepared  on  a  system  requiring  the  entries  of 
receipts  and  payments  to  be  confined,  as  far  as  [>ossible,  to 
actual  receipts  and  payments  of  money  or  not.  Now  we 
are  all  agreed,  I  think,  that  those  are  the  lines  we  want  to 
go  on.  Then  why,  this  afternoon,  should  we  be  afraid  to 
say  so  ?  If  we  support  the  amendment — if  the  mover  and 
seconder  of  the  original  resolution  will  not  accept  it — I 
believe  we  shall  be  saying  exactly  what  we  want,  and  I  am 
most  anxious  that  we  should  say  what  we  want,  because  I 
come  from  a  borough  where  we  have  a  very  large  under- 
taking with  a  capital  of  over  ;^40o,ooo,  and  where  until 
recently  we  had  little  or  no  Depreciation  Account.  I  am 
extremely  anxious  that  we  should  lay  down  the  lines  to  save 

ourselves  in  one  or  two  instances.    I  ha.vi^efe^L-^i\isy> 
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instance  in  a  London  borough — and  I  suppo;^  it  would, 
be  possible  in  all  Ix)ndon  boroughs,  and  perhaps  country  as 
well — where  they  have  left  out  their  town  hall  in  con- 
nection with  their  accounts.  In  other  words,  their  town  hall 
may  be  pledged  and,  as  regards  the  audit,  no  one  would  be 
any  the  wiser  for  it.  Now,  I  do  say  we  should  be  wise  this 
afternoon — if  we  were  to  agree  that  the  accounts  should  be 
kept  on  the  basis  of  income  and  expenditure — in  saying  so, 
and  I  would  suggest  to  the  mover  and  seconder  of  the  resolu- 
tion that  they  allow  this  amendment  to  be  put  as  an 
addendum  rather  than  reject  it  as  they  wish  us  to  do.  I 
support  the  amendment. 

Mr.  Fells :  I  would  ask  the  mover  and  seconder  of  the 
amendment  whether  they  had  in  their  minds  recommenda- 
tion No.  9  of  the  Joint  Committee :  *' The  Committee  are 
"doubtful  whether  it  would  be  possible  to  prescribe  a 
'*  standard  form  of  keeping  accounts  for  all  municipal  or 
"  other  local  authorities,  having  regard  to  the  varying 
**  conditions  existing  in  different  districts.  But  they  recom- 
"  mend  that  the  Local  Government  Departments  should 
''  invite  the  Institute  of  Chartered  Accountants,  the  Incor- 
"porated  Society  of  Accountants  and  Auditors,  and  the 
"  Institute  of  Municipal  Treasurers  and  Accountants  of 
'*  England  and  Wales,  and  the  Society  of  Accountants  in 
"  Edinburgh,  and  the  Scottish  Institute  of  Accountants, 
(•  Glasgow,  to  confer  and  report  upon  the  matter." 

The  Chairman :  May  I  point  out  that  this  is  a  matter 
which  is  going  to  be  dealt  with  in  the  next  resolution  on  the 
agenda — No*  3  ? 

Alderman  E.  C.  Price  (Stoke  Newington) :  I  hope  the 
mover  and  seconder  of  the  resolution  will  adopt  some  part 
of  the  amendment,  at  any  rate.  What  difficulty  is  there  in 
adding  to  the  resolution  some  indication  of  the  lines,  as  my 
friend  Mr.  Councillor  Cook  has  suggested,  upon  which  we 
should  proceed  ?  And  we  are  in  this  practical  difficulty,  that 
if  we  reject  this  amendment — if  we  allow  it  to  be  put  as  an 
amendment  and  reject  it — it  will  go  out  that  we  do  not  intend 
that  the  accounts  of  municipalities  in  future  shall  be  on  the 
lines  of  income  and  expenditure.  That  is  exactly  what  I 
think  no  one  would  wish  to  do.  We  do  mean  that  our 
accounts  shall  record  all  the  transactions  of  the  period  under 
review,  whether  they  have  actually  been  paid  or  not ;  and  I 
see  no  reason  why  we  should  not  do  it.  Why  cannot  the 
mover  frame  his  motion  something  in  this  form,  **  on 
"  business  lines,  including  all  income  and  expenditure  for  the 
**  period  under  review  and  proper  provision  for  sinking 
••  hind." 

Alderman  Brady  (Barnsley)  :  While  the  authorities  I 
represent  are  practically  in  agreement  with  the  amendment, 
I  think  it  is  scarcely  sufficiently  explicit  in  itself;  and  it 
might  be  very  much  amended  as  well,  in  my  opinion,  by 


adding  a  word  or  words,  as  by  a  considerable  reduction  in  the 
verbiage  itself.  It  seems  to  me  that  a  very  strong  opinion 
has  been  expressed  in  favour  of  the  amendment,  and  it 
occurs  to  me  that  if  the  mover  of  it  will  accept  wording  of 
this  character  it  might  meet  the  difficulty  and  we  might  be 
able  to  agree  upon  it.  It  is  substantally  the  same  resolution, 
but  just  a  little  bit  altered  :  "  That  this  conference  is 
"  convinced  of  the  desirability  of  securing  as  far  as  possible 
'*  the  standardisation  of  accounts  of  municipal  and  local 
'*  authorities,  and  recommends  that  such  accounts  be  kept 
"on  the  basis  of  income  and  expenditure,  and  also  that 
*'  Trading  and  Profit  and  Loss  Accounts  of  the  various  oom- 
"  mercial  undertakings  of  such  authorities  be  annually 
"  prepared." 

Mr.  N.  L.  Cohen  :  I  hope,  Sir,  that  the  first  suggestion 
that  the  reading  should  be  '*  accounts  of  municipalities  and 
other  local  authorities,"  will  be  adopted,  because  we 
certainly  do  not  want  to  leave  out  the  district  councils.  I 
think  the  last  speaker  gave  an  illustration  of  the  inconveni- 
ence of  such  a  definition  as  was  contemplated.  He  said 
"  We  all  mean  that  the  test  should  be  income  and  expendi- 
ture," at  least,  so  I  understood  him.  But  a  moment's 
reflection  will  satisfy  him  that  that  will  be  altogether 
illusory.  You  would  leave  out  all  your  liabilities.  (Cries 
of  •*  No.")  •'  Income  and  expenditure  "  expresses  business 
lines,  which  I  take  to  be  lines  which  would  show  in  a  con«ct 
and  practical  way  what  was  the  outcome — the  upshot 
—of  the  transactions  of  the  year  and  the  accounts  through- 
out the  year.  It  seems  to  me  that  the  expression  '*  business 
lines"  is  well  understood,  and  it  is  the  most  definite 
instruction  we  can  give. 

Mr.  Millar :  I  should  say,  Mr.  Chairman,  that  the  Scotch 
standard— (laughter)— does  contain  a  statement  of  assets  and 
liabilities,  so  that  it  is  just  as  complete,  with  the  receipts 
and  payments  and  a  statement  of  what  is  owing  to  you,  as  if 
you  had  it  in  the  form  of  a  Revenue  Account.  We  have  a 
Revenue  and  Expenditure  Account  for  those  undertakings 
where  it  is  necessary.  We  have  Receipts  and  Payments 
Accounts  for  the  Assessment  Accounts,  and  I  hold,  with  the 
trouble  that  there  is  in  keeping  these  accounts,  that  that  is 
the  simplest  and  best  way  to  do  it ;  and  therefore  I  ask  you 
to  take  the  resolution  as  it  stands.  If  you  leave  out  "  on 
business  lines  "  so  much  the  better.    ("  Vote.") 

Mr.  Leather :  May  I  trespass  upon  you  for  one  moment  ? 
as  the  great  object  of  this  resolution  is  only  to  emphasise  and 
give  an  answer  to  a  question  of  the  Departmental  Com- 
mittee, and  that  is  to  define  the  diff^ence  between  income 
and  expenditure  and  receipts  and  payments.  It  is  possible 
for  the  Local  Government  Board  officials  to  argue  that  the 
accounts  are  kept  on  business  lines.  We  shall  not  agree 
with  that,  but  they  might  argue  it.    I  do  not  want  to  take 
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Up  time,  but  if  we  can  meet  the  views  of  the  mover  of  the 
resolution  we  shall  be  glad  to  do  so. 

Mr.  C.  L.  Duke  (Plymouth):  I  suggest  that  we  should 
alter  both  the  resolution  and  the  amendment. 

The  Chairman  :  On  behalf  of  the  mover  of  the  resolution 
I  have  the  following  suggestion  to  make — that  adopting  part 
of  the  amendment  the  resolution  shall  read  as  follows :  "That 
"  this  conference  is  convinced  of  the  desirability  of  securing, 
"  as  far  as  possible,  the  standardisation  of  municipal  and 
' '  local  accounts  on  business  lines,  and  recommends  that  so 
"far  as  practicable  such  accounts  be  kept  on  the  basis  of 
"  income  and  expenditure,  and  also  that  Trading  and  Profit 
••  and  Loss  Accounts  be  prepared  yearly  of  the  various  com- 
"mercial  undertakings  of  such  authorities."  (Cries  of 
"Agreed.") 

Mr.  Leather:  I  will  be  pleased  to  fall  in  with  that 
suggestion. 

Mr.  Dake  :  I  was  going  to  suggest  that  it  would  be  quite 
correct  to  say  "  standardisation  of  accounts  of  local  author- 
ities." That  would  include  all  municipal  and  district 
councils ;  and  "  business  lines  "  should  be  left  out.  Some  of 
us  who  are  municipal  workers  claim  that  our  accounts  are 
at  present  kept  on  business  lines,  and  that  it  is  a  reflection 
on  municipal  business  men. 

The  Chairman  :  Do  you  move  that  those  words  be  omitted 
— "on  business  lines  "  ?  Then  I  will  now  take  the  vote  of 
the  meeting  on  the  question. 

Mr.  Duke :  I  will  move  that  the  words  "  on  business 
lines ' '  be  omitted. 

Mr.  F.  Coysh  (United  Kingdom  Commercial  Travellers' 
Association) :  I  have  much  pleasure  in  seconding  that. 

The  proposition  to  omit  the  words  "  on  business  lines  " 
from  the  resolution,  upon  being  put,  was  negatived  by 
40  votes  to  17,  and  the  resolution  as  altered  was  declared 
carried  unanimously. 

The  Chairman :  We  now  come  to  Resolution  No.  3. 

Mr.  Fisher  :  As  a  member  of  the  Council  of  the  London 
Chamber  I  have  the  pleasure  to  move  this  resolution : — 
"  That  this  conference,  while  welcoming  the  Departmental 
"Committee  recently  appointed  to  inquire  and  report  with 
"  regard  to  '  the  systems  on  which  the  accounts  of  local 
"  aathorities  in  England  and  Wales,  &c.,'  should  be  kept,  is 
"of  opinion  that  it  should  be  strengthened  by  the  addition 
"of  independent  members  connected  with  practising 
"accountancy,  having  regard  to  the  recommendations  of 
*'  the  Joint  Select  Committee  on  Municipal  Trading."  We 
haFe  already,  in  Resolution  No.  i,  agreed  as  regards  appoint- 
11^  independent  professional  auditors,  and  I  think  that  when 
we  come  to  look  at  the  composition  of  this  Joint  Select 


'  Committee  that  has  been  appointed,  we  shall  see  that  we 
I  very  much  require  our  hands  strengthened  there.  The 
Committee  consists  at  present  of  Mr.  Walter  Runciman, 
M.P.,  Parliamentary  Secretary  to  the  Local  Government 
Board  :  Mr.  J.  Bromley,  C.B.,  Accountant-General  to  the 
Board  of  Education;  Mr.  T.  Pitts,  C.B.,  Assistant- 
Secretary  of  the  Local  Government  Board,  who  was  in 
charge  of  the  department  in  which  matters  of  account 
were  dealt  with ;  Mr.  E.  P.  Burd,  Inspector  of  Audit  to 
the  Local  Government  Board,  who  was  also  associated  with 
the  department  whose  action  has  been  called  in  question ; 
Mr.  J.  Gane,  President  of  the  Institute  of  Chartered 
Accountants;  Mr.  F.  Merrifield,  Clerk  of  the  County 
Councils  of  East  and  West  Sussex :  Mr.  R.  Barrow,  City 
Comptroller  of  Liverpool ;  and  Mr.  J.  J,  Burnley,  Accoun- 
tant of  the  Walmsley  District  Council.  There,  gentlemen, 
we  have  eight  names,  and  seven  out  of  those  eight  are 
absolutely  connected  with  our  Government  officials ; 
and  you  have  only  one  gentleman  there — certainly  he 
is  a  gentleman  who  carries  great  weight,  and  that  is 
Mr.  Gane,  who  is  President  of  the  Institute  of  Chartered 
Accountants,  and,  therefore,  comes  under  the  head  of  an 
independent  accountant.  I  do  not  think  that  any  words  are 
required. for  me  to  show  you  that  this  Committee  ought  to 
be  materially  strengthened  in  the  matter  of  a  professional 
audit.    I  leave  the  resolution  in  your  hands. 

Mr.  C.  Hewetson  Nelson  (Liverpool) :  Mr.  Chairman  and 
gentlemen,  I  have  very  much  pleasure,  on  behalf  of  the 
Liverpool  Chamber  of  Commerce,  in  seconding  this  resolu- 
tion. I  should  like  to  have  said  something  on  it,  but  I  am 
sure  the  meeting  is  already  tired,  and  I  will  therefore 
content  myself  by  seconding  the  resolution.  (Cries  of 
"Agreed.") 

Councillor  F.  E.  Eddis  (Bermondsey) :  I  will  not  detain 
the  meeting  at  all,  but  I  thought  we  came  here  to  consider 
these  questions.  It  is  rather  annoying,  we  only  just  have 
one  speaker,  and  then  we  have  several  gentlemen  saying  it 
is  agreed.  There  are  a  great  many  points  we  want  to 
discuss ;  but  I  do  not  want  to  be  talked  down  and  howled 
down  in  London,  and  therefore  I  will  not  discuss  the 
matter. 

The  Chairman :  I  am  sure  it  is  quite  open  to  anyone  to 
talk  within  reasonable  limits.  I  do  not  agree  with  the  remarks 
of  the  previous  speaker  that  we  are  tired.  I  do  not  think 
the  meeting  is  at  all  tired.  I  shall  be  glad  if  the  discussion 
is  continued  within  reasonable  limits;  and  I  am  sure  we 
shall  be  very  glad  to  hear  opinions  expressed  on  this 
resolution.     (Hear,  hear.) 

Councillor  Eddis :  Then  I  should  Hke  to  say  a  few  words. 
We  are  inclined  to  attach  great  importance  to  this  resolt 
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tion.  It  seems  to  me  that  we  are  dealing  very  much  this 
evening  with  the  auditor  ^t/a  auditor,  and  not  with  the  audit  ^wa 
audit,  and  what  I  do  feel  is,  that  if  you  have  practical  men 
who  are  not  bound  down  by  the  Departmental  rules,  we  can 
then  get  the  whole  question  looked  upon  from  a  much 
broader  view.  I  think  myself  that  what  we  have  to  think  of  is 
not  only  that  an  auditor  is  wanted  of  a  certain  kind,  but  that 
the  whole  system  of  audit  should  be  changed :  which  will 
require  legislation,  and  I  have  found,  as  a  matter  of  fact, 
that  Departmental  Committees  are  not  the  best  of  com- 
mittees for  deciding  on  any  change  of  legislation,  because 
they  want  practical  men  who  are  brought  in  connection  with 
the  whole  question,  and  can  see  where  the  errors  lie.  Now, 
Sir,  the  great  point— and  we  find  this  very  much  in 
Bermondsey— the  great  difficulty  we  have  in  really  knowing 
in  the  least  whether  any  undertaking  is  paying  or  approach- 
ing paying  is  this  everlasting  putting  accounts  in  from 
one  department  to  another,  and  transferring  accounts  for 
the  purpose  of  making  it  look  well  on  paper.  There- 
fore, I  do  feel  that  what  we  require  is  some  change  in 
the  system  of  auditing ;  and  it  seems  to  me  that  if  we 
only  trust  ourselves  to  a  Departmental  Committee  we 
shall  not  get  that  change ;  but  if  we  have  practical  business 
men,  and  not  merely  professional  accountants  co-operating 
with  this  Committee,  and  showing  them  how  the  accounts 
may  be  kept  in  a  fair  way,  the  ratepayers  will  get  the 
benefit. 

Mr.  Ross  (Exeter) :  I  rise  entirely  without  prejudice,  but 
I  would  ask  the  meeting  to  consider  the  advisability  of  not 
increasing  this  Committee  and  making  it  too  cumbersome, 
because  besides  the  Departmental  gentlemen  upon  it  I 
notice  the  name  of  the  President  of  the  Institute  of  Char- 
tered Accountants,  and  also  the  name  of  Mr.  Merrifield, 
the  Clerk  to  the  East  and  West  Sussex  County  Councils, 
who,  I  believe,  is  one  of  the  oldest  and  most  experienced 
clerks  we  have  in  the  Kingdom.  It  seems  to  me  that  with 
such  ability  it  is  hardly  necessary  to  increase  a  Committee 
of  this  character.  I  should  think  the  fewer  the  better.  I 
simply  put  that  before  the  meeting  as  to  whether  it  is 
really  advisable  to  make  any  change  at  all. 

Mr.  Morse :  Sir,  on  the  remark  of  the  last  speaker,  the 
real  point  is  that  eight  out  of  nine  are  local  government 
officials  or  municipal  officials.  I  do  not  say  anything 
whatever  against  them  personally,  except  that  they  are  not 
the  independent  persons  recommended  by  the  Joint  Select 
Committee  ;  and  the  object  of  the  resolution  is  to  say  that 
a  report  of  a  committee  of  officials  is  not  the  report  that  the 
Joint  Committee  recommends. 

The  Chairman  :  I  do  not  wish  to  stifle  discussion,  but 
as  theore  appears  to  be  no  other  speaker  ready  to  take  the 
subject  up  I  will  put  the  resolution  to  the  meeting.  I  do 
hf)pe  we  shall  carry  it  unanimously. 


The  resolution  was  carried  unanimously. 

Mr.  Boulton :  The  resolution  I  have  to  put  is  merely  a 
summary  of  the  opinions  we  have  already  arrived  at,  and 
does  not  require  a  speech.  It  is  merely  to  give  effect  to 
what  we  have  been  doing  this  afternoon.  The  resolution  is 
"That  a  deputation  from  this  conference  wait  upon  the 
"President  of  the  Local  Government  Board  to  urge  upon 
"him  the  necessity  for  giving  effect  to  the  recommenda- 
"tions  of  this  conference."  I  have  nothing  more  to  say, 
except  to  propose  this,  and  I  have  no  doubt  you  will  pass 
it  unanimously. 

Mr.  Hooper :  I  have  much  pleasure  in  formally  second- 
ing the  resolution. 

Councillor  Cook :  I  wish  to  move  an  addendum  to  this, 
which  will  perhaps  be  accepted.    Of  course.  I  quite  agree 
that    the   object    of    this    conference    has    been    to    give 
guidance  to  those  who  are  going  to  represent  this  confer- 
ence at  the  Local  Government  Board.    There  is  one  other 
point  which  has  not  been  raised  at  all  at  this  conference, 
and  which,  to  my  mdnd,  bears  very  largely  on  municipal 
accounts,  and  which  ought,  I  think,  to  be  considered  for 
a  moment.     Therefore  I  wish  to  add  this  to  your  resolu- 
tion :  "  and  also  to  urge  that  auditors  shall  be  appointed  in 
sufficient  numbers  in  order  to  facilitate  the  audit."     Of 
course,  I  am  quite  aware  that  by  No.  i  resolution  we  have 
practically    said   that   every    local    authority    shall    have 
power  to  appoint  its  own  auditor ;  but  it  might  so  happen 
that    many    local    authorities    might    appoint    the    same 
auditor,  and  then  perhaps  we  might  be  in  somewhat  the 
same  position  that  some  Ix^ndon  boroughs  are  in  at  the 
I  present  time.     Now,  as  a  matter  of  fact,  at  March   1905 
I  there  were  no  less  than  two  London  boroughs  that  had  not 
'  had  their  accounts  audited  for  the  year  ending  March  1904. 
I  (Laughter.)    That  sounds  laughable  to  some  of  my  friends, 
I  but  it  is  not  so  laughable  when  one  has  to  consider  what 
it  means ;   because  if  it  were  the  question  of  a  business 
I  house  it  means  that  it  would  be  stultifying  the  accounts  of 
j  the  business  house  until  such  time  as  they  were  efficiently 
audited.     And  I  am  most  anxious  that  there  should  be 
some  method  adopted  by  which  the  accounts  should  be  con- 
j  siderably  facilitated  in  their  audit ;  and  perhaps  when  this 
1  deputation  goes  from  this  conference  to  the  President  of 
!  the  Local  Government  Board,  in  addition  to  urging  the 
:  resolutions  passed  at  this  conference,  they  might  specific- 
I  ally  mention  what  I  have  said  in  my  addendum.    Perhaps 
I  if  it  is  accepted  I  will  not  occupy  the  time  of  the  meeting 
•  any  longer ;  but,  at  any  rate,  I  think  the  audit  should  not 
be  a  year  or  eighteen  months  behind. 

Mr.  Boulton :  I  have  great  pleasure  in  seconding  that,  or 
in  agreeing  to  it  as  the  mover  of  the  resolution.  It  is  rather 
difficult  to  suggest  the  exact  wording,  is  it  not  ? 

Councillor  Cook  :  Simply  tPjif^Jf^y  (n^^lso  to  urge  that 
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"auditors  shall  be  appointed  in  sufficient  numbers  to 
"facilitate  the  audit." 

Mr.  Boulton  :  You  must  add  the  words,  **  within  a  reason- 
able time."    (A  voice,  ♦•  Promptly.*') 

Councillor  Cook :  Very  well.  May  we  add  those  words, 
Mr.  Chairman  ? 

Mr.  Martin :  Mr.  Chairman,  I  really  think  this  is  a  matter 
we  had  better  leave  alone.  The  observations  of  our  friend 
from  Islington  are  directed  as  a  criticism  against  the  existing 
system  of  Local  Government  Board  audit  in  London. 
These  accounts,  as  lie  points  out,  for  1903,  which  have  not 
yet  been  audited,  are  accounts  which  the  Local  Government 
Board  auditor  should  have  audited.  By  this  resolution 
which  we  are  passing  to-day  we  propose  to  get  rid  of  all 
these  existing  systems  of  audit,  and  what  on  earth  is  the  good 
of  trying  to  tinker  with  them  ? 

The  Chairman  :  If  I  might  venture  lo  make  a  suggestion 
1  should  like  to  ask  the  pro[>oser  of  this  to  make  it  an 
iDstruction  to  the  deputation  to  urge  its  adoption,  and  not 
have  it  as  part  of  the  resolution.  I  think  it  would  rather 
destroy  the  weight  of  the  other  remarks  which  we  have  to 
make  if,  in  this  final  resolution  especially,  weight  is  attached 
to  this  particular  point.  But  I  am  sure  that  those  who 
attend  the  deputation  will  bear  the  point  in  mind,  because 
it  is  of  importance ;  and  I  was  going  to  ask  gentlemen  here 
present  if  they  will  be  kind  enough — those  who  are  desirous 
and  able  to  attend  the  deputation — to  give  in  their  names 
at  the  end  of  this  meeting,  because  I  am  quite  sure  we  all 
desire  it  to  be  as  influential  and  representative  as  possible  ; 
and  I  am  quite  sure  that  such  a  deputation  will  be 
strengthened  by  including  representatives  from  various 
parts-of  the  Kingdom.  May  I  take  it  that  you  have  agreed 
u>  withdraw  that  addendum  ? 

Coancillor  Cook  :  On  those  conditions,  yes. 

The  resolution  was  then  put  and  carried  unanimously. 

A  del^ate:  May  I  ask  when  the  deputation  will  take 
place  ? 

The  Chairman :  I  am  afraid  it  is  impossible  for  us  to 
answer  that,  because  we  shall  have  to  ask  leave  from  the 
I'resident  of  the  Local  Government  Board  to  give  us  a  day. 

Mr.  Cohen  :  May  I  move  a  vote  of  thanks  to  the  Chair- 
man. 1  am  sure  we  are  much  indebted  to  Mr.  Schuster, 
who  has  many  calls  upon  his  time,  for  coming  here 
and  giving  us  his  presence  and  guidance,  and  I  am 
sure  his  influence  and  authority  will  be  valuable  with 
regard  to  the  most  important  resolution  of  all — the  deter- 
mination to  press  the  resolution  strenuously  on  the  attention 
uf  the  authorities.     (Hear,  hear.) 

The  vote  was  carried  heartily. 

The  Chairman  :  I  thank  you  very  much  for  this  vote  of 
thanks,  and  i  thank  you  very  much  for  your  attendance  here 


in  such  numbers.    I  am  quite  sure  that  this  discussion  and 
these  resolutions  which  we  have  passed  will  be  of  very  great 
service  in  attaining  the  object  we  have  in  view.    (Hear, 
hear.) 
The  proceedings  then  terminated. 


IRopal  Statistical  Society. 


A  PAPER  on  "  Wages  in  the  Engineering  and  Shipbuilding 
Industries  since  1790,"  by  A.  L.  Bowley  and  G.  H.  Wood, 
was  read  at  the  meeting  of  the  Royal  Statistical  Society  on 
2oth  February. 

The  pape<r  was  based  on  data  that  have  been  published 
in  the  1965  volume  of  the  Journal  of  the  Royal  Statistical 
Society.  The  trade  union  standard  rates  for  many  years 
have  t>een  traced  for  some  twenty -six  occupations,  in  about 
twenty  important  localities,  and  the  records  so  obtained 
have  been  amplified  and  verified  by  p>ersonal  inquiries, 
unpublished  material,  and  many  printed  records.  The 
influences  on  wages  of  the  varying  importance  of  districts, 
the  transference  of  labour  from  one  occupation  to  another, 
the  chanige  from  wooden  to  iron  and  to  steel  ships,  were 
discussed  and  analysed  in  detail.  It  was  found  that,  on 
the  whole,  there  had  been  no  degradation  of  employment, 
as  is  sometimes  supposed  to  have  been  the  result  of 
increasing  machinery,  but  that  the  various  grades  of 
labour  have,  in  spite  of  the  many  changes,  continued  to 
bear  nearly  the  same  proportion  to  each  other;  what 
alteration  there  is  arises  from  the  growth  in  numbers  of 
machinists,  which  repr^ents  as  much  a  step  up  for 
labourers  as  a  step  down  for  artisans. 

llie  main  body  of  statistics  relates  to  the  period  1850  to 
1905.  Wages  of  shipbuilders  have  fluctuated  more 
violently,  but  on  the  whole  risen  more,  than  wages  of 
engineers.  The  rise  of  the  two  combined  have  been,  in 
1850-54,  10  per  cent. ;  1S60-66,  9  per  cent.  ;  1869  to  1874,  15 
per  cent. ;  1879  to  1883,  9  per  cent.  ;  1887  to  1890,  12  per 
i  cent.  ;  and  1895  to  1898,  10  per  cent.  The  falls  have  been, 
1  1856.59,  3  per  cent. ;  1866-68,  3  per  cent. ;.  1877-79,  5  per 
I  cent, ;  1883-86,  8  per  cent. ;  1891-94,  4  per  cent. ;  and  a  per 
cent,  since  1901.  Each  percentage  is  reckoned  on  the 
average  at  the  beginning  of  the  period  covered.  Average 
wages  in  1905,  allowing  for  all  known  corrections,  were 
46  per  cent,  higher  than  in  1850,  37  per  cent,  than  in  1S60, 
27  per  cent,  than  in  1870,  18  per  cent,  than  in  1880,  6  per 
cent,  than  in  i8yo.  The  changes  have  varied  a  good  deal 
from  district  to  district  and  from  occupation  to  occupation. 
London,  where  wages  reached  a  high  level  at  an  early 
date,  has  made  slow  progress,  while  wages  at  Belfast  and 
the  Clyde  have  increased  50  or  60  per  cent,  since  i860. 
Platers,  rivetters,  and  shipwrights,  have  e^^jnypecially 
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rapid  increase.  The  bulk  of  the  members  of  the  Amal- 
gamated Society  of  Engineers  have  made  steady  but  not 
sensational  progress,  and  labourers  have  improved  their 
wages  at  very  nearly  the  same  rate  as  engineers. 

The  evidence  for  the  period  1790  to  1850  is  less  certain. 
A  great  rise,  perhaps  50  per  cent.,  took  place  soon  after 
1793.    From  18 10  to  1850  wages  were  all  but  stationary. 

Throughout  the  paper  the  method  of  index  numbers  is 
used  exclusively,  and  the  value  and  accuracy  of  the  method 
is  discussed  incidentally.  An  attempt  was  made  to  affix  a 
measuie  of  precision,  a  test  of  the  liability  to  error,  of  the 
estimates  of  the  change  of  average  wages. 

The  paper  was  prefaced  by  a  short  risume  of  recent  work 
in  wage  statistics,  and  a  description  of  the  lack  of 
material ;  and  the  need  for  a  new  wage  census,  to  make 
comparison  with  that  of  1886  possible,  was  demonstrated. 


Aeetindd  for  tbe  ensutna  TRIleeft« 


Tuesday — Birmingham  Chartered  Accountant  Students' 
Society. — Debate,  "  That  the  Acts  relating  to  Income 
Tax  as  they  are  at  present  administered,  and  the 
Methods  adopted  in  Assessing  and  Collecting  the  Tax, 
should  be  drastically  amended. ' '  This  meeting  will  be 
preceded  by  tea  at  6  o'clock,  at  the  Library,  8  Newhall 
Street. 

Wednesday — London  Chartered  Accountant  Students' 
Society.—"  Vouching  in  the  conduct  of  Audits  of  the 
Accounts  of  Joint  Stock  Companies,"  by  Mr.  H.  E. 
Barham,  F.C.A.,  at  the  Hall  of  the  Institute,  Moorgate 
Place ;  6  p.m. 

Sheffield  Chartered  Accountants  Students' 
Society. —Mock  Arbitration,  at  the  Library,  Hoole's 
Chambers,  Bank  Street ;  6.45  p.m. 

Thursday — Edinburgh  Chartered  Accountants  Students' 
Society. — Lecture,  "Some  Points  in  Banking,"  by 
Mr.  Jas.  Watt,  W.S.,  F.F.A.,  at  the  Hall  of  the 
Society,  27  Queen  Street ;  8  p.m. 

Fniay.— Leeds  and  District  Chartered  Accountants 
Students'  Association.  —  Lecture,  "  Rights  and 
Duties  of  Receivers,"  by  Mr.  R.  A.  Chadwick,  M.A  , 
LL.M. 


personal* 


Messrs.  C.  F.  Burton  &  Co.,  Chartered  Accountants,  of 
Norfolk  House,  '7  Laurence  Pountney  Hill,  E.C.,  announce 
that  Mr.  Richard  Sbwell,  Chartered  Accountant  and 
Fellow  of  the  Faculty  of  Actoaries,  has  been  admitted  a 
partner,  and  that  the  busiaess  will  be  conducted  under  the 
style  of  C.  F.  Burton,  Sbwell  &  Co.,  at  new  offices,  35 
Copthall  Avenue,  London  Wall,  E.C. 

Messrs.  Campbell  &  Campbell,  Chartered  Accountants, 
of  94  Market  Street,  Manchester,  announce  that  they  have 
entered  into  partnership  with  Mr.  W.  A.  Smith,  A.C.A., 
and  Mr.  W.  Scott  Smith,  A.C.A.,  and  in  future  will  prac- 
tise at  the  above  address  under  the  style  of  Campbell, 
Smith  &  Co. 

Messrs.  J.  H.  Champnbss,  Cordbroy  &  Co.,  Chartered 
Accountants,  of  103  Cannon  Street,  London,  announce  that 
they  have  admitted  into  partnership  Mr.  Clement  Maurice 
Champness,  the  son  of  their  Mr.  J.  H.  Champnbss,  who 
duly  passed  the  Final  Examination  of  the  Institute  of 
Chartered  Accountants  in  June  T901.  The  name  of  the 
firm  will  remain  unchanged. 

Messrs.  Deakin  &  Furnival.  Chartered  Accountants, 
announce  that  they  have  removed  from  Foster's  Buildings 
to  Orchard  Chambers,  Church  Street,  Sheffield. 

Mr.  R.  Shearman  Farries,  Chartered  Accountant,  has 
removed  from  i  Gresham  Buildings,  to  no  Cannon  Street, 
London,  E.C. 

Mr.  J.  Edward  Myers,  F.C.A.,  of  Trafalgar  Buildings. 
Northumberland  Avenue,  W.C,  has  been  appointed  Pro- 
fessional Accountant  to  the  Watford  Urban  District  Council. 

Messrs.  W.  B.  Peat  &  Co.,  of  3  Lothbury,  London. 
E.C,  announce  that  in  consequence  of  the  rebuilding  of 
these  premises  they  are  moving  to  temporary  offices  at 
No.  II  Ironmonger  Lane,  London,  E.C. 


The  Cornhill  Magazine  for  March  contains  the  customary 

instalments  of  "  Sir  John  Constantine,"  by  Mr.  A.  T.  Qailler- 

Couch,  and  "  Chippinge,"  by  Mr.  Stanley  J.  Weyman.     The 

subject  dealt  with  this  month  *'  From  a  College  Window  "is  the 

criticism  of  one's  friends.    "  Mr.  Gladstone  as  I  Knew  Him,"  by 

the  Right  Hon.  Sir  Algernon  West,  G.C  B.,  gives  many  personal 

touches  of  reminiscence  from  one  who  was  long  in  close  intimacy 

with  the  great  statesman.    Sir  Francis  Youngbasband,  K.C.I.E.. 

writes  a  concise  account  of  a  distinguished  soldier  in  "  General 

Romer  Younghusband  and  Scinde."    "  Some  Natural  History : 

III."  is  another  of  Dean  Latham's  sketches  of  life  in  Lambeth 

while  Science  is  represented  by  Mr.  W.  A.  Sbenstone,  F.R.S.. 

who  wri tes  ' '  About  Solutions. ' '  C^  r>^r>^r^\r^ 
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faflitres  an^  mils  ot  Sale  in  Enolanb 
an^  Males* 


According  to  Kmfs  Mercantile  GaxetU,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  Mar.  2nd,  was  176.  viz.  :— 
New  Bankruptcy  Proceedings  published  in  the  London  Gauette, 
95 ;  Deeds  of  Arrangement  registered,  78.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were  : 
Bankruptcies,  97;  Deeds  of  Arrangement,  92— total,  189 
being  a  decrease  of  13.  The  total  number  of  commercial 
failures  recorded  during  the  9  weeks  of  the  present  year  is 
1.505 »  the  total  number  recorded  in  the  corresponding  9 
weeks  of  last  year  was  1,642,  showing  a  decrease  of  137. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
Mar.  2nd,  was  152.  The  number  in  the  corresponding  week 
of  last  year  was  195,  showing  a  decrease  of  43.  The  total 
number  filed  during  the  9  weeks  of  the  present  year  is 
1,386;  the  total  number  filed  in  the  corresponding  9  weeks 
of  last  year  was  1,536,  showing  a  decrease  of  150. 


Debentures. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week 
ending  Friday,  Mar.  2nd,  amounted  to  / 1.339. 951,  by  way 
of  addition  to  /3»«>7»79i»  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ;f507,366,  showing  an  increase  of 
^^832,585.  The  total  amount  registered  during  the  9 
weeks  of  the  present  year  was  ^13,542,286  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  ;f  16,321,387  for  the  corresponding  9  weeks 
in  1905,  showing  a  decrease  of  /2,779,ioi. 


The  Profession  in  Scotland. 


Bdinbttr^'Sooiety  of  Aceoimtaiits. 


The  following  are  reports  of  the  second  and  third 
lectures  on  "Public  Finance,"  delivered  by  Professor 
Shidd  Nicholson  to  the  Edinbuigh  Society  of  Accountants 
And  the  Institute  of  Bankers  in  Scotland  :  — 


Professor  Nicholson,  in  the  course  of  his  second  lecture, 
discussed  Adam  Smith's  first  great  cancm  of  taxation — that 
the  subjects  of  every  State  ought  to  contribute  towards  the 
support  of  its  government,  as  nearly  as  possible,  in  pro- 
portion to  their  respective  abilities.  The  great  practical 
rule  of  taxation  is  that  the  tax  must  be  productive.  Adam 
Smith  showed  that  the  necessary  revenue  of  the  State 
could  not  be  obtained  without  taxing  the  masses  of  the 
people,  and  an  examination  of  present  conditions  shows 
that  this  is  equally  true.  Taxes  on  commodities  to  be  pro- 
ductive must  be  on  articles  of  general  consumption,  and 
direct  taxes  that  only  fall  on  the  wealthy  would  be  also 
insufficient.  The  rich  may  be  expected  to  contribute,  as 
Adam  Smith  thought,  in  a  greater  proportion  (the  prin- 
ciple of  progressive  taxation),  but  the  poor  cannot  escape 
altogether.  Whatever  basis  of  taxation  is  adopted,  it  is 
implied  that  the  same  principle  should  be  applied  in 
similar  cases.  The  unearned  increment  from  land,  for 
example,  is  only  one  case,  and  in  nearly  all  forms  of 
income  there  are  unearned  elements  thait  may  be  set  down 
to  the  progress  of  society.  But  the  attempt  to  appropriate 
all  unearned  increments  for  the  State  would  check  all 
enterprise,  and  indirectly  lower  the  taxable  capacity  of  the 
nation.  A  fundamental  principle  of  taxation  is  that  taxes 
fall  on  persons  and  not  on  things.  This  means  that  every 
tax  in  the  last  resort  lessens  the  spending  power  of  some 
person,  and  that  all  taxes  are  really  disguised  income- 
taxes.  This  principle  properly  applied  gets  rid  of  a  mass 
of  legal  and  economic  fictions,  which  add  vastly  to  the 
complexity  and  cost  of  the  tax  system.  If  it  were  prac- 
ticable a  universal  direct  income-tax  temjwred  by  progres- 
sion would  be  the  most  equitable  and  the  most  economical. 
At  present,  even  the  very  poorest  pay  something  in  the 
shape  of  taxation  on  commodities,  and  owing  to  the  rule 
of  productiveness  it  is  impossible  to  make  any  discrimina- 
tion. An  indirect  tax  is  not  felt  so  much  because  it  is 
paid  by  instalments,  and  it  is  popular  with  Govermnents 
because,  except  at  its  first  imposition,  it  is  concealed  in 
the  cost  of  the  commodity.  At  present,  when  the  increasing 
burden  of  taxation  is  beginning  to  be  felt,  instead  of  facing 
the  possibility  of  readjustment  or  economies,  or  at  least 
some  check  on  new  expenditure,  people  try  to  find  sources 
that  have  not  been  tapped,  and  things  that  will  bear  new 
or  additional  taxation.  But  all  this  manipulation  does 
not  touch  the  central  fact  that  all  these  taxes  must  be  paid 
out  of  the  income  of  some  persons,  and  that  the  most 
these  reforms  will  effect  is  a  redistribution  of  the  burden 
between  different  classes.  Taxation  cannot  be  remitted  in 
one  direction  without  being  increased  in  another.  In  con- 
sidering the  equities  of  taxation  between  typical  classes 
we  ought  properly  to  take  account  of  any  special  benefit 
that  may  be  derived  by  some  class  from  the  corre^onding 
expenditure.    When  benefit  can  be  apportioned  equality  of 
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ezpenditiue  is  as  much  an  ideal  as  equality  of  taxation— in 
fact,  the  two  must  be  taken  together.  In  many  of  the 
objects  of  national  expenditure  there  is  no  special  class 
benefit,  but  in  this  case  the  real  burden  of  taxation  should 
be  recognised,  and  instead  of  trying  to  disguise  the  inci- 
dence of  taxes  we  should  try  to  make  it  quite  clear  to  the 
person  who  pays  and  to  everyone  else.  This  is  really 
involved  in  the  idea  of  the  certainty  of  taxation,  and  Adam 
Smith  declared  that  a  considerable  degree  of  inequality 
was  to  be  preferred  to  a  small  degree  of  uncertainty.  It  is 
an  old  saying  that  the  greatest  source  of  revenue  is 
economy,  and  the  first  requisite  for  economy  is  the  recogni- 
tion of  the  burden  of  taxation. 

Professor  Nicholson,  in  the  course  of  his  third  lecture, 
said:  All  the  powers  of  local  authorities  ought  to  be 
looked  on  as  delegated  by  the  central  Government,  and 
the  extent  and  degree  of  the  delegation  is  not  a  question  of 
principle,  but  of  expediency.  Similarly  there  is  no  hard 
and  fast  line  between  national  and  local  finance.  The 
State  may  delegate  certain  functions  to  the  local  authori- 
ties, and  provide  the  necessary  funds  from  national 
revenues,  or  it  may  compel  the  authorities  to  provide  the 
funds  out  of  local  resources.  A  rate  is  as  much  a  tax  as 
if  raised  by  Parliament,  and  it  follows  that  the  principles 
of  taxation  are  applicable  to  rates.  Rates  are  a  species 
of  more  or  less  disguised  income-taxes,  but  the  amount  of 
the  income  is  supposed  to  be  shown  by  the  ownership  or 
occupancy  of  certain  forms  of  rateable  property,  and  the 
amount  of  the  fax  is  varied  according  to  certain  ideas  of 
equity  or  common-sense  justice.  As  a  rule,  more  atten- 
tion is  paid  than  is  possible  in  national  finance  to  the 
benefit  derived,  but  in  some  of  the  oldest  and  most 
important  rates  the  benefit  principle  cannot  be  s^plied — 
e.g,y  the  poor  rate.  In  estimating  the  total  burden  of  the 
rates  on  any  typical  class,  we  should  estimate  the  benefit 
directly  or  indirectly  received  by  that  class  from  the 
expendituTe.  In  local  finance,  the  distinction  between 
** onerous"  and  "beneficial"  expenditure  is  of  great 
importance.  If  any  locality  imposes  exceptional  onerous 
charges,  or,  on  the  other  hand,  confers  exceptional 
benefits,  the  effect  is  seen  in  the  migration  of  capital  and 
labour.  In  the  report  of  the  Royal  Commission  on  local 
taxation  it  is  said  that  the  services  which  may  be  properly 
regarded  as  national  and  onerous  are  poor  relief  (including 
lunatic  asylums),  police,  education  (elementary,  secondary, 
and  technical),  main  roads,  and  sanitary  inspection,  and 
the  practical  question  is  whether  it  is  preferable  to  provide 
the  funds  from  local  or  national  taxation.  This,  again, 
involves  two  questions — first,  what  taxes  are  suitable  for 
local  purposes?  and,  second,  will  the  service  be  better  per- 
formed if  the  chiarge  is  wholly  or  partially  met  out  of  local 
revenues?  Indirect  taxes,  such  as  excise  or  customs 
duties,  not  being  suitable,  it  seems  as  if  we  must  resort  to 


a  local  income-tax,  and  if  we  take  the  most  important  and 
instructive  example,  the  English  poor  rate,  we  find  it  was 
originally  intended  to  be  a  local  income-tax.  But  the  two 
great  difficulties  that  aire  always  alleged  against  the  pos- 
sibility of  a  local  income^ax  at  once  appeared.  How  were 
the  incomes  of  non-residents  to  be  treated,  and  how  were 
local  incomes  in  general  to  be  assessed?  Since  in  rural 
parishes  incomes  were  mainly  derived  from  the  ownership 
or  occupancy  of  land,  rent  came  to  be  used  as  the  measure 
of  income,  and  the  income  was  taxed  where  it  was 
obtained.  In  the  same  way,  for  practical  convenience  the 
rates  in  the  towns  came  to  be  levied  on  the  annual  value  of 
the  property. 

The  true  final  incidence  as  between  owner  and  occupier 
is  hard  to  determine.    In  Scotland  most  of  the  important 
rates  are  divided  between  the  owner  and  the  occupier,  but 
the  report  of  the  Commission  states  it  is  probable  that  the 
final  incidence  does  not  differ  from  that  in  England.     In 
Scotland  the  method  of  rating  according  to  "means  and 
substance  "  was  allowed  by  the  Poor  Law  Act  of  1845. 
but  here  also  the  practical  difficulties  of  localising  income 
led  to  its  abandonment.     Attempts,  however,  were  made 
to  remedy  some  of  the  gross  inequalities  of  the  rating 
system  by  the  method  of  classification,  and  by  the  allow- 
ance of  exemptions  in  calculating  net  value,  &c.  The  theory 
at  the  basis  of  these  modifications  seems  to  be  that  the 
rates  are  supposed  to  conform  to  the  idea  of  an  income-tax, 
and  not  to  the  idea  that  the  community  has  a  kind  of 
customary  right  to  a  share  in  the  rental  of  property,  and 
this  is  also  shown  by  the  general  acceptance  of  the  prin- 
ciple of  the  Agricultural  Rates  Act.     A  local  rate   is  a 
species  of  tax,  and  not  a  species  of  rent.    If  special  benefits 
are   obtained,    special    rates   should   be   levied,    and    the 
owners  of  property  should  pay  for  a  rise  in  value  due  to 
local  improvements.    If  some  ixicomes  are  taxed  for  local 
purposes  from  which  no  special  benefit  is  derived,   then 
on  the  principle  of  equality  all  similar  incomes  should  be 
taxed  as  far  as  possible.    Owing  mainly  to  the  anonialies 
of  the  present  rating  system,  and  its  want  of  conformity 
t3  a  local  income-tax,  subventions  have  been  granted  from 
the  Exchequer  for  certain  purposes ;   but  there  are  great 
difficulties  as  regards  the  allocation  of  the  grants,  and  the 
general  report  of  the  Royal  Commission  reconunends   a 
change  in  the  principles  applied.     Local  taxation,    how- 
ever, must  still  be  mainly  relied  on  for  purely  local  pur- 
poses, and  for  that  reason  a  reform  of  the  rating  system  is 
desirable.     The  present  system  is  greatly  complicated  by 
legal  fictions  and  highly  artificial  rules,  which  are  neces- 
sary to  make  some  kinds  of  profits  liable  to  rates,  and  yet 
different  classes  of  income  are  taxed  in  a  very  dispropor- 
tionaite  way.     We   ought   not   to  overrate   the  practical 
difficulties  of  reform,  since  all  tax  systems  from  the  point 
of  view  of  ideal  equity  are  necessarily  rough  and  imiperfect. 
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Edinburgh  Ohartared  Aoeoontants  Students'  Society. 


A  joint  debate  between  the  Edinburgh  University  Scots 
Law  Society  and  the  Edittburgh  C.A.  Students*  Society 
was  held  on  the  27th  ult.  in  the  hall  at  No.  27  Queen 
Street,  Mr.  J.  A.  Robertson-Durham,  C.  A.,  presiding. 

The  question  was,  "Has  the  Companies  Act,  1900, 
proved  of  substantial  benefit  to  the  investing  public?  " 
Messrs.  Alexander  Clapperton,  C.A.,  and  A.  E.  S.  Thom- 
son, M.A.,  LL.B.,  led  on  the  affirmative,  and  Messrs. 
D.  Oswald  Dykes,  advocate,  and  Maitland  Smith,  C.A., 
on  the  negative.  These  were  supported  by  Messrs'.  G.  D. 
Valentine,  advocate,  and  J.  R.  Austin,  solicitor,  respec- 
ti\  ely.  The  debate  was  summed  up  by  the  Chairman,  who 
narrated  same  of  his  experiences  of  the  working  of  the 
Act.  A  vote  was  then  taken,  when  19  voted  for  the 
affirmative  and  22  for  the  negative.  This  being  the  first 
joint  debate  between  the  two  Societies,  Mr.  William 
Annan,  C.A.,  expressed  the  hope  that  in  view  of  the 
success  of  the  meeting  the  Societies  would  be  induced  to 
hold  one  annually.  Mr.  George  Rennie,  the  Secretary, 
responded  on  behalf  of  the  Scots  Law  Society.  A  vote  | 
uf  thanks  to  the  Chairman  was  heartily  accorded. 


The  Profes5ion  in  Ireland. 


The  Institute  of  Chartered  Accountants  in  Ireland. 


The  quarterly  meeting  of  the  Council  was  held  at  the 
offices  of  the  Institute,  4  College  Green,  Dublin,  on  the 
7th  ult..  Mr.  Robert  Stokes  (President)  in  the  chair.  There 
were  also  present  Messrs.  Edward  McCarthy,  J.  E.  Magill, 
.\L  Crowley,  Robert  Walsh,  John  M'CuUough,  W.  G. 
Peterson,  J.  Harold  Pim,  J.  H.  Woodworth:,  John  M.  Kean, 
and  Cecil  G.  Mitchell  (Assistant  Secretary). 

The  following  were  declared  to  have  passed  their 
respective  examinations,  viz,  :  — 

Preliminary. — Alfred  G.  Fox,  Dublin ;  C.  JefEerson, 
Dublin;  R.  Jefferson,  Dublin. 

Final.— D.  T.  Atkinson,  Belfast ;  Hugh  Boyd,  Belfast ; 
C\  H.  W.  M'Cullough,  Belfast ;  N.  C.  Peterson,  Dublin ; 
W.  C.  Peterson.  Dublin ;  W.  W.  Walker,  Belfast. 

Two  candidates  in  the  Prelimin-ary  Examination  and 
three  in  the  Final  failed  to  satisfy  the  examiiiers. 

The  following  were  elected  Associates,  viz. : — ^Wm. 
<^tiv(en  Kennedy,  Belfast,  and  David  T.  Atkinson,  Belfast 
not  in  practice) ;  J.  Boyes  Cooper,  Dublin  (in  practice). 

^fidiael  J.  Donnelly.  Bedfast,  was  granted  an  exemption 
£ertific«lo  from  the  Pi^eUminazy  Examination. 


Arthur  Henry  Muir,  Belfast,  was  elected  a  Fellow. 
The  usual  quarterly  business  having  been  transacted,  the 
meeting  terminated. 


Presentation  of  Address  to  the  Viceroy. 


%\n  address  was  presented  to  the  Viceroy  from  the 
Institute  of  Chartered  Accountants  in  Ireland  on  the 
27th  ult.  The  deputation  consisted  of  Mr.  Robert  Stokes 
(President),  and  Mr.  J.  Harold  Pim,  Hon.  Secretary,  with 
the  following  members  of  the  Council : — Messrs.  John 
M*Cullough  and  Mischael  Crowley. 

The  President  read  the  address  as  follows:  — 

May  it  please  your  Excellency,  we,  the  President  and 
Council  of  the  Institute  of  Chartered  Accountants  in 
Ireland,  beg  to  tender  to  your  Excellency  and  to  her 
Excellency  the  Countess  of  Aberdeen  a  loyal  and 
cordlial  welcome  to  Ireland.  We  respectfully  desire 
to  congratulate  you  upon  your  appointment  to  the 
exalted  office  of  Viceroy  of  Ireland,  and  to  assure  you, 
as  the  representative  of  his  Most  Gracious  Majesty 
King  Edward  VII.,  of  our  unswerving  loyalty  and 
devotion  to  his  Majesty's  Throne  and  person.  The 
Institute  of  Chartered  Accountants  in  Ireland,  which 
we  represent,  was  incorporated  by  Royal  Charter  on 
i4tJh  May  1888.  The  profession  of  accountants  is  an 
important  one,  and  their  functions  are  of  great  and 
increasing  significance  in  respect  of  their  employment 
under  decrees  in  Chancery,  in  the  winding  up  of  com- 
panies, in  bankruptcy,  or  arrangements  with  creditors, 
and  in  various  position-s  of  trust  under  the  Courts  of 
Justice,  as  also  in  auditing  the  accounts  of  public  com- 
panies and  otherwise.  The  business  of  the  accountant 
requires  for  its  proper  prosecution  considerable  and 
varied  attainments,  while  it  comprehends  all  matters 
connected  with  arithmetical  calculation  or  involving 
investi^tion  into  fibres ;  it  also  ranges  over  a  much 
wider  field,  in  which  a  considerable  acquaintance  with 
the  general  principles  of  law  is  quite  indispensable. 
It  is  obvious  that  to  the  due  performance  of  a  pro- 
fession such  as  this  a  liberal  education  is  essential, 
and  the  objects  of  this  Institute  are  to  secure,  by  strict 
examinations  and  otherwise,  the  education  and  stand- 
ing necessary  to  maintain  the  efficiency  as  well  as  the 
respectability  of  the  professional  body  in  Ireland.  Our 
Institute  is  much  interested  in  the  extension  and 
development  of  the  commercial  and  industrial  enter- 
prise in  Ireland.  We  trust,  therefore,  that  your 
Excellency  will  be  pleased,  during  your  tenure  of 
office,  to  still  further  promote  that  commercial 
prosperity  so  essential  to  our  country's  welfare,  and  in 
the  furtherance  of  which  your  illustrious  predecessor, 
during  his  administration,  displayed  a  marked  ixfteiest. 
In  conclusion,  we  wish  your  Excellency  a  prosperous 
and  lengthened  tenure  of  office  aa  Lord  Lieutenant,  and 
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earnestly    tmet    that    your    administration    may    be 
specially  marked  by  increased  prosperity  in  Ireland. 

Signed  on  behalf  of  the  Council, 
Robert  Stokes,  President. 
John  M'Cullough.  Member  of  the  Council. 
J.  Hakold  Pim,  Hon.  Secretary. 

His  Excellency,  in  reply,  said:  Mr.  President  aifd 
gentlemen,  I  coirdially  recognise  the  loyalty  of  your  greet- 
ing to  the  representative  of  his  Majesty  the  King,  and  I 
appreciate  very  heartily  your  kindly  words  of  personal  wel- 
come addressed  to  T^dy  Aberdeen  and  myself.  The 
recital  which  this  address  contains  and  some  of  the  lead- 
ing; functions  of  the  very  important  calling  to  which  you 
belong  is  certainly  suggestive  as  well  as  highly  descriptive, 
and  I  observe  that  you  conclude  this  portion  of  your 
address  as  to  the  functions  of  such  a  body  as  yours  by  the 
words  "  and  otherwise."  That  certainly  is  a  very  compre- 
hensive, and,  if  I  may  say  so,  a  needed  addition  to  your 
description  of  your  work,  because,  of  course,  it  extends 
in  every  direction.  I  confess  that  I  regard  the  attainments 
and  the  performances  of  those  who  are  experts  in  the 
handling  of  figures  with  admiration  mixed  with  wonder, 
and  thoeo  sentiments  are  enhanced  by  the  fact  which  I 
must  also  admit  that  I  myself  have  always  found  two 
things  almost  equally  uncongenial — the  keeping  of  accounts 
and  the  keeping  of  money.  But  it,  of  course,  is  absolutely 
essential  that  accounts  must  be  kept,  and  therefore  I,  in 
common  with  the  general  community,  appreciate  and 
understand  the  value  of  the  administrations  which  you 
and  your  colleagues  here  can  afford  and  provide.  I  can 
easily  understand  that  the  existence  of  such  an  Institute  as 
yours  is  of  very  real  and  practical  benefit  in  maintaining 
the  high  standard  of  efficiency  of  your  calling,  and  that, 
indeed,  is  a  matter  which  t  may  again  say  the  public  at 
large  have  a  very  real  interest  in,  because  it  is  of  para- 
mount importance  that  the  utmost  confidence  and  reliance 
in  every  sense  should  be  reposed  in  those  who  have  the 
arranging  of  finance.  I  am  sure  that  your  allusion  to  Lord 
Dudley  in  regard  to  his  warm  and  sincere  interest  in  the 
welfare  of  Ireland  is  correct  and  just,  nor  shall  we  be 
found  behindhand  in  that  respect.  I  shall  not  here  even 
touch  upon  the  share  which  Lady  Aberdeen  has  been  able 
to  take  in  the  promotion  of  the  industrial  interests  of  the 
country.  I  shall  merely  venture  to  affirm  that  we  do  from 
our  very  hearts  use,  regarding  Ireland,  the  gsreeting,  "We 
wish  thee  prosperity." 

The  members  of  the  deputation  having  been  individually 
presented  to  their  Excellencies,  the  proceedings  came  to 
an  end. 
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City  Treasurer  and  Controller  of  Accounts  and  Super- 
intending Assistant  Overseer,  at  a  commencing  salary  of 
£750  per  annum. 
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The  gentleman  appointed  will  be  required  to  devote  the 
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qualification, but  candidates  are  at  liberty,  if  they  choose, 
to  forward  to  members  of  the  Finance  Committee  copies  of 
their  applications  and  testimonials  not  exceeding  five. 
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Representative  Directors. 


/^UR  contemporary  The  Law  Journal,  in 
^^  commenting  upon  the  recent  decision 
of  Mr.  Justice  Warrington  in  Boechoek 
Proprietary,  Lint.  v.  Fuke,  raises  a  ques- 
tion of  considerable  interest  to  all  who  are 
concerned  in  the  practical  details  of  company 
management.  Although  there  is  no  provision 
to  that  effect  in  any  of  the  Companies  Acts,  it 
has  become  very  general  for  companies,  in 
their  articles  of  association,  to  stipulate  that 
no  person  shall  act  as  a  director  of  the  company 
without  holding  a  substantial  stake  therein. 
From  some  points  of  view  there  is  doubtless 
a  good  deal  to  be  said  in  favour  of  such  a  pro- 
vision, in  view  of  the  fact  that  the  professional 
guinea-pig  is  not  even  yet  by  any  means 
extinct.  Nevertheless,  it  is  qu^  conceivable 
that  in  certain  cases   the  owner    of   a  ver 
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large  proportion  of  the  capital  of  the  com- 
pany may  be  either  unable  or  unwilling  to  act 
as  a  member  of  the  board,  and  in  such  cases — 
assuming  only  the  holding  is  sufficiently 
important — it  seems  only  equitable  that  he 
should  be  entitled  to  nominate  at  least  one 
director,  or  perhaps  even  more.  In  .cases 
where  a  substantial  stake  in  the  capital  of  a 
company  is  held  by  another  company — which, 
owing  to  its  impersonal  nature  is,  of  course, 
physically  incapable  of  occupying  a  seat  upon 
the  board — the  argument  in  favour  of  represen- 
tative directors  seems,  if  anything,  even 
stronger.  Yet  the  disadvantages  of  such  an 
arrangement  are  at  least  sufficiently  impor- 
tant to  be  worthy  of  careful  consideration. 
They  are  (first)  that  a  director  so  appointed 
is  naturally  apt  to  consider  the  interests 
of  the  party  appointing  him  as  being  at 
least  as  much  entitled  to  his  consideration 
as  the  interests  of  the  company;  and,  in 
the  second  place,  the  principle  lends  itself 
to  the  practice  of  one  company  acquiring, 
unknown  to  the  general  public,  the  control  of 
another  company  upon  lines  which  are  quite 
familiar  in  the  States,  but  looked  at  somewhat 
askance  in  this  country. 

In  the  Boechoek  Proprietary  Company's  case 
the  disadvantages  to  which  we  have  just  drawn 
attention  may,  it  is  thought,  be  regarded  as 
having  been  non-existent.  The  question  was 
as  to  whether  the  liquidator  of  a  company 
owning  shares  in  another  company  was  entitled, 
as  such,  to  occupy  a  seat  upon  the  board  of 
the  latter,  even  although  he  held  no  personal 
pecuniary  stake  in  its  capital.  It  is  obvious 
that  those  interested  in  the  liquidation  might 
expect  to  derive  very  considerable  benefit  from 
their  liquidator  occupying  a  seat  upon  the 
board  of  a  company  whose  shares  represented 


a  substantial   asset  in   their  estate,  and  the 
question    as    to    whether    the    liquidator   so 
appointed  would  consider  the  interests  of  his 
own  estate  first  or  would  duly  and  impartially 
discharge  the  duties   of  his  office  was   never 
raised,  and  may  therefore  be  taken  as  not  to 
have  been  in  question.     The  point  at  issue  was 
entirely  as  to  whether  or  not  the  liquidator  had 
duly  qualified  as  a  director  within  the  meaning 
of  the  articles  of  association  ;  and  in  this  con- 
nection  the    precise   wording    of    the    clause 
governing  the  matter  was,  of  course,  of  para- 
mount   importance.       In     the    case    of    the 
Boechoek  Proprietary  Company,  Lim.,  the  clause 
in  the  articles  was  a  somewhat  unusual  one, 
that  the  director  should  hold  his  qualification 
shares  in  his  own  right ;  and  thus  Mr.  Justice 
Warrington's  decision  in  this  case  may  be 
said  not  to  be  of  very  general  application.     It 
was  held  long  since  that  it  was  not  absolutely 
necessary  that  the  director  should  be  beneficial 
owner  of  the  shares  under  such  circumstances, 
but,  on  the  other  hand,  a  bare  legal  title  would, 
of  itself,  now  seem  to  be  of  but  little  use.     If 
the  director's  name  is  on  the  register  of  the 
company  without  qualification,  the   company 
would  appear  to  be  bound  by  its  own  registifa- 
tion,  and  not  to  be  in  a  position  to  look  behind 
the  register  to  find  out  whether  the  director  is 
the  beneficial  owner  or  not — that  is  to  say,  if  he 
hold  the  shares  in  such  a  way  that  the  com- 
pany can  safely  deal  with  him  as  the  owner  of 
those  shares,  that  is  enough  for  any  purpose 
with  which  the  company  is  concerned.    But  if 
the  director  has  been  placed  upon  the  register 
in   some  qualified  capacity — as,  for  instance, 
in  this  case,  in  his  capacity  as  liquidator — his 
Lordship  held  that  it  was  clear  that  he  was  not 
registered  as  the  owner  of  such  shares  in  his 
own  right.     Presumably,  the  same  r^e  would 
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apply  in  the  case  of  a  person  registered  as 
executor  of  a  deceased  shareholder.  In  such 
cases  it  would  appear  the  company  is  put  on 
inquiry,  and  cannot  safely  deal  with  the  shares 
as  being  the  director's,  although  the  legal  title 
may  in  fact  be  vested  in  him.  A  somewhat 
obvious  reflection  upon  this  ruling  is  that  it  is 
quite  improper  for  a  company  to  grant  any 
form  of  qualified  registration  such  as  would 
imply  the  existence  of  a  trust,  and  that  the 
whole  difficulty  would  never  have  arisen  had 
this  somewhat  elementary  point  been  duly 
appreciated  by  those  more  immediately  con- 
cerned. The  practice  of  improperly  registering 
the  transferee  in  a  representative  capacity  is, 
however,  so  common  that  its  direct  bearing 
upon  the  decision  in  question  can  hardly  be 
too  widely  known. 

In  the  meantime,  of  course,  the  equitable 
claims  of  a  large  holder  to  appoint  his  own 
representative  to  a  seat  upon  the  board  in  his 
stead  remain  unaffected,  save  that  presumably 
such  holder  must,  if  he  desires  to  be  in  order, 
trust  his  representative  sufficiently  to  make  an 
absolute  transfer  to  him  of  his  qualification 
shares. 


Municipal  Accounts. 


T  N  our  last  issue  we  reproduced  a  full  report 
'^  of  the  proceedings  at  the  Conference  of 
Chambers  of  Commerce,  Industrial  Associa- 
tions, Municipal  Corporations,  and  Local 
Authorities,  which  was  held  on  the  5th  inst. 
with  the  object  of  discussing  the  recom- 
mendations of  the  Joint  Parliamentary 
Committee  on  Municipal  Trading  of  1903, 
and  the  best  means  of  securing  their  adoption 
as  regards  the  independent  professional  audit 
of  municipal  accounts  and  the  standardisation 


of  accounts.  In  view  of  the  great  importance 
of  the  subject,  however,  we  think  it  necessary 
to  devote  some  further  space  to  the  con- 
sideration of  the  matter  editorially,  in  spite 
of  the  difficulty  which  attaches  to  the  impartial 
discussion  of  so  controversial  a  subject. 

We  may  say,  in  the  first  place,  that  the 
Conference  appears  to  us  to  be  ill-timed. 
It  was  held  either  much  too  late  or  a  good 
deal  too  early.  If  there  be  any  general  feeling 
that  the  recommendations  included  in  the 
report  of  the  Joint  Parliamentary  Committee, 
which  was  published  nearly  three  years  ago, 
ought  to  have  been  at  all  events  seriously 
considered  by  the  Local  Government  Board, 
the  proper  time  for  organising  a  protest  against 
the  dilatory  tactics  of  that  department  was 
certainly  something  nearer  March  1904  than 
March  1906.  The  late  Government,  after 
much  delay,  ultimately  announced  its  inten- 
tion of  taking  no  action  on  this  report,  but, 
so  far  as  we  are  aware,  no  collective  protest 
was  made  at  the  time  by  the  bodies  primarily 
interested.  Now  that  there  has  been  a  change 
of  Government,  and  the  present  President  of 
the  Local  Government  Board  has  taken  steps 
to  deal  with  the  whole  question  in  his  own 
way,  it  seems  to  us  a  little  late  in  the  day 
for  a  Conference  to  be  convened  to  urge  that 
what  is  now  obviously  a  stale  report  should 
be  at  once  acted  upon. 

Probably  nothing  would  have  been  heard  of 
this  Conference  were  it  not  for  the  recent 
appointment  of  a  Departmental  Committee 
to  consider  certain  aspects  of  the  question, 
and  those  alone;  but  in  so  far  as  the 
object  of  the  Conference  was  to  deal  in 
any  way  whatever  with  the  future  findings  of 
this  Committee,  it  is  obviously  premature.  It 
is,  moreover,  we  think,  doomed  to  failure,  ir 
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that,  in  the  nature  of  things,  there  is  not  the 
least  chance  of  the  personnel  of  that  Committee 
being  now  altered.  Our  own  view,  which  we 
expressed  at  the  time  the  constitution  of  the 
Committee  was  announced,  was  that  it  con- 
sisted of  too  many  officials,  both  Government 
and  municipal,  and  too  few  independent 
members;  but,  however  that  may  be,  we  can 
imagine  nothing  more  futile  than  the  resolu- 
tion passed  on  the  5th  inst.,  that  the  Con- 
ference, while  welcoming  the  Departmental 
Committee  recently  appointed,  is  of  opinion 
that  it  should  be  strengthened  by  the  addition 
of  independent  members  connected  with  prac- 
tising accountancy.  We  make  this  statement 
in  spite  of  the  views  which  we  hold, 
that  all  the  questions  at  issue,  are  largely 
technical  questions  upon  which  the  advice  of 
independent  experts  is  the  only  advice  that  is 
likely  to  be  of  much  real  use,  because  it  seems 
as  though  an  effort  is  being  made  by  interested 
parties — whose  sole  desire  is  to  attack  munici- 
palism — to  get  the  assistance  of  the  accoun- 
tancy profession.  Most  naturally  accountants 
are  interested  in  the  movement  that  has  taken 
place  of  recent  years  in  favour  of  substituting 
an  efficient  professional  audit  of  the  accounts 
of  local  authorities  for  the  existing  inefficient 
statutory  audit ;  but  this  is  a  point  upon  which 
practically  everyone  is  agreed  except  the 
officials  of  the  Local  Government  Board,  who 
are  certainly  not  strong  enough  to  force  a 
Government  audit  upon  the  "  major  "  munici- 
palities, or  they  would  have  done  so  long  since. 
The  position  being  what  it  is,  it  seems  scarcely 
necessary  for  the  profession  to  adopt  a  partisan 
attitude  in  order  to  secure  their  legitimate 
ambition  of  being  recognised  as  the  proper 
parties  to  conduct  these  audits.  On  the 
contrary,    if    professional    accountants    allow 


themselves  to  be  identified  with  the  anti- 
municipalists,  the  municipalists  will  not 
unnaturally  be  reluctant  to  hand  over  to  them 
even  such  a  measure  of  control  as  an  audit 
recognised  by  statute  would  impose.  Their 
fears  might  be  groundless,  but  they  would  be 
eminently  reasonable.  Moreover,  as  we  have 
repeatedly  pointed  out  in  these  columns,  so  far 
as  accountants  are  concerned  there  is  no 
political  question  at  issue.  An  effective  audit 
is  required  not  with  a  view  to  checking 
municipal  progressiveness,  nor  yet  with  a  view 
to  advancing  it,  but  in  order  that  all  sides  may 
be  able  to  be  placed  in  possession  of  the  true 
facts  certified  by  competent  and  independent 
auditors.  And  it  seems  to  us  that  it  is  both 
unwise  and  improper  for  professional  accoun- 
tants, either  individually  or  collectively,  to 
identify  themselves  with  either  extreme  in  a 
controversy  which,  however  acrimonious  it 
may  be,  at  least  so  far  lacks  the  fundamental 
basis  of  all  reasonable  debate — namely,  a  know- 
ledge of  the  real  facts  of  the  case.  Until  the 
accounts  of  local  authorities  are  intelligently, 
accurately,  and  completely  stated,  it  is  sheer 
waste  of  time  for  anyone  to  inquire  whether 
the  results  and  tendencies  of  municipal 
activity  during  the  past  ten  years  or  so  have 
been  beneficent  or  the  reverse. 

This  statement  of  the  position  is,  of  course, 
likely  to  prove  unpalatable  to  both  sides,  but  in 
the  long  run  its  reasonableness  will  doubtless 
be  generally  admitted.  An  attempt  has  been 
made  by  the  representatives  of  48  Chambers  of 
Commerce,  14  Industrial  and  other  Associa- 
tions, 4  Associations  of  Professional  Account- 
ants, and  20  Municipal  Corporations  and  other 
local  authorities — no  very  imposing  number  at 
the  best — to  discourage  in  advance  the  findings 
of  the  recently  appoinjed^  Departmental  Com- 
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mittee,  but  even  they  were  by  no  means 
unanimous  in  what  they  wanted,  while  the 
grievances  of  the  majority,  whether  real  or 
imaginary,  had  nothing  to  do  with  the  subject 
at  issue — the  form  and  audit  of  municipal 
accounts.  That  being  so,  we  would  ask  in  all 
seriousness  whether  it  is  desirable  that  account- 
ants should  take  further  part  in  such  a  course  of 
procedure  without  at  least  taking  some  steps  to 
ascertain  what  the  general  opinion  may  be. 
The  one  point  of  purely  professional  interest 
which  arose  at  the  Conference  was  the 
persistent  attempt  made  by  Mr.  R.  B.  Miller, 
L.A.R.,  of  Edinburgh,  to  secure  for  Scottish 
and  Irish  accountants  the  right  to  audit  the 
accounts  of  municipalities  in  England  and 
Wales.  This  is  a  sample  of  the  unfair  com- 
petition  to  which  we  have  drawn  attention 
more  than  once  during  the  past  few  weeks,  and 
it  also  throws  a  side-light  upon  what  some  of 
the  representatives  attending  this  Conference 
hope  to  gain  as  a  result  of  their  present  agita- 
tion. That  the  profession  in  England  as  a  whole 
has  anything  to  gain  by  throwing  in  its  lot  with 
either  the  opponents  or  the  advocates  of  all 
forms  of  municipalisation  is,  it  seems  to  us, 
doubtful  in  the  extreme;  but,  however  that 
may  be,  such  an  attitude  is,  we  think,  far  too 
sweeping  to  be  adopted  off-hand,  without  careful 
and  general  discussion. 


A  Receiver  and  Manager  In  Chancery. 

T  ECTURES  by  members  of  the  Council  of 
^  the  Institute  have  of  late  years  been  rather 
infrequent,  so  that  the  paper  on  "  The  Work 
"of  the  Receiver  and  Manager  in  the  Early  Days 
"  of  his  Appointment,"  read  by  Mr.  W.  H.  Fox, 
F.C.A.,  at  a  meeting  of  the  Chartered  Accoun- 
tant Students'  Society  of  London,  and  repro- 
duced in  our  issue  of  the  13th  January  last, 


would  be  most  welcome,  even  if  the  exceptional 
interest  attaching  to  the  subject  selected,  and 
the  ability  displayed  in  its  handling,  did  not  at 
once  place  the  paper  far  above  the  usual  level 
of  such  productions.  This  is,  so  far  as  we  are 
aware,  by  far  the  most  finished  of  Mr.  Fox's 
productions,  and  possessing  as  it  does  the  merit 
— particularly  unusual  in  papers  on  Receiver- 
ships— of  being  entirely  practical,  it  will  be 
found  of  the  utmost  value  not  merely  to 
students,  but  also  to  practitioners. 

From  the  student's  point  of  view  the 
ordinary  routine  work,  usual  in  the  case  of  a 
receivership  in  Chancery  where  the  receiver  is 
also  appointed  the  manager  of  the  business,  is 
clearly  described  in  as  much  detail  as  seems 
practicable.  From  the  point  of  view  of  the 
practitioner  the  paper  will  be  found  especially 
of  value,  in  that  it  draws  attention  to  many  little 
points  which  might  otherwise  quite  conceivably 
be  overlooked  until  it  was  too  late  to  deal  with 
them  with  advantage.  Under  this  heading 
may  be  included  the  reminders  as  to  the  desira- 
bility of  a  stocktaking  as  soon  as  may  be  after 
the  date  of  the  receiver's  appointment ;  of  an 
inquiry  into  the  existence  of  insurance  policies 
of  all  needful  descriptions ;  of  the  desirabihty 
of  at  once  obtaining  possession  of  and  examin- 
ing all  documents  of  title  of  importance ;  and  of 
opening  a  separate  banking  account  with  regard 
to  each  estate.  On  the  subject  of  stock- 
taking, we  may  mention  that  the  inventory 
should  not  stop  short  with  the  stock-in-trade,  but 
should  extend  to  all  furniture,  fixtures,  fittings, 
plant,  and  machinery  which  the  receiver  is  in 
a  position  to  sell ;  and  an  independent  valua- 
tion of  these  commodities  is  desirable,  so  that 
the  receiver  may  become  at  as  early  a  date  as 
possible  well  informed  as  to  the  exact  position 
of  affairs  and  the  price  that^h|^raay  reasonably 
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expect  to  exact  from  a  purchaser  of  the  busi- 
ness as  a  going  concern.  Indeed,  speaking 
generally,  we  think  it  desirable  that  even  the 
inventory  of  the  stock-in-trade  should  be  taken 
by  outsiders,  for  in  the  nature  of  things  the 
receiver  as  a  rule  knows  but  little  of  the  ability 
and  reliability  of  those  who  have  formerly  been 
employed  by  the  company,  from  among  whom 
he  has,  as  a  rule,  to  select  his  own 
sub-managers. 

With  regard  to  insurances,  these  should 
cover  not  merely  risks  of  fire,  but  also  all  other 
risks  that  a  reasonable  business  man  would 
wish  to  provide  against,  such  as  workmen's 
compensation,  and,  where  vehicles  are  employed, 
the  usual  driving  risks.  As  to  preferential 
payments,  these  are,  of  course,  only  payable 
out  of  moneys  in  hand;  and  not  out  of  the  first 
moneys  received  by  the  receiver,  but  only  out 
of  the  surplus  moneys  remaining  in  hand  after 
meeting  all  proper  payments  chargeable  in  his 
account.  The  point  is  often  overlooked  in 
practice,  and  is,  indeed,  not  mentioned  by  Mr. 
Fox  in  the  course  of  his  paper,  that,  speak- 
ing generally,  it  is  not  for  the  receiver  to  admit 
and  pay  preferential  claims.  Rather  should 
he  leave  the  Court  to  deal  with  the  matter  in 
the  usual  form  of  an  inquiry  into  encum- 
brances which  rank  before  the  debenture- 
holders'  claims  against  the  funds  lodged  in 
Court  by  the  receiver  on  the  passing  of  his 
account.  Where,  however,  the  receiver  is 
retaining  the  services  of  employees  of  the 
company,  it  is  generally  expedient  that  he 
should  not  keep  them  waiting  for  arrears  of 
wages  or  salaries;  and,  so  long  as  he  has 
satisfied  himself  that  these  payments  are 
properly  preferential,  they  are  usually  allowed 
as  payments  in  his  account  ks  being  payments 
necessary  to  enable  him  to  carry  on  the  busi- 


ness as  a  going  concern.  Under  this  same 
heading  of  payments  which  are  practically 
necessary,  although  perhaps  not  legally  pay- 
able, may  come  the  claims  of  gas,  water,  and 
electricity  undertakings,  which  are  entitled  to 
cut  off  supplies  if  arrears  due  to  them  up  to 
the  date  of  the  receivership  are  not  punctually 
paid ;  and  as  the  receiver  does  not  rank  as  a 
new  occupier  he  cannot  himself  obtain  supplies 
of  these  commodities  save  on  the  terms  of 
paying  the  old  account.  If,  therefore,  such 
further  supply  is  necessary  for  the  continuance 
of  the  business,  the  payment  of  the  old  account 
is  justifiable,  but  not  otherwise. 

Another  very  useful  hint  is  as  to  the  placing 
of  the  defendant  company  in  voluntary  liquida- 
tion. This  is,  of  course,  not  always  necessary, 
as  the  company's  embarrassments  may  be  purely 
temporary,  and  a  further  issue  of  new  shares  or 
of  debentures  may  place  the  company  in 
possession  of  sufficient  funds  to  enable  it  to  pay 
out  the  receiver  and  continue  business  upon  the 
previous  lines.  In  the  majority  of  cases,  how- 
ever, the  embarrassment  of  the  company  is  too 
serious  to  admit  of  anything  less  heroic  than  a 
reconstruction  scheme,  and  this,  of  course,  like 
any  ordinary  winding-up,  requires  that  the  old 
company  shall  go  into  liquidation.  It  is 
undoubtedly  in  the  interests  of  the  debenture- 
holders  that  there  should  be  appointed  a 
liquidator  who  will  not  throw  any  difficulties 
whatever  in  the  way  of  the  receiver's  realisation 
of  the  assets;  hence,  in  the  majority  of  cases  it  is 
expedient  that  the  receiver  should  be  appointed 
to  act  in  that  capacity.  If  there  are  not 
sufficient  assets  to  provide  for  the  payment  in 
full  of  the  debenture-holders,  this,  of  course, 
means  that,  except  in  so  far  as  the  liquidator 
may  insist  upon  some  small  payment  as  a  con- 
dition of  making  calls  or  executing  conveyances 
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b)'  the  company,  he  can  recover  nothing  for  his 
sen'ices,  but  will,  on  the  other  hand,  probably 
have  to  defray  certain  expenses  necessarily 
attendant  upon  the  liquidation  formalities. 
There  is  not,  as  a  rule,  much  difficulty  in  arrang- 
ing for  these  facts  to  be  taken  into  consideration 
when  the  receiver's  remuneration  is  assessed, 
but  for  what  it  is  worth  it  may  be  pointed  out 
that  with  the  consent  of  the  debenture-holders 
it  may  be  arranged  that  a  fixed  sum  be  allowed 
to  the  liquidator  as  a  charge  to  rank  in  front  of 
the  debenture-holders  sufficient  to  defray  all 
necessary  out-of-pocket  expenses ;  and  perhaps, 
upon  the  whole,  this  is  the  more  convenient 
arrangement. 

The  pro  forma  file  of  proceedings  appended 
to  Mr,  Fox's  paper  will  be  of  considerable 
interest  to  students,  as  indicating  to  them 
shortly  the  normal  course  of  the  legal  proceed- 
ings. It  may  be  questioned,  however,  whether 
in  point  of  fact  it  is  usual  for  the  receiver  to 
keep  such  a  file.  He  is  not  as  of  right  entitled 
to  copies  of  all  the  documents  referred  to. 
Upon  one  point,  however,  there  is  likely  to  be 
little  doubt,  and  that  is  as  to  the  desirability  of 
the  receiver  keeping  a  copy  of  every  affidavit 
sworn  by  him,  not  merely  for  the  somewhat 
obvious  reason  that  he  should  have  in  the  office 
a  permanent  record  of  such  important  matters, 
but  also  because  the  affidavit  in  one  receivership 
often  proves  extremely  useful  as  a  suggestion  of 
what  may  usefully  be  done  in  other  similar 
cases.  The  practical  difficulty  is  that  frequently 
these  affidavits  are  prepared  in  a  hurry,  and 
thus  the  opportunity  of  taking  and  keeping 
copies  does  not  always  conveniently  arise.  With 
a  little  foresight,  however,  this  difficulty  could, 
no  doubt,  be  readily  got  over,  save  in  the  most 
exceptional  cases. 

It  will  be  seen  that  in  the  above  comments 


we  have  confined  ourselves  chiefly  to  those 
points  concerning  which  it  has  occurred  to 
us  that  Mr.  Fox's  paper  might  have  been 
amplified.  It  must  not,  however,  be  on  that 
account  supposed  that  the  matters  which 
we  have  selected  for  criticism  are  fairly 
representative  of  the  paper  as  a  whole. 
Viewed  as  a  whole,  the  paper  is  undoubtedly 
one  of  the  most  interesting,  and  one  of  the 
most  instructive,  that  ^has  appeared  in  these 
columns  of  recent  years,  and  is  the  more 
welcome  as  the  information  to  be  derived  from 
most  legal  text-books  on  the  subject  is  of 
little  or  no  use  to  accountants  or  accountant 
students  for  practical  purposes,  however 
valuable  it  may  be  for  those  who  have  charge 
of  the   legal   proceedings  in  such  matters. 


Some  Legal  Terms. — II. 


Tort,  Crime,  Felony,  Misdemeanour,  Action, 
Prosecution. 


[By   Odr   Lbgal   Contributor.] 

NOTHING  is  more  common,  not  only  among 
students,  but  people  in  general,  than  the 
misuse  of  the  terms  "  Prosecute"  and  "  Prosecution." 
A  prosecution  seems  to  be  regarded  as  a  kind  of 
universal  panacea  for  all  legal  injuries,  and,  should 
the  question  be  raised  what  is  the  proper  legal 
remedy  against  a  person,  under  a  given  set  of 
circumstances,  the  almost  invariable  answer,  no 
matter  what  the  nature  of  the  wrong  or  the  redress 
sought  may  be,  is,  "  You  should  prosecute  him,"  or 
bring  him  before  the  Magistrate,  or,  more 
colloquially,  "  the  Beak."  Some,  indeed,  have  heard 
of  the  remedy  by  way  of  "Action,"  but  their  notions 
on  the  subject  are  of  the  vaguest,  and  as  to  the 
respects  in  which  it  differs  from  a  «*  Prosecution,"  or 
where  one  is  the  proper  remedy  and  where  the 
other,  they  are  totally  ignorant  Again,  whilst  all 
ace  acquainted  with  the  term  "Crime,"  but  few 
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could  give  a  successful  definition  even  of  it,  or  dis- 
tinguish it  from  '•'  Tort,"  of  which  latter  term  indeed 
not  one  in  ten  have  ever  heard. 

Now,  in  order  to  understand  wherein  lies  the  dis- 
tinction— and  a  very  important  one  it  is — ^between 
"  Action  "  and  "  Prosecution,"  it  is  necessary,  in  the 
first  place,  to  get  a  clear  idea  of  what  is  meant  by 
the  underlying  terms  "  Tort "  and  "  Crime,"  under 
one  or  other,  and  in  some  cases  under  both  of 
which  heads  all  legal  wrongs  arising  independently 
of  contract  may  be  classed. 

To  deal  then  first  with  "  Tort"  A  tort,  or  civil 
wrong,  may  be  said  to  consist  in  the  infraction  of 
some  right  inherent  in  an  individual,  and  which 
infraction  entitles  him,  should  he  in  his  discretion 
see  fit  to  demand  it,  to  damages  or  compensation. 

A  crime,  on  the  other  hand,  although  also 
generally  implying  the  infraction  of  such  a  right 
is  a  legal  wrong  viewed  as  a  breach  of  an  absolute 
duty  owed  by  the  wrongdoer  to  the  State  or 
society,  and  is  pursued  with  the  object  of  punish- 
ment at  the  suit  not  of  the  individual  wronged, 
but  at  that  of  the  Sovereign  or  his  subordinates. 
In  support  of  this  view  of  a  crime,  it  may 
be  mentioned  that  all  indictments  in  England  con- 
clude with  the  words,  "Against  the  peace  of  our 
Sovereign  Lord  the  King,  his  Crown,  and  dignity." 

It  must  not,  however,  be  supposed  that  it  is  in 
all  cases  open  to  the  individual  wronged  to  elect 
whether  a  given  wrong  shall  be  pursued  as  a  tort 
or  a  crime.  In  many  instances  the  law  decides 
this  for  him.  Suppose,  for  instance,  a  man  suffers 
a  malicious  prosecution,  or  a  false  imprisonment, 
he  is  bound  to  proceed  as  for  a  tort,  and  to  seek 
redress  by  way  of  damages  from  the  wrongdoer. 

Scwne  wrongs  are  capable  of  being  regarded  in  a 
double  aspect — i.e,,  both  as  crimes  and  torts — in 
which  case  a  criminal  or  civil  remedy,  or  both,  are 
available.  Such  a  wrong,  for  instance,  is  an 
assault  or  a  libel,  \^ich  may  give  rise  either  to  a 
civil  action  at  the  suit  of  the  party  injured,  or  to 
a  prosecution  instituted  by  the  Crown,  or  to  both. 

From  its  thus  b^ng  possible  in  such  cases  to 
regard  the  sam«  legal  wrong  both  as  a  crime  and  as 


a  tort,  an  interesting  question  has  arisen  in  our  law, 
which  even  now  can  scarcely  be  deemed  satisfac- 
torily settled.  It  is  this,  whether  where  a  wrong 
of  this  kind  has  been  committed  the  person  injured 
is  bound,  before  seeking  satisfaction  as  for  a  tort,  to 
first  vindicate  the  violation  of  the  public  peace  by 
treating  it  as  a  crime  and  instituting  a  prosecution. 
For  instance,  suppose  a  theft  to  have  been  com- 
mitted, must  the  person  frcwn  whom  the  jwroperty 
was  stolen  first  prosecute  the  thief  before  bringing 
an  action  to  recover  the  property? 

According  to  the  latest  decision  on  the  point, 
Wells  V.  Abrahams  (1872,  L.R.  7  Q.B.  554),  the  rule 
that  in  such  a  case  the  crime  must  first  be  pro- 
secuted exists,  but  the  manner  in  which  it  can  be 
enforced  is  nowhere  discoverable.  It  is  clear,  how- 
ever, that  the  rule  has  no  application  where 
proceedings  are  taken  against  a  person  other  than 
the  wrongdoer  {White  v,  Speltigue,  13  M.  &  W.  603), 
or  brought  by  a  person  other  than  the  party  wronged 
{Osborn  v.  Gilleit,  L.R.  8  Ex.  88).  So,  too^  the  rule 
only  applies  in  the  case  of  a  felony^  not  in  that  of  a 
misdemeanour. 

This  reference  to  the  terms  "  Felony "  and 
"  Misdemeanour "  next  renders  necessary  an 
inquiry  into  their  meaning.  Now  crimes  may  be 
variously  classified,  but  it  will  be  found  that  in 
English  law  they  have  been  grouped  according 
to  their  fiflal  consequences  into  Felonies  and  Mis- 
demeanours, and,  according  to  their  mode  of  trial, 
into  Indictable  and  N  on -Indictable  OflFences. 

Let  us  first  consider  the  division  into  Felonies 
and  Misdemeanours.  The  term  "Felony"  was 
originally  applied  only  to  those  more  serious 
crimes  which  in  old  days  occasioned  a  total 
forfeiture  of  either  lands  or  goods,  or  both,  at 
common  law.  Capital  punishment  seems  to  have 
by  no  means  originally  entered  into  the  definition 
of  felony,  but  as  death  was  the  punishment  for  all 
the  more  serious  crimes  or  felonies,  the  term  in 
the  course  of  time  became  appropriated  to  all  such 
crimes  as  were  punishable  with  death. 

The  term  "Misdemeanour"  strictly  includes  all 
crimes  other  than  felonies,   but  althou^  this   is 
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strictly  speaking  so,  yet  in  practice  the  term  is 
generally  confined  to  all  indictable  crimes  other  than 
felonies,  non-indictable  crimes  being  simply  termed 
"Offences."  The  original  distinction  between 
Felonies  and  Misdemeanours  just  referred  to,  how- 
ever, no  longer  exists,  for  in  1870  an  Act  was  passed 
abolishing  forfeiture  for  felony,  and  the  only 
important  respects  in  which,  at  the  present  day,  a 
felony  differs  from  a  misdemeanour  appear  to  be 
that  it  is  a  crime  to  conceal  a  felony,  that  a  felony 
must  be  pleaded  to  personally,  that  the  jury  trying 
a  felony  may  not  separate  before  verdict,  and  that 
the  prisoner  on  conviction  for  felony  has  a  right  to 
be  heard  before  judgment. 

We  are  now  in  a  position  to  explain  the  difiFerence 
between  the  terms  "  Action "  and  "  Prosecution." 
Should  it  be  desired,  and  legally  possible,  to  regard 
a  wrong  as  a  "  Tort,"  or  civil  injury,  and  to  seek 
redrcss  in  damages  or  restitution,  then  the  pro- 
cedure will  be  by  way  of  "Action"  in  a  Civil  Court. 
On  the  other  hand,  should  it  be  decided,  or  only 
legally  possible,  to  treat  the  wrong  as  a  *'  Crime,"  and 
to  secure  its  punishment,  the  procedure  will  be  by 
way  of  a  "  Prosecution  "  in  a  Criminal  Court. 

The  mode  of  the  *'  Prosecution"  will  depend  on 
whether  the  crime  in  question  is  an  "  Indictable 
Offence  " — i.e.,  such  as  may  be  the  subject  of  an 
indictment  before  a  grand  jury — or  not.  Should 
it  be  of  the  former  description,  then — in  most 
cases  after  a  preliminary  investigation  before 
Justices  or  a  Magistrate,  in  order  to  see 
whether  the  accused  should  be  committed  for 
trial  or  not — a  "  Bill  of  Indictment "  or  formal 
written  accusation  will  be  presented  against 
him  before  a  grand  jury,  either  at  the  Assizes  or 
Quarter  Sessions,  to  be  followed,  in  the  case  of  the 
grand  jury's  finding  a  "true  bill,"  by  a  trial  before 
a  Judge  and  jury.  Where  the  crime  is  of  a  non- 
indictable nature,  the  trial  will  take  place  sum- 
marily— i.e.,  the  prisoner  will  be  tried  before  two 
or  more  Justices,  or  a  Stipendiary  Magistrate, 
without  the  intervention  of  a  jury. 


IRIleeftIs  Vlotes. 


*<iBeorporated  **    1°  ^^'^  ^^^  Reports  this  week  will  be 

AeoovnteDta.      found  an  account  of  the  hearing  of  a 

cross-motion  before    Mr.  Justice  Warrington  in  The 


Society  of  Accountants  and  Auditors  v.  The  London  Asso- 
ciation  of  Accountants,  which  will  be  found  of  consider- 
able interest. 


Jl  LltUa  Btady  In  The  Hanley  magistrates,  in  the  course 
Kamadlai.  of  a  recent  decision,  are  reported  to 
have  said  that  "anyone  who  objects  to  riding  in  an 
"  overcrowded  tramcar  has  his  own  remedy — he  can 
**  get  out."  Commenting  on  this  point,  The  Financial 
News  humorously  remarks,  "  Similarly,  anybody  who 
"  objects  to  burglars  has  his  own  remedy — he  can  give 
"  up  housekeeping.  How  simple  these  things  are  when 
"  the  light  is  turned  upon  them !  ** 


Portion  It  is  not  in  every  country  that  the  truly 
Oompaniei.  British  policy  obtains  of  allowing 
foreign  companies  not  incorporated  under  their  own 
laws  to  trade  without  let  or  hindrance  with  the  benefit 
of  limited  liability,  and  without  complying  with  pro- 
visions which  Parliament  has  declared  to  be  necessary 
for  the  protection  of  investors  and  Creditors.  For 
instance,  of  late  Belgium  has  been  somewhat 
embarrassed  by  the  increasing  number  of  foreign 
companies  carrying  on  business  in  Brussels,  and  as  a 
result  a  Bill  has  been  introduced  in  the  Belgian  Par- 
liament for  levying  a  tax  of  2  per  cent,  on  the  profits 
of  these  companies.  Our  contemporary  The  Financial 
News,  commenting  upon  the  facts,  inquires  why,  if 
Belgium  does  not  want  these  companies,  it  does  not 
prohibit  their  advent  altogether  ?  We  may  point  out, 
however,  that  without  going  so  far  as  this  it  is  con- 
ceivable that  the  Belgian  Government  may  be  at  a 
loss  to  understand  why  in  the  name  of  all  that  is 
reasonable  these  companies  should  expect  to  receive 
all  the  benefits  of  residence  in  their  country  without 
contributing  their  quota  towards  the  expenses  of  its 
upkeep. 


Maw  OompanlM 


It  is,  of  course,  settled  law,  so  far  as 


and  PMUmlnary  this  country  is  concerned,  that  there  is 
KNttnanto.  ^q  obligation  whatever  upon  the  part 
of  a  new  company  to  adopt  any  contract  that  may  have 
been  entered  into  by  trustees  on  its  behalf  prior  to  its 
incorporation ;  and  indeed  it  is  clear  that  the  directors 
of  such  a  company  ought  in  all  cases,  before  adopting 
provisional  contracts,  to  examine  them  and  arrive  at 
an  independent  judgment  as  to  whether  they  be  advan- 
tageous from  the  point  of  view  of  the  company.  This 
duty  falls  upon  directors,  even  although  the  company's 
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articles  of  association  may  expressly  authorise  or 
require  the  directors  to  adopt  the  cod  tract  in  question. 
In  the  United  States,  however,  we  understand  that 
the  rule  is  much  more  lax,  and  is  distinctly  in 
favour  of  holding  the  company  liable  on  a  contract 
of  date  prior  to  its  registration  wherever  that 
contract  has  been  ratified  or  adopted,  which  ratification 
or  adoption  may  be  shown  either  by  express  resolution 
of  the  managing  body  or  by  accepting  the  benefits  or 
fruits  of  the  contract.  Such  a  doctrine  is,  of  course, 
extremely  dangerous  to  shareholders,  in  that  it  may  in 
many  cases  make  the  directors,  whom  they  naturally 
look  upon  as  their  protection  from  the  rapacity  of 
company  promoters,  powerless  to  save  them  from 
the  consequences  of  an  altogether  improvident  bargain. 
At  the  same  time  it  may  perhaps  be  questioned  whether 
the  American  practice  is,  after  all,  so  very  different  from 
the  British,  and  whether  the  duty  of  forming  an  inde- 
pendent judgment  imposed  by  law  upon  the  English 
director  is  one  which  imposes  any  very  serious  restraint 
upon  his  judgment,  or  any  serious  liability  upon  his 
pocket. 


Maniclpal  On  the  question  of  comparison  between 
Proilii.  the  profits  of  municipal  corporations 
and  of  similar  undertakings  owned  by  private 
capitalists,  our  contemporary  Tlte  Municipal  Journal 
states  that  anti-municipal  traders  ignore  the  all- 
important  question  of  charges,  and  insist  on  testing 
the  municipal  electricity  or  gas  works  by  its  Balance 
Sheet,  never  comparing  charges,  but  always  profits.  We 
entirely  agree  that  for  any  fair  comparison  to  be  made 
it  is  important  to  bear  in  mind  the  price  charged  for 
the  commodity  as  well  as  the  profits  claimed  to  have 
been  earned  by  its  supply,  but,  if  our  recollection  serves 
us,  the  chief  complaints  that  have  been  raised  against 
municipal  trading  undertakings  have  not  been  so  much 
that  their  paper  profits  are  less  than  those  of  privately- 
owned  undertakings  as  that  their  true  profits  have 
been  less  than  their  paper  profits.  This  all-important 
issue  certainly  ought  not  to  be  obscured  by  the  wholly 
irrelevant  one  of  a  comparison  of  the  prices  charged 
for  the  service.  We  may  add  that  if  any  privately- 
owned  undertaking  cares  to  supply  a  commodity  in 
general  request,  such  as  gas  or  electricity,  at  less  than 
cost,  the  general  public,  as  opposed  to  the  investors  in 
that  particular  enterprise,  have  certainly  no  right  to 
complain,  for  the  ordinary  principles  of  unfair  com- 
-^etition  do  not  apply,  in  that  competition  is  virtually 


non-existent.  But  it  a  local  authority  supplies  such 
commodity  at  less  than  cost,  the  ratepayers  have 
undoubtedly  a  right  to  complain,  because  in  the  long 
run  the  loss  must  inevitably  fall  upon  them  or  theit 
successors ;  and,  if  they  take  a  proper  view  of  their 
responsibility,  it  is  certainly  due  to  them  to  safeguard 
their  successors  against  losses  arising  in  their  time 
which  have  been  concealed  by  improper  accounting. 


Post  Office  Replying  recently  to  a  question  in  the 
Savings  Bank.  House  of  Commons  by  Dr.  Macnamara, 
the  Postmaster- General  delivered  a  written  answer, 
from  which  we  gather  that  the  total  amount  due  to 
depositors  in  the  Post  Office  Savings  Bank  at  the  31st 
December  1905  was  estimated  to  have  been  ;f  152,1 13,000. 
The  exact  figures  cannot,  of  course,  yet  be  given,  but 
the  estimate  is  probably  fairly  accurate.  The  amount 
of  Consols  held  on  account  of  the  fund  at  the  date 
mentioned  was  ;f6o,7i5,i40,  the  average  price  bein^ 
;f  102  i6s.  5d.  per  cent.  It  is  remarked  that  the  pre- 
paration and  publication  of  the  Balance  Sheet  con- 
taining a  valuation  of  the  securities  held  by  the  Post 
Office  Savings  Bank  was  discontinued  in  accordance 
with  the  recommendations  of  the  Select  Committee  of 
1902,  who  considered  such  a  return  to  be  misleading, 
and  Mr.  Buxton  states  that  he  is  not  aware  of  any 
sufficient  reason  for  reversing  that  decision.  We  are 
told  that  the  deficiency  in  the  Income  Account  for  the 
year  ended  31st  December  1905  is  estimated  at  ;f  92,032. 
The  system  of  withdrawals  on  demand,  which  came 
into  force  on  the  31st  July  1905,  has  been  found  to  be 
of  great  convenience  to  small  depositors,  and  the  total 
amount  withdrawn  under  the  system  to  the  end  of  the 
year  was  ;f  1,270,163. 


•w    ...  Before  the  Institute  of  Bankers,  last 

The  JUien 

Gompany  in  week,  Mr.  Harold  G.  Brown  delivered 
England.  ^  most  interesting  lecture  dealing  with 
the  position  of  foreign  banking  and  other  companies  in 
England,  a  full  report  of  which  appeared  in  Tht 
Financial  Times.  The  lecturer,  at  the  outset,  pointed 
out  that  from  early  times  encouragement  has  been  given 
to  foreign  traders  and  manufacturers  in  the  establish- 
ment here  of  their  businesses,  and,  gradually,  aliens 
have  been  relieved  of  the  restrictions  and  limitations 
originally  imposed  upon  them,  until,  since  1870,  they 
have  become  entitled  to  all  the  rights  and  immonities 
of  citizens  with  a  few  unimportant  exceptions.    The 
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only  matter  in  which  the  foreigner  had  any  ground  for 
complaint  was,  Mr.  Brown  thought,  in  respect  of 
income-tax,  where  he  had  been  unduly  penalised.  The 
following  appear  to  be  the  grounds  upon  which  Mr. 
Brown  relies : — 

'*  If  the  manafactured  prcxiucts  of  his  business  be  sold 
in  this  country,  he  has  to  bear  income-tax  charged  upon 
the  difference  between  the  selling  price  in  this  country 
and  the  cost  price  to  him  of  the  article  sold,  and  this, 
although  in  many  cases  the  difference  between  the  selling 
price  of  that  article  at  the  port  of  shipment  to  England 
and  the  selling  price  in  London  would  be  little  more  than 
the  cost  of  freight,  insurance,  warehouse  expenses,  and 
selling  commission  which  he  has  to  pay,  and  although 
he  is  often  subjected  in  his  own  country  to  a  heavy  and 
in  some  cases  an  oppressive  income-tax  upon  the  entire 
profits  of  his  business." 

As  regards  the  extent  to  which  foreign  companies  exist 
in  this  country  it  was  pointed  out  that  the  number 
of  foreign  banking  concerns  carrying  on  business  in  the 
United  Kingdom  exceeds  48,  with  a  paid-up  capital  of 
jf  108,000,000.  As  to  the  position  of  British  companies 
abroad,  in  no  instance  are  they  exempt  from  local 
restrictions  or  disabilities  arising  from  the  law  of  the 
country  where  they  operate,  while  in  some  cases  extra 
restrictions  are  placed  on  them.  Any  reform,  there- 
fore, of  our  own  laxity  will  not  lack  precedent.  Illus- 
trative of  the  manner  in  which  the  foreign  company  is 
free  from  the  special  limitations  imposed  upon  an 
English  corporation,  it  was  stated  that  such  a  company 
caa  trade  in  England  without  in  any  way  disclosing 
that  it  is  a  limited  company !  In  the  way  of  remedies 
for  existing  abuses  the  lecturer  suggested  that  all 
foreign  companies  should  be  compelled  to  add  the  word 
**  limited  **  after  the  firm  name,  a  registered  office  in  this 
country  should  be  compulsory,  copies  of  the  charters  of 
incorporation  should  be  filed  at  Somerset  House,  in 
addition  to  statements  of  capital  and  lists  of  members. 
The  winding-up  rules  and  regulations  should  be  made 
to  apply  to  these  concerns,  and  prospectuses  issued  in 
England  by  foreign  companies  should  be  brought  within 
reach  of  the  1900  Act.  Mr.  Brown  is  a  little  doubtful 
as  to  the  practicability  of  enforcing  compliance  with  a 
short  amending  Act  on  these  lines,  but  expresses  a  hope 
that  this  might  be  overcome.  We  shall  doubtless 
shortly  have  the  report  of  the  Departmental  Committee 
wliich  was  appointed  some  time  ago  to  inquire  into  the 
amendments  that  may  be  necessary  in  the  Acts  relating 
to  joint-stock  companies,  for  the  Exchange  Telegraph 
Company  states  that  not  more  than  three  or  four 


sittings  will  be  necessary  in  order  to  bring  their  investi- 
gations to  a  close.  It  is  said  that  the  Committee  have 
circulated  a  large  number  of  interrogatories  among  the 
various  Chambers  of  Commerce  throughout  the  country, 
and  hence  Mr.  Brown's  point  will  probably  not  have 
been  overlooked. 


Should  ChequM  I^  ^s  reported  that  the  cheques  of  the 
be  Altered?  Sheffield  and  Hallamshire  Bank  now 
bear  the  words  *'  this  cheque  must  not  be  altered  from 
order  to  bearer,"  the  idea  being  presumably  to  dis- 
courage the  alteration  of  "  order  "  cheques  to  "  bearer" 
cheques  by  initials  or  signature.  Many  banks  stipulate 
that  where  such  alteration  is  made  it  shall  be  verified 
by  the  signature  and  not  by  the  initials  of  the  drawer,  but 
in  practice  cheques  are  constantly  altered  as  indicated, 
and  verified  only  by  initials  which  are  very  often 
difficult  to  substantiate.  Instances  have,  of  course, 
occurred  where  the  initials  have  been  forged,  and  the 
bank  paying  the  cheque  has  been  made  to  suffer. 
The  most  interesting  point  is  as  to  whether  a  banker 
would  be  justified  in  refusing  payment  of  a  cheque 
which  had  been  altered  from  **  order  "  to  **  bearer," 
provided  the  alteration  had  been  duly  verified.  On 
the  answer  to  this  question  depends  the  usage  which 
is  sought  to  be  established  as  between  banker  and 
customer.  It  would  be  interesting  to  hear  our  readers' 
opinions  on  the  point. 


Amerlean  Particulars  have  appeared  in  the  New 
Auurance  York  press  of  the  report  of  the  Joint 
Companies.  Legislative  Committee  appointed  by 
the  State  of  New  York  to  investigate  the  affairs  of  life 
insurance  companies.  The  report,  which  was  accom- 
panied by  eight  Bills  designed  to  carry  into  effect  the 
recommendations  of  the  Committee,  is  of  too  lengthy  a 
nature  to  be  reproduced  in  full.  The  main  points  of 
the  Bill  amending  the  general  insurance  law  are  as 
follows : — Officers  and  directors  of  companies  shall  not 
be  interested  in  any  sale  or  loan  in  which  the  company 
is  interested,  except  in  relation  to  policies  they  them- 
selves hold.  All  violations  of  insurance  law  are  made 
punishable  as  misdemeanours.  Every  life  policy  must 
contain  the  entire  contract  between  the  insured  and 
the  company,  and  statements  of  the  insured  are  to  be 
deemed  "  representations,"  and  not  "  warranties." 
Provision  is  made  for  ascertaining  the  surplus  of 
revenue,  limiting  the  amount  of  contingent  reserve,  and 
compelling  the  distribution  of  all  surpluses  annually, 
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either  in  cash  or  extended  insurance,  at  the  option  of 
the  poUcy-holders.  As  regards  the  election  of  directors, 
lists  of  all  policy-holders  of  one  year's  standing,  to  the 
amount  of  $1,000,  are  to  be  filed  five  months  before 
election.  It  is  rather  surprising  to  note  that  new 
business  is  limited  on  a  percentage  basis,  the  general 
maximum  prescribed  being  $150,000,000  a  year.  The 
expenses  of  the  companies  are  limited,  and  all  salaries 
above  $5,000  must  be  fixed  by  the  board  of  directors. 
In  addition  to  this,  any  policy-holder  may  cause  an 
examination  of  the  company's  affairs  if  the  Superinten- 
dent of  Insurance  believes  the  facts  to  be  sufficient 
to  warrant  it.  It  will  be  seen  that  the  suggested 
legislation  is  fairly  drastic,  but  from  all  accounts  the 
companies  have  only  themselves  to  blame.  Another 
Bill  recommends  that  no  investment  in  the  stock  of 
any  corporation  shall  be  permitted  except  in  public 
stocks  of  municipalities.  That  no  loans  should  be 
made  upon  stocks  and  bonds  which  are  not  the  subject 
of  purchase  under  this  provision,  and  that  every 
company  now  owning  stocks  or  bonds  of  the  prohibited 
classes  shall  be  required  to  dispose  of  them  within  five 
years  from  the  31st  December  1906.  Perhaps  the  most 
drastic  recommendation  is  that  which  deals  with  the 
prevention  of  contributions  by  the  officers  of  insurance 
companies  to  political  funds.  The  report  states  that 
enormous  sums  have  been  expended  for  such  purposes, 
and  that  "the  conduct  of  the  officers  has  created  a 
*' widespread  conviction  that  large  portions  of  the 
"  policy-holders'  money  have  been  dishonestly  used." 
If  this  severe  cleansing  of  the  stables  does  not  entirely 
remove  all  causes  of  complaint,  it  seems  impossible  to 
suggest  any  other  remedies. 


The  Loodoo  Court  A  dinner  was  held  on  Monday  last  to 
of  Arbltrailoo.  celebrate  the  reconstitution  of  the 
London  Court  of  Arbitration  under  the  joint  auspices 
of  the  Corporation  of  London  and  the  London  Chamber 
of  Commerce.  It  appears  to  be  hoped  that  the  amalga- 
mation of  the  two  undertakings  will  have  the  effect 
of  galvanising  them  into  life,  and  of  substituting 
arbitration  for  litigation  as  a  means  of  settling  com- 
mercial disputes.  As  we  have  already  pointed  out  in 
these  columns  more  than  once,  however,  arbitration  is 
very  largely  resorted  to  already  in  all  suitable  cases, 
but  a  business  of  this  description  is  not  very  likely 
to  be  absorbed  by  a  tribunal  which,  while  possessing 
all  the  disadvantages  of  publicity  and  of  formaUty, 
which  tend  to  embitter  the  dispute,  does  not  provide 


those  elements  of  a  final  settlement  which  a  judicial 
decision  alone  can  give.  In  expressing  this  view  we 
are  in  no  sense  belittling  the  principle  of  arbitration, 
which  is  well  known  and  very  generally  appreciated. 
What  we  point  out  is  that  a  quasi-public  tribnnal  which 
possesses  all  the  disadvantages  of  both  arbitration  and 
litigation,  with  hardly  any  of  the  merits  of  either, 
is  hardly  likely  to  receive  more  support  in  the  future 
than  in  the  past. 


The  eighteenth  annual  general  meet- 
Quwnuito^^Dd     i°g  of  the  Law  Guarantee  and  Trust 
Trait  Soeiety,     Society,  Lim.,  was  held  last  month, 
''*"•  when  the  accounts  for  the  year  ended 

31st  December  last  were  submitted,  and  approved. 
These  showed  a  credit  balance  of  ;f35,743  on  Revenue 
Account,  of  which  jf  5,000  was  transferred  to  General 
Reserve  Fund,  and  ;f  8,000  to  the  Reserve  for  Claims  in 
Suspense.  A  dividend  which  (including  the  interim 
dividend  paid  in  June)  is  equivalent  to  10  per  cent,  for 
the  year,  free  of  income  tax,  was  paid,  and  ;f25»^35 
carried  forward.  Many  accountants  question  the 
desirability  of  provision  for  unexpired  risks  being 
included  in  the  General  Reserve  Fund.  The  fact, 
moreover,  that  the  investments,  appearing  at  jf 2 15,200, 
are  taken  at  or  below  cost  gives  little  or  no  indication 
of  the  true  value  of  the  item  at  present.  But  we  may 
add  that  it  is,  of  course,  practically  impossible  for  the 
annual  Balance  Sheet  of  an  undertaking  carrying  on 
a  business  of  this  description  to  distinctly  state  its 
financial  position,  and,  therefore,  latitude  must  be 
given. 


-w  -  ^.   .  w  ..     The  Council  of  the  Institute  has  upon 
The  Bufeject  Matter  ^ 

of  Accountante'  more  than  one  occasion  expressed  the 
Certlfloatei.  yiew  that  it  is  improper  for  account- 
ants to  give  certificates  foretelling  future  profits 
upon  the  basis  of  past  profits,  or  certificates  to 
be  used  for  advertising  purposes  by  outside  stock- 
brokers. Our  attention  has  been  called  to  an  advertise- 
ment recently  issued  by  a  financial  contemporary, 
which  takes  the  form  of  a  facsimile  of  a  letter  from  its 
auditors,  a  firm  of  Chartered  Accountants,  in  which  they 
certify  as  to  the  character  of  its  subscribers  and  as  to 
the  aggregate  and  average  value  of  investments  which 
upwards  of  one-third  of  the  subscribers  are  said  to  have 
placed  on  our  contemporary's  investment  register  for 
the  purpose  of  receiving  advice  thereon.    We  make  no 
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reflection  whatever  upon  the  standing  of  the  paper  in 
question,  or  of  the  firm  employed  as  its  auditors,  but 
we  may  say  that  it  seems  to  us  that  matters  of  this 
kind  are  not  suitable  subject-matter  for  an  accountant's 
certificate,  and  that  certificates  so  issued  are  open  to 
the  objection  of  being  regarded  as  advertisements  of 
the  accountants  concerned  as  well  as  of  their  clients. 


The  WMt  of  The  nineteenth  annual  general  meet- 
I  OfflM,  ^^S  o^  ^^6  shareholders  of  the  West  of 
Scotland  Insurance  Company,  Lim., 
was  held  at  Glasgow  last  month,  when  the  accounts  to 
31st  December  1905  were  submitted  and  approved,  and 
a  dividend  of  10  per  cent,  per  annum  free  of  income- 
tax  declared,  after  adding  ;£'4,ooo  to  the  Reserve  Fund, 
thereby  increasing  it  to  ;f30,ooo.  Appended  to  the 
accounts  is  a  summary  of  the  working  for  the  past 
nineteen  years,  showing  a  total  income  from  all  sources 
of  ^£^294,235,  of  which  46-9  per  cent,  was  absorbed  in 
losses,  30*7  per  cent,  in  expenses  (including  commission 
and  preliminary  expenses),  leaving  22*4  per  cent,  as 
profit.  Of  this  approximately  10  per  cent,  has  been 
distributed,  10  per  cent,  transferred  to  Reserve  Fund, 
and  the  remaining  2*4  per  cent,  carried  forward. 


.^    ^  In    the  recently  is:ued  accounts    of 

Omitted  from      Jeremiah  Rotherham  &  Co.,  Lim.,  we 
'*••''•  observe    a    note    appended    to    the 

Balance  Sheet  to  the  effect  that  goods  for  the  spring 
trade,  and  in  course  of  delivery,  are  not  included  in 
the  trade  liabilities,  nor  in  the  stock.  This,  it  seems  to 
us,  is  an  excellent  way  of  drawing  attention  to 
the  fact  that  the  Balance  Sheets  of  many  under- 
takings carrying  on  a  similar  business  are  not  literally 
correct ;  that  is  to  say,  parcels  of  goods  for  the  new 
season's  trade  which  have  actually  been  delivered  on 
the  business  premises  are  omitted  from  the  stock-in- 
trade  and  from  the  trade  liabilities.  The  practice  is 
convenient  as  showing  more  clearly  the  amount  of  tlie 
old  season's  stock  unsold,  and  as  enabling  the  stock- 
taking to  be  completed  more  expeditiously.  It  is, 
however,  of  course,  theoretically  inaccurate,  in  that 
both  the  assets  and  the  liabilities  are  understated,  and 
unless  considerable  care  is  exercised  there  is  the 
possible  risk  of  a  parcel  of  goods  being  included  in  the 
stock  when  the  corresponding  invoice  is  not  included 
among  the  liabilities.  So  long,  however,  as  reasonable 
care  is  exercised,  and  so  long  as  such  a  foot-note  is 
appended  to  the  Balance  Sheet,  the  practice  seems  to 
be  entirely  unobjectionable. 


.    ^     We  are  inclined  to  think  that   our 
JUtor-aequired  ,     tt    r      o  «      i. 

Proporty  of  a      correspondent  "  L.  H.  L.  S.,    whose 

Bankrupt.  letter  we  reproduced  last  week,  does 
not  fully  appreciate  the  principles  of  the  la^  relating  to 
the  after-acquired  property  of  an  undischarged  bankrupt. 
We  would  accordingly  recommend  him  to  carefully 
study  the  subject  in  one  of  the  leading  text-books,  or 
our  past  volumes.  Stated  quite  shortly,  the  after- 
acquired  property  of  an  undischarged  bankrupt  is  his 
own,  for  him  to  deal  with  in  any  way  that  he  may 
think  fit  until  the  trustee  intervenes.  Upon  his  inter- 
vention, the  bankrupt  may  surrender  his  claim  or  the 
Court  will  adjudicate  thereon,  but  all  transactions 
entered  into  by  the  bankrupt  prior  to  such  interven- 
tion will  be  respected  by  the  Court.  We  gather  from 
our  correspondent's  statement  of  the  facts  that  in  the 
case  under  consideration  the  bankrupt  has  assigned 
his  interest  in  the  subject-matter  of  the  dispute  prior 
to  the  intervention  of  the  trustee.  If  that  be  so,  we 
think  that  it  may,  for  all  practical  purposes,  be  taken 
that  the  assignment  is  good. 


Aooountancy  io  It  may  be  of  interest  to  our  readers  to 
AuttraUa.  learn  that  the  Heralds'  College  has 
issued  a  coat  of  arms  for  the  accountants  in  Australia, 
which  has  been  duly  forwarded  through  the  Colonial 
Office  to  the  representatives  of  the  different  States.  As 
we  had  foreseen,  the  application  of  the  Victorian 
accountants  for  a  Royal  Charter  of  incorporation  has 
not  been  granted,  doubtless  because  there  is  no  very 
apparent  reason  for  selecting  Victoria  for  special  treat- 
ment. If  the  Societies  in  the  various  States  can  agree 
upon  a  reasonable  scheme  of  federation,  no  doubt  a 
charter  of  incorporation  will  be  granted,  and  it  might 
then  serve  some  useful  purpose. 


Auditon*  It  is  reported  that  at  the  recent  half- 
OertillcatM.  yearly  meeting  of  the  North  Wales 
Quarries,  held  on  the  premises  of  the  Co-operative 
Wholesale  Society,  Manchester,  the  auditor's  state- 
ment was  read  to  the  effect  that  had  the  stocks  been 
valued  according  to  the  price  list  which  prevailed 
during  the  December  half-year,  instead  of  by  the  list 
which  came  into  operation  on  the  ist  January  last, 
the  Trading  Account  would  have  shown  a  profit  of 
;f  298,  instead  of  ;f  30  as  recorded  by  the  directors  in 
their  report.  This  may  be  interesting  reading,  but 
surely  anyone  save  the  auditor  of  a  co-operative 
society  would  know  that  such  statements  are  outside 
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tbe  scope  of  kn  Auditor's  report,  and  can  only  have 
a  mischievous  effect.  If  the  accounts,  with  the  stocks 
properly  valued,  showed  a  trading  profit  of  £^0  only, 
nothidg  but  misunderstanding  can  result  from  the 
statement  that  had  they  been  valued  differently  a 
profit  of  nearly  ten  times  as  much  might  have  been 
shown.  It  is,  doubtless,  admitted  that  the  ;f 30  is  the 
correct  figure,  and  that  being  so  no  useful  purpose  can 
possibly  be  served  by  sugg^esting  any  alternative  figure 
in  its  place. 

Company  With  further  reference  to  the  inquiry 
Praotloe.  from  **  T.  E.  A.,"  whose  letter  under  the 
above  headiog  appeared  in  our  Correspondence 
columns  last  week,  executors  are  entitled,  without 
transfer,  and  (generally)  without  payment  of  any  fee, 
to  have  the  grant  of  probate  registered,  which  will 
enable  them  to  subsequently  secure  registration  of  a 
transfer  executed  by  them  as  transferors  of  the  shares 
formerly  standing  in  the  name  of  the  deceased.  But  if 
they  wish  to  have  those  shares  transferred  absolutely 
into  their  name  as  beneficiaries,  a  transfer  must  be 
registered  in  the  usual  way,  executed  by  the  executors 
in  their  representative  capacity  as  transferors,  and  by 
them  in  the  capacity  of  beneficiaries  as  transferees. 


tforrespondetioe  atiD  EiHiiiirtes* 


All  commaiilcatlons  to  the  Editor  «lioald  be 
by  letter  only. 


iWe  are  at  all  tinus  ready  to  insert  correspondence  on 
matters  of  interest  to  the  Profession^  but  we  do  not  of  courst 
hold  ourselves  in  any  way  responsible  for  the  opiniom 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  Iciest  by  Wednesday 
afternoon;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents,  not  necessarily  fot 
publication,  but  as  a  guarantee  of  good  faith,} 


Our  Portrait  Qaflery. 

(T0  the  Editor  of  The  Accountant,) 
Sir, — I  shall  be  obliged  if  you  will  allow  me,  through 
the  medium  of  your  valuable  paper,  to  make  a  request 
on    behalf    of  several    accountants    and    accountant 
students. 

Your  numerous  readers  must  have  viewed  with 
satisfaction  the  reproduced  photographs  of  those  leaders 
of  accountancy  which  have  appeared  in  The  Accountant 


during  the  past  two  years,  and  it  is  in  the  same  spirit 
of  appreciation  that  I  wish  to  request  you  to  give  us  the 
pleasure  of  adding  to  the  present  collection  the  photo- 
graph of  Mr.  G.  van  de  Linde,  F.C.A. 

I  am  sure  that  Mr.  van  de  Linde's  ardent  support  of 
the  interests  of  the  profession  should  give  to  every 
reader  of  The  Accountant  a  desire  to  include  his  photo- 
graph amongst  those  which  have  already  appeared. 

If  there  is  any  further  inducement  needed  to  sup. 
port  my  request,  I  would  desire  to  draw  attention  to 
Mr.  G.  van  de  Linde's  great  work  for  the  "  Chartered 
Accountants'  Benevolent  Association,"  his  position  as 
auditor  to  "  The  Institute  of  Chartered  Accountants," 
and  the  ready  aid  and  genial  patronage  which  he  affords 
to  articled  clerks,  and  students*  societies. 

I  trust  that  my  request  will  meet  with  your  hearty 
approval. 

Yours  faithfully, 

COMMUNE  BONUM. 


Licenses  and  Compensation. 

(To  the  Editor  of  The  Accountant.) 
Sir, — As  a  weekly  reader  of  The  Accountant  I  shall 
be  obliged  if  you  will  enlighten  me  on  the  following 
points : — 

Can  a  lessee  of  a  licensed  public-house  who  holds  an 
unexpired  term  of  twenty  years  on  the  property  deduct 
the  proportion  of  the  Compensation  Fund  Charge 
(Licensing  Act,  1904)  from  the  ground  rent — no  rent 
being  paid  ?  Also,  in  the  event  of  a  lessee  paying  rait 
and  ground  rent  on  a  similar  property,  can  he  deduct 
the  proportion  of  the  Compensation  Fund  Charge 
from  both  rents  ? 

I  am,  yours  faithfully, 

Pontypridd,  12th  March  1906.  E.  W.  GALL. 


Claim  as:ainst  Safeties.— LacAes. 

(To  the  Editor  of  The  Accountant.) 
Sir,— I  should  be  greatly  obliged  if  you,  or  any  of 
your  readers,  could  refer  me  to  reports  of  a  few  of  the 
most  recent  cases  in  England  or  the  Colonies  where 
sureties  for  a  collector  of  rates  who  has  embezzled 
moneys  collected  by  him  have  contested  their 
liability,  seeking  to  prove  ladies  on  the  part  of  the 
municipal  or  other  authority. 

I   wish  particularly  to  obtain  a  copy  of  a  report  of 
a  case,  if  there  ha^.b^en^  gu^^Qg[^here  the 
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sureties  were  private  persons,  some  of  whom  have 
entered  into  recognisances  to  H.M.  the  King,  and 
some  into  ordinary  bonds  to  the  municipal  or  other 
authority. 

I  am,  Sir,  yours  faithfully, 

GIBELTARIK. 


Registration  for  the  ProfeMlon. 

(To  the  Editor  of  The  Accountant.) 
Sir, —  Your  leaders  on  "  Competition  between 
Accountants"  and  "Associations  of  Accountants" 
have  afforded  me  interesting  reading,  and  I  am  quite 
of  the  same  opinion  as  your  correspondent  Mr.  R. 
Slater  Windle,  that  it  is  high  time  some  steps  were 
taken  for  the  registration  of  the  profession. 

I  am  an  unattached  accountant  practising  in  part- 
nership with  a  Fellow  of  the  Institute,  and  since  I 
commenced  on  my  own  account,  a  little  over  two  years 
ago,  I  have  always  endeavoured  to  maintain  a  high 
standard  of  efficiency,  as  well  as  professional  conduct ; 
and,  having  regard  to  my  partnership,  I  am  now  prac- 
ticaUy  working  as  though  I  were  subject  to  the  control 
of  the  Institute. 

Your  previous  correspondents  upon  this  subject  have 
been  mostly  members  of  the  Institute,  and  perhaps  my 
views  as  a  non-member  may  be  interesting  to  your 
readers. 

In  my  opinion  registration  to  be  of  any  real  service 
must  not  only  seek  to  prevent  unregistered  persons 
practising  as  accountants,  but  must  also  grant  to 
registered  persons  some  monopoly;  and  it  is  obvious 
that  the  scheme  must  be  reasonable  and  not  be  a  bar 
to  bond  fide  practitioners,  not  being  members  of  the 
Institute  or  Society  (we  will  not  here  refer  to  members 
of  the  recently-formed  bodies),  continuing  their  work, 
and  upon  such  a  basis,  and  with  a  united  firont,  there 
should  be  no  difficulty  in  obtaining  some  satisfactory 
legislative  measure. 

Like  your  correspondent  Mr.  Windle,  I  have  met 
with  cases  of  "  House  Agents  and  Accountants,"  &c., 
and  there  can  be  little  doubt  that  the  object  in  a  great 
number  of  these  cases  is  to  reap  any  benefits  that  may 
accrue  when  the  day  of  registration  arrives,  and  it 
must  be  admitted  they  will  be  a  force  that  will  have  to 
be  dealt  with. 

There  is  also  the  question  of  these  newly-formed 
bodies  of  accountants  to  be  dealt  with,  and  there  can 
be  little  doubt  but  that  age  will  strengthen  their  cases 


Taking  the  general  situation  into  consideration  it 
must  be  obvious  that  procrastination  is  making  the 
solution  more  difficult,  and  less  favourable  to  the 
members  of  the  Institute  and  Society ;  and  it  is  for 
these  two  bodies  to  settle  their  grievances,  which,  in  my 
opinion,  are  now  more  imaginary  than  real,  and  promote 
some  scheme  of  legislation,  otherwise  some  legislative 
measures  may  be  forced  upon  them,  as  the  matter  is 
not  only  one  for  the  protection  of  a  profession,  but  for 
the  protection  of  the  general  public,  especially  the 
investing  portion  of  it. 

I  now  respectfully  submit  my  proposals : — 

(i)  That  the  State  should  recognise  accountancy  as 
a  profession,  and  for  the  public  safety  protect  it 
by  excluding  persons  not  eligible  for  member- 
ship. 

(2)  That  a  certain  monopoly  should  be  created 
giving  to  the  profession  certain  work,  and 
making  it  unlawful  for  others  to  execute  such 
work.  (In  this  too  much  should  not  be  expected.) 

(a)  Auditorships  of  all  companies  formed 
under  the  Companies  Acts,  by  Royal 
Charter,  &c. 

(6)  Of  all  co-operative,  industrial,  friendly, 
and  building  societies. 

(c)  Of  all  banks,  insurance  companies,  &c. 

(d)  That  no  person  other  than  "Certified 
Accountants"  be  allowed  to  certify  in  any 
way  any  Balance  Sheet  or  Profit  and  Loss 
Account,  whether  of  a  company  or  private 
trading  firm. 

(e)  That  no  person  other  than  a  **  Certified 
Accountant "  be  allowed  to  hold  himself 
out  as  an  accountant,  and  practise  as 
such. 

(It  would  appear  undesirable  to  seek 
any  monopoly  in  trusteeships  and  liquida- 
tions, as  this  would,  I  am  afraid,  meet 
with  opposition  from  the  legal  profession.) 

(3)  That  the  admission  of  members  and  control  of 
them  be  vested  in  a  Committee  appointed  by 
the  members  themselves,  and  that  local  "  Dis- 
ciplinary Committees  "  be  formed  for  the  more 
effective  supervision  of  the  conduct  of  members. 

(4)  The  system  of  premiums  should,  I  maintain,  be 
abolished  or  a  limit  fixed,  and  a  fee  should  be 
payable,  say,  fifty  guineas,  for  a  practice  certi- 
ficate, and  a  renewal  fee  of,  say /ten  guineas  per 
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annum.  The  former  shoald  be  payable  to  the 
State  for  the  protection  given  and  monopoly 
created. 

My  objection  to  premiums  is  that  they  are 
often  the  means  of  excluding  capable  thinking 
persons  from  a  profession ;  and,  further,  if  the 
State  granted  any  monopoly  it  is  the  State  that 
should  receive  the  premium,  and  not  the  persons 
who  receive  the  benefits  of  such  monopoly. 

(5)  That  admission  be  by  examinations  which  should 
call  forth  more  effort  of  the  thinking  faculties 
than  of  the  mere  memory.  This  would  more 
effectively  keep  down  the  number,  and  raise 
the  efficiency  of  the  membsrs  than  any  premium 
charging. 

(6)  There  should  be  some  scale  of  costs,  at  least  for 
the  privileged  work,  so  that  charges  could  be 
taxed  when  necessary. 

(7)  The  examinations  to  be  three  in  number : — 

(i)    Preliminary,  or  educational, 

(2)  Intermediate,  which  should  cover  mere 
memory  work. 

(3)  Final,  which  should  occupy  about  a  week 
and  be  of  a  very  practical  character,  and 
call  forth  the  thinking  side  of  the  student 
as  well  as  his  capabilities  for  dealing  with 
intricate  items  of  daily  occurrence. 

The  questions  should  be  problems  taken  from 
actual  practice,  and  text-books,  which  are  avail- 
able in  practice,  allowed. 

(8)  Persons  eligible  as  first  members.  This  is  the 
question  that  probably  presents  all  the  difficulty, 
and  it  will  be  observed  that  in  my  proposition  I 
would  come  in  for  examination,  and  I  think  that 
no  one  who  views  the  profession  as  one  of  learn- 
ing and  who  has  not  already  been  subject  to  the 
examination  test,  should  have  any  objection  to 
proving  his  efficiency  and  qualification  to 
practise  in  this  way. 

It  must  be  remembered  that  it  is  rather 
obnoxious  for  matured  persons  to  commence  the 
ordinary  text-book  studying,  and  it  must  be 
granted  that  the  examinations  as  now  set  would 
require  this,  for  I  venture  to  say  that  quite  a 
large  percentage  of  Chartered  Accountants  of, 
say,  over  thirty  years  of  age  could  not  sit  down 
and  answer  a  recent  Final  paper  with  any 
marked  degree  of  success.    For  this  reason  the 


qualifying  examinations  for  first  membership 
should  be  as  practical  as  possible.  I  suggest 
that  the  following  persons  be  eligible : — 

(a)  All  persons  who  are  members  of  the 
Institute  or  Society  by  examination. 

(b)  All  members  of  these  bodies  who  have  been 
in  practice  for  five  years  previous  to 
registration. 

{c)  Members  of  the  Scottish  and  Irish  Insti- 
tutes who  have  qualified  by  examioation 
and  been  in  practice  in  this  country  for 
twelve  months. 

(d)  All  public  accountants  who  have  been  in 
bond  fide  practice  for  ten  years  previous  to 
registration. 

(e)  All  public  accountants  of  five  years'  bond 
fide  practice  and  pass  St  qualif3rinK 
examination. 

(/)  All  public  accountants  of  two  years'  bond 
fide  practice  who  pass  a  qualifying  exami- 
nation similar  to  the  Final  referred  to  in 
Clause  7. 

(g)  All  public  accountants  of  six  months'  bond 
fide  practice  who  pass  the  Intermediate 
and  Final  Examinations  within  a  period 
of,  say,  eighteen  months. 

There  are  a  number  of  members  of  the 
Society,  and  perhaps  some  of  the  Insti- 
tute, who  have  not  been  admitted  by 
examination,  and  have  never  been  in 
practice,  but  are  attached  to  municipal 
and  similar  bodies,  companies,  &c.,  and 
these  persons  could  not  reasonably  expect 
registration  without  submission  to  some 
examination. 

(9)  All  applicants  to  prove  themselves,  to  the  satis- 
faction of  the  Committee,  proper  persons    to 

'   admit  to  membership. 

(10)  Bond  fide  practice  to  be  clearly  defined  so  as  to 
exclude  persons  who  are  really  canying  on 
business  as  house  agents,  debt  collectors,  &c«, 
and  all  such  cases  should  be  the  subject  of  special 
inquiry,  and  the  applicants  compelled  to  produce, 
if  required,  their  books  for  a  period  of,  say,  three 
years,  and  any  further  evidence  necessary. 

It  would  appear  difficult  to  leave  this  subject  without 
referring  to  the  position  of  accountants'  clerks,  and  I 
think  it  must  be  admitted  that  there  are  quite  a  number 
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of  capable  men  who  deserve  admission,  and  I  have  no  | 
doubt  that  an  arrangement  whereby  they  might  have  to 
pass  examinations  according  to  length  of  service, 
and  prove  their  eligibility  by  testimonials  from  their 
employers,  would  meet  with  approval  from  all  concerned. 
I  trust  my  suggestions  may  call  forth  an  abundance  of 
criticism  with  suggested  improvements  and  further 
ideas,  and  that  the  matter  be  not  allowed  to  drop  until 
the  Councils  of  the  Institute  and  Society  arrive  at  some 
scheme  upon  which  to  take  the  opinion  of  their 
members ;  and  I  venture  to  predict  that  if  the  younger 
members  take  a  reasonable  view  of  the  matter,  and  look 
ahead  rather  than  at  the  past  or  present,  there  would 
be  an  overwhelming  majority  in  favour  of  registration. 
And  if  the  scheme  was  at  all  reasonable  it  would  have 
the  support  of  all  unattached  accountants  who  desire 
to  see  the  profession  raised  to  a  proper  level — the  others 
could  be  safely  ignored — and  with  such  support  the 
desfred  end  would  be  obtained. 

With  an  apology  for  such  an  encroachment  upon 
your  valuable  space, 

Yours  truly, 

UNATTACHED. 


Rights  and  Liabilities  of  Receivers. 

(T0  tki  Editor  of  The  Accountant.) 
Sir, — In  Accountant  Law  Reports,  22nd  February 
1902,  p.  41,  there  is  a  mistake,  due  possibly  tg  a 
printer's  error.  The  judgment  reads,  "  Mr.  Justice 
"  Swinfen-Eady  held  that  the  receiver  was  not  in 
''occupation  or  the  incoming  tenant  of  any  of  the 
'*preQiises,  and  granted  the  injunction  asked  for."  As 
an  injunction  would  only  be  granted  if  the  receiver 
were  either  in  occupation  or  an  incoming  tenant,  there 
would  appear  to  be  some  mistake  somewhere.  I  am 
interested  in  the  point,  and  should  be  much  obliged  if 
you  will  kindly  look  it  up  and  put  it  right.  " 

Yours  truly,  ^ 

12th  March  1906.  DANIEL  PATRICK. 


What  are  Partnership  Profits? 

fTo  thi  Editor  of  The  Accountant.) 

Sir, — I  shall  be  glad  to  have  the  views  of  some  of 
your  readers  upon  the  following  matter  : — 

A  partnership  has  been  formed  to  run  a  certain  busi- 
ness under  the  following  terms :  —  Profits  to  be 
divisible  in  two-thirds  and  one- third' shares;  a  manager 
has  been  appointed  who  receives  ;£'i,ooo  per  annum 


until  such  time  as  the  profits  shall  exceed  the  sum  of 
;f  5,000,  in  which  case  he  is  to  have  25  per  cent,  of  such 
surplus. 

Losses  are  to  be  divided  in  the  same  manner  as 
profits,  the  manager  in  no  case  to  have  to  refund  more 
than  his  25  per  cent.,  which  may  have  been  drawn. 

A  private  Bill  in  Parliament  affecting  this  partner- 
ship business  had  to  be  opposed,  the  costs  of  which 
amounted  to  between  ;^4,ooo  and  j^5,ooo. 

Should  this  amount  be  capitalised,  written  ofif  over  a 
period  of  (say)  four  years,  or  charged  as  a  loss  in  one 
year? 

How  does  the  manager  come  in,  supposing  the 
profits  to  be  j^6,ooo  ?  Is  he  entitled  to  25  per  cent,  of 
the  ;£^i,ooo  before  anything  is  written  off  for  Parlia- 
mentary expenses,  which  were  incurred  before  the 
profits  reached  the  sum  of  ;£^5,ooo  ? 

Hoping  you  will  find  space  in  The  Accountant  for  this 
rather  lengthy  letter, 

Yours  faithfully, 

M.  B.  C. 


Income  Tax. 

(To  the  Editor  of  The  Accountant.) 

Sir, — I  should  be  pleased  to  be  allowed  to  express 
again  my  adhesion  to  the  views  of  Mr.  Herbert 
Edwards,  as  appearing  in  your  last  issue,  on  the  difficult 
question  of  assessment  in  case  of  a  succession  to  a 
business,  under  the  circumstances  narrated ;  it  is 
gratifying  also  to  find  that  the  solution  given  recommends 
itself  to  you  as  editor. 

It  should  be  remembered  that  law,  as  well  as  practice 
in  accordance  with  the  principles  of  accountancy,  enter 
into  the  question  of  "  the  measure  "  of  liability  for  each 
current  year ;  and  that  in  the  correct  interpretation  of 
the  Income  Tax  Acts  many  such  inferences  must  be 
brought  into  play  in  order  to  arrive  at  a  proper  con- 
clusion on  special  cases.  Thus,  there  is  no  direct 
authority  in  the  wording  of  the  principal  Act  for  allow- 
ance of  Schedule  A  assessments  where  the  business 
proprietor  happens  to  be  owner  as  well  as  occupier  of 
the  business  premises ;  nor  is  there  in  respect  of  the 
disallowance  of  the  deduction  of  income-tax  itself  as  a 
trading  charge ;  neither  is  there  in  regard  to  the  adjust- 
ment required  under  Schedule  D  profits  in  relation  to  the 
Schedule  E  assessments  made  on  directors'  fees  and 
salaries  during  the  three  years  succeeding  the  formation 
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of  a  joiDt-stock  company  out  of  a  private  firm.  In  these 
instances  the  Inland  Revenue  authorities  have  adopted 
a  procedure  which,  while  compatible  with  the  spirit  of 
the  Acts  themselves,  is  also  in  accord  with  the  principles 
of  accountancy. 

I  regret  to  notice  the  animus  that  somehow  seems  to 
actuate  your  correspondent  "Law  and  Practice"  in 
regard  to  the  administration  of  the  Acts  by  Surveyors 
and  the  Inland  Revenue  authorities  generally  ;  my  own 
opinion  is  that  this  frame  of  mind,  wherever  it  unhappily 
exists,  would  be  in  a  great  measure  mollified  by  a 
deeper  dose  of  the  spirit  in  which  the  Acts  and  their 
administration  is  discussed  and  criticised  in  Messrs. 
Murray  &  Carter's  "  Guide." 

Yours  truly, 
i^th  March  1906.  ZERO. 


Income  Tax,  Schedule  A. 

(To  the  Editor  of  The  Accountant,) 
Sir,— If  I  understand  your  correspondent, "  Kingston," 
correctly,  I  gather  that  the  licensed  property  belonging 
to  "A"  is  leased  to  **  B  "  at  jf 520  per  annum,  with  a 
trade  tie.  It  therefore  follows  that  the  true  annual 
value  of  the  premises  is  the  amount  of  rent  paid  plus 
the  value  of  the  tie.  In  other  words,  what  amount 
would  a  tenant  not  tied  pay  for  the  house  ?  If  the 
Conmiissioners  consider  that  £sso  is  the  full  rack  rent 
of  the  premises,  the  assessment  would  be  on  this 
amount  and  not  on  the  j^szo.  It  would  obviously  be 
unfair  to  the  Revenue  if  the  premses  were  assessed  at 
£s^o^  as,  after  all,  this  is  only  a  nominal  rental. 

Plainly  stated  the  above  is  the  position,  but  if  your 
correspondent  is  desirous  of  fuller  information  on  this 
complicated  subject  I  refer  him  to  "  Ryde  on  Rating," 
and  Edition,  1904,  pp.  450  to  471. 

Yours  faithfully, 

Luds,  izth  March  1906.        J.  W.  STEAD,  F.C.I.S. 


Auditors  and  Prospectuses* 

(To  the  Editor  of  The  Accountant,) 
SiR,'-'It  is  not  an  unusual  thing  in  the  conduct  oi 
their  practice  for  a  firm  of  accountants  to  be  requested 
to  permit  their  firm  to  be  named  on  the  firont  page  of 
a  company's  prospectus  as  auditors.  In  most  cases, 
where  the  company  is  formed  with  the  object  of  acquir- 
ing an  already  established  business,  it  is  possible  for 
the  accountants,  before  consenting,  to  arrange  that 
they  shall  have  such  opportunities  as  they  require  of 


satisfying  themselves  that  all  figures  given  in  the 
prospectus  are  correct,  even  if  they  are  not  called  upon 
to  certify  their  accuracy. 

We  should  be  pleased  to  hear  your  views,  and  the 
views  of  your  readers,  in  regard  to  their  responsibilities 
for  figures  in  the  prospectus  of  a  new  company  formed 
for  the  purpose  of  manufacturing  a  patent  article, 
where  the  figures  are  purely  estimates.  Our  own 
practice  is  to  satisfy  ourselves,  firstly,  that  the 
directors  named  in  the  prospectus  are  men  of  character 
and  reputation ;  and,  secondly,  by  interviewing  those 
primarily  responsible  for  the  estimates  to  satisfy  our- 
selves that  the  estimates  are  comprehensive.  Further, 
we  require  it  to  be  stated  that  "  the  foregoing  estimates 
have  been  compiled  by  or  adopted  by  the  directors." 

We  shall  be  pleased  to  hear  the  opinion  of  others  as 
to  whether,  by  taking  this  course,  the  auditors  named 
in  the  prospectus  effectually  remove  from  themselves 
responsibility  for  figures  on  which  they  can  have  no 
direct  knowledge. 

Yours  faithfully, 


i^h  March  1906. 


INTERESTED. 


1let>iew5* 


Bookkeeping:  for  Retail  Qrocers  and  other 
Tradesmen. 


By  M.  Webster  Jenkinson,  A.C.A. 


London,  1905  :   Gee  &  Co.,  34  Moorgate  Street,  E.G. 
Price  IS.  net. 

This  little  handbook  is  virtually  a  reprint  of  a  lecture 
delivered  by  the  author  some  little  time  since,  which  has 
already  been  dealt  with  in  these  columns,  and  therefore 
does  not  again  call  for  detailed  criticism.  It  contains  many 
useful  hints,  but  also  presents  some  curious  contrasts  of 
up-to-date  and  obsolete  devices,  such,  for  instance,  as  the 
Small  Accounts  Keeper — a  most  valuable  arrangement 
under  suitable  safeguards,  representing  one  of  the 
numerous  developments  of  the  Slip  System— and  the 
old-fashioned  Guard  Book,  into  which  invoices  are  to 
be  pasted,  after  having  first  been  carefully  folded  up 
so  that  no  one  can  see  what  they  contain  without  first 
deliberately  unfolding  them.  To  those,  however,  who  are 
possessed  of  a  little  necessary  discrimination,  the  volume 
will  be  found  both  useful  and  *"88e*^<^QCTlp 
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The  Complete  System  of  Bookkeeping  for  Brewers, 
Maltsters,  Wine  and  Spirit  Merchants,  Mineral 
Water  Manufacturers,  and  other  Businesses. 


By  Edward  Amsdon,  A.C.A. 


London,  1906 :   Spottiswoode  &  Co.,  54  Gracechurch 
Street,  E.G.     Price  5s.  net. 

While  entirely  dissenting  from  the  suggestion  that  the 
system  of  accounting  described  in  this  work  can  be  fairly 
styled  complete,  it  must  be  admitted  that  the  volume  now 
before  us  contains  much  that  is  of  considerable  practical 
value,  and  which  can  accordingly  hardly  fail  to  be 
appreciated  by  those  connected  with  the  various  industries 
enumerated.  The  letterpress,  which  is  somewhat  highly 
condensed,  is  well  arranged  and  clearly  written,  and  aided 
by  numerous  pro  formd  rulings,  most  of  which  are 
ingenious,  but  all  of  which  would  be  far  more  valuable  if 
fully  worked  out  instead  of  being  merely  given  in  the 
form  of  skeletons. 


The  Institute  of  Bankers'  Annual  Year  Book. 


London,    1906:    Blades,    East    &    Blades,    23    Abchurch 
Lane,   E.G. 

The  Year  Book  of  the  Institute  of  Bankers  consists  chiefly 
of  the  list  of  members,  comprising  411  Fellows,  1.350 
Associates,  and  3,839  Ordinary  Members,  corrected  to  the 
ist  January  1906,  to  which  are  added  the  list  of  present 
officers,  the  constitution  of  the  Institute,  and  the  names  of 
the  banks  which  contribute  to  the  membership.  We  cannot 
help  thinking  that  a  short  statement  of  the  objects  of  the 
Institute,  and  of  the  detailed  qualifications  for  membership, 
would  have  materially  added  to  the  practical  value  of 
the  volume. 


Qas  Companies'  Bookkeeping. 


By  J.  H.  Brsarlby  and  Benjamin  Taylor. 


London,  1906:    Walter  King,  11  Bolt  Court.  E.C. 
Second  Edition.     Price  12s.  6d. 

The  first  edition  of  this  useful  work  was  reviewed  at  the 
time  in  our  26th  Volume.  In  the  present  edition  certain 
modifications  have  been  made,  chiefly  with  a  view  to 
remedying  the  shortcomings  to  which  we  then  drew 
attention,  with  the  result  that  the  practical  value  of  the 
volume  has  been  materially  enhanced.    From  the  point  of 


view  of  our  readers,  however,  it  will  probably  be  regarded 
of  interest  rather  as  a  good  explanation  of  a  representative 
system  of  accounts  in  actual  use,  than  as  the  last  word  to 
be  said  on  the  subject  from  the  point  of  view  of  the  require- 
ments of  professional  men.  The  supplement  of  useful  forms 
presents  an  unusual  and  excellent  feature,  in  that  the  exact 
size  of  the  originals  is  in  most  cases  indicated  in  the  form  of 
a  foot-note. 


flotttngbam  Cbarterei)  Bccountants 
StuDent5'  Society* 


How  to  Criticise  Accounts. 


By  W.  R.  Hamilton,  F.CA. 


A  PAPER  read  before  the  members  of  the  above  Society 
on  March  9th  1906. 

(i)  The  subject  which  I  wish  to  speak  to  you  about  this 
evening  might  perhaps  be  more  correctly  described  by  the 
title  "  How  to  Interpret  Accounts."  A  set  of  books,  or  a 
Balance  Sheet  and  Profit  and  Loss  Account,  constitutes 
a  record  of  transactions,  and  there  is  sometimes  a  danger 
that  we  accountants  should  concentrate  our  attention  on 
the  record,  and  forget  the  transactions  which  lie  behind 
it.  It  is  these  transactions  and  the  business,  or  the  man 
behind  the  transactions,  to  which  I  wish  to  draw  your 
attention.  I  wish  to  impress  upoa  you,  if  I  can,  that  from 
books  and  accounts  something  more  than  technical 
information  is  to  be  gained  ;  that,  in  fact,  it  is  possible  to 
form  an  idea  of  a  business  not  only  from  the  net  profit 
earned  (which  is  too  often  the  only  point  looked  at),  but 
also  from  the  whole  course  of  business  as  shown  by  the 
accounts. 

(2)  The  simplest  and  most  frequent  entry  in  books  is 
the  record  in  the  Day  Book  of  a  sale.  From  one  point  of 
view  this  is  a  mere  item  to  be  debited  to  the  customer,  and 
to  be  credited  to  the  Sales  Account,  or  some  other 
Impersonal  Account.  Before,  however,  the  entry  came  to 
be  made  in  the  books,  something  and  some  person 
w<as  at  work  to  make  the  sale.  The  seller  obtained 
in  some  way  the  article  which  he  offered  for  sale,  he 
further  obtained  a  customer,  and  he  thought  it  worth  his 
while  to  sell  the  article  to  that  customer  at  a  certain  price. 
And  behind  every  entry  in  all  books  there  is  the  same 
animating  spirit  prompting  the  transaction  which  gave 
rise  to  the  entry. 

(3)  Now  the  number  and  nature  of  these  entries,  the 
very  manner  in  which  they  are  made  in  the  books,  and 
the  totals  in  which  they  ultimately  result,  tell  their  story 

to  those  who  can  read  it,  ^nd.  to  Jbe  ^^rtvrraad  it  is  a 
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very  valuable  help  to  an  accountant,  be  he  principal  or 
clerk.  The  moore  we  know  about  a  business  the  better  we 
can  fulfil  our  duties  as  auditors,  and  the  more  we  kiK)w 
about  business  in  general  the  better  are  we  fitted  to  offer 
opinions  likely  to  be  helpfid  to  our  clients.  This  is  very 
important,  for  all  accountants  must  have  noticed  that 
within  the  last  ten  or  twenty  years  there  has  been  an 
increasing  tendency  on  the  part  of  the  public  to  come  to 
accountants  for  general  advioe. 

(4)  My  point  may  be  illustrated  in  this  way :  Suppose 
1  keep  a  record  during  a  whole  year  of  the  doings  of  some 
person  who  is  well  known  to  me.  At  the  end  of  the  year 
I  have  accumulated  a  good  deal  of  infoimation,  and  I 
might  tabulate  this  very  neatly,  so  as  to  show  the  average 
hour  at  which  this  peirson  rose  in  the  morning,  went  to 
bed  at  night,  had  his  meals,  and  all  such  like  information. 
All  this  might  be  perfectly  correct,  but  its  real  value  arises 
only  by  its  constituting  an  index  to  the  character  of  the 
person  to  whom  iit  applied.  It  ia  one  thing,  in  short,  to 
collect  information,  and  it  is  another  thing— smuch  more 
difficult  and  much  more  interesting — to  draw  inierenoes 
from  it  which  are  likely  to  be  correct. 

(5)  Neither  the  scope  of  this  paper  nor  the  time  at  my 
disposal  permits  me  to  deal  with  any  points  except  those 
connected  with  completed  accounts — Balance  Sheets  and 
Profit  and  Loss  Accounts.  Before,  however,  an  audit  or 
investigation  has  gone  so  far  as  to  result  in  accounts,  there 
are  many  opportunities  of  criticism  and  of  drawing 
inferences.  Indeed,  there  is  much  information,  which  is 
at  least  of  potential  value,  which  can  only  be  got  from  that 
detailed  examination  of  books  which  generally  falls  to  the 
lot  of  the  clerk  rather  than  of  the  principal.  Take  the 
Day  Book,  for  instance,  here  are  a  few  points  to  be  noted 
in  the  course  of  checking  it :  — 

(a)  Is  the  general  look  of  the  book  such  as  to  lead  you 

to  suppose  that  it  is  an  orginal  book  of  entry  ? 

(b)  Are  the  sales  fairly  regular  as  between  one  month 

and  another? 

(c)  Are  there  any  very  large  customers? 

id)  Are  consignments  treated  as  sales? 

[e)  Are  there  any  sales  which  look  as  though  they  were 
rather  outside  the  ordinary  course  of  trade— f.^., 
sales  by  a  manufacturer  of  raw  material? 

(6)  These  are  o>nly  a  few  points,  and  concern  one  book 
only.  The  subject  of  inferences  to  be  drawn  from  a 
detailed  examination  of  books  is  one  which  might  very 
well  form  the  subject  of  a  separate  lecture,  or  of  a  dis- 
cussion. Bear  in  mind,  in  relation  to  the  detailed  work 
of  cJiecking  books,  that  the  difference  between  a  second- 
rate  clerk  and  a  first-rate  one  is  very  largely  that  the 
second-rate  one  can  be  depended  on  to  do  his  work  with 


technical  accuracy,  but  to  do  no  more  than  this ;  while 
the  first-class  clerk  is  able  not  only  to  do  this,  but  to  get 
behind  the  mere  records  and  to  be  able  to  form  some  idea 
of  what  they  really  stand  for. 

(7)  You  may  perhaps  think  that  it  is  for  the  present 
enough  for  you  as  students  to  understand  the  technical 
side  of  the  accounts,  without  troubling  about  any  inner 
meaning  they  may  happen  to  have.  In  a  sense  this  ia 
true;  your  business  is  primarily  to  be  thoroughly 
acquainted  with  accounts  on  the  technical  side,  so  that 
you  can  handle  them  and  be  perfectly  familiar  with  them. 
I  suppose  that  any  clerk  with  abUity  and  application  i^o 
has  been  articled  in  a  good  office,  and  has  had  good 
opportunities  after  his  articles,  can  in,  say,  ten  years  be 
virtually  master  of  the  technical  side  of  his  business — caui 
be  so  familiar  with  all  kinds  of  books,  and  with  the 
niunberless  errors  which  people  make  in  designing  and 
keeping  them,  as  to  have  his  profession  at  his  finger-ends. 
To  attain  this  proficiency  is  very  naturally  your  first 
object.  But  it  is  very  needful  to  guard  againM  the  impres- 
sion that  when  you  have  done  this  you  have  no  more  to 
learn,  and  it  is,  I  think,  helpful  to  you  to  have  put  before 
you  some  idea  of  the  possibilities  in  handling  accounts. 
An  appreciation  of  these  possibilities  will  make  your  work 
more  interesting. 

(8)  Before  going  further,  let  me  explain  that  any  books 
or  accounts  referred  to  by  me  here  I  assume  to  be  honest. 
The  question  of  fraud  is  a  large  one,  which  requires  to  be 
separately  dealt  with,  and  I  assume  therefore  honest  books 
and  accounts,  and  desire  to  talk  only  of  the  inferences 
which  may  be  gathered  from  them.  Furthermoore,  I  have 
nothing  to  say  about  the  form  of  accounts.  That  also  is 
a  matter  to  be  dealt  with  separately;  I  assume  that  we 
take  the  books  and  accounts  as  we  find  them.  Nor  do  I 
deal  with  Cost  Books  and  Accounts,  but  confine  myself  to 
the  commercial  side  of  a  business. 

(9)  I  may  say,  too,  that  I  draw  no  distinction  between 
businesses  carried  on  by  limited  companies  and  those 
carried  on  by  private  individiials.  The  distinction  is  one 
which  affects  the  division  of  the  profit  vather  than  the 
essential  nature  of  the  concern. 

(10)  I  assume  that  you  have  grasped  the  fact  that  all 
knowledge  bearing  on  a  business  with  which  you  are  con- 
nected is  valuable.  Of  course,  it  is  not  all  equally 
valuable,  nor  may  it  have  any  value  at  the  moment,  but 
sooner  or  later  it  is  sure  to  be  useful.  It  is  for  this  reason 
that  I  am  not  concerned  with  the  point  of  view  from  which 
you  happen  to  criticise  any  accounts  which  come  under 
your  notice.  Of  course,  if  you  are  acting  avowedly  for  a 
buyer  you  do  not  lay  stress  on  those  points  which  you 
would  especially  deal  with  if  you  were  acting  for  a  seller ; 
and  you  would  look  at  the  business  from  still  another 
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Fpint  of  view  if  jou  'were  giving  advice  to  the  owners  of 
it  in  the  ordinary  course  of  your  professional  connection 
with  it.  But  before  you  can  select  from  your  information 
that  portion  of  it  which  is  likely  to  suit  the  special 
cin:un»tanjoes  in  which  you  find  yourselves,  you  must 
possess  the  information,  as  well,  of  course,  as  the  ability 
to  handle  it,  and  if  you  have  a  set  of  accounts  before  you 
it  is  your  first  business  to  know  as  much  as  possible  about 
them  and  the  business  behind  them,  irrespective  of  how 
this  information  is  to  be  used. 

(11)  We  must,  to  make  any  useful  criticism,  have  some 
knowledge  of  business  life  in  general,  because  we  cannot 
say  whether  any  result  shown  by  the  accounts  is  good  or 
bad,  save  by  comparison  with  other  concerns.  And  if  we 
have  in  addition  a  knowledge  of  the  particular  trade  to 
which  the  accounts  before  us  deal,  so  much  the  better. 

(12)  In  dealing  with  the  final  accounts  of  a  business,  and 
the  interpretation  to  be  put  upon  them,  you  must  bear  in 
mind  that  any  inferences  you  may  draw  from  them  are 
but  inferences,  and  require  verification  before  they  can  be 
acted  upon.  AH  businesses  of  the  same  description  are 
subject  to  the  same  general  laws,  but  no  one  is  exactly 
like  another,  any  more  than  one  individual  is  the  same  as 
another.  So  that  ^hi^sdealing  with  a  feature  which  is 
frimd  facie  unsatisfactory,  you  must  be  prepared  for  the 
possibility  of  its  being  satisfactorily  explained,  and  vice 


vtrsd.  Also  there  are  some  things  which  accoimts  do  not 
necessarily  show  at  all.  A  fire,  a  serious  illness  of  the  ' 
proparieior,  improved  railway  communication  to  the  neigh- 
bourhood, the  establishmeot  of  competitive  concerns,  are 
instances  of  occurrences  which,  while  they  affect  the 
accounts,  do  not  necessarily  show  specifically  in  a  Balance 
Sheet  and  Profit  and  Loss  Account. 

(13)  Let  us  suppose,  first  of  all,  that  we  have  before  us 
a  Balance  Sheet,  and  nothing  else.    Suppose,  if  you  like,  ' 
that  it  has  been  seot  yon  from  a  friend  at  a  distance,  who 
tells  you  that  it  is  the  Balance  Sheet  of  a  firm  in  a  par- 
ticnlax  line  of  business,  and  asks  you  what  you  think  of  it. 
The  truth  is  that  you  cannot  on  such  meagre  information 
give  any  opinion  which  is  worth  having,  except  perhaps  so  , 
far  as  regards  the  sufiiciency  of  the  fixed  capital  in  the 
business.     The  whole  art  of  criticism  is  based  on  com- 
parison, and  when  you  have  nothing  to  compare  you  have 
nothing  to  criticise.     A  comparison  of  the  fixed  capital 
^th  the  fixed  assets  is  almost  the  only  one  which  can  be  < 
made  on  the  information  divulged  by  a  Balance  Sheet 
adone.    The  points  to  look  at  in  connection  with  this  com-  ' 
pariaon  are  very  simple.     A  business  demands  a  certain 
amount  of  capital,  and  the  amount  required  at  the  moment 
of  the  Balance  Sheet  is,  of  course,  the  total  of  the  assets — 
Book  Debts,  Stock,  Plant,  and  the  like,  say  ;f  10,000.    On 
the  other  aide,  fay  virtue  of  its  being  a  going  concern,  it 


can  command  in  the  ordinary  course  of  trade  a  certain 
amount  of  this  capital  in  the  shape  of  credit  given  to  it 
by  the  firms  who  supply  it  with  goods.  This  is  an  amount 
which  can  be  reckoned  on  with  some  certainty,  because  we 
are  pre-supposing  that  the  business  is  a  going  concern. 
Call  this  ;^i,ooo.  The  difference  between  this  capital  (i.^., 
the  amount  of  the  trjade  creditors)  and  the  total  of  the 
assets  (in  this  case  ;^9,ooo)  must,  if  the  business  is  to  be 
considered  sound,  be  provided  in  such  a  way  as  to  make 
it  reasonably  probable  that  it  will  not  be  withdrawn  at  a 
moment's  notice.  The  entirely  safe  way  is  for  the  capital 
to  belong  to  the  owner  of  the  business,  but  this  is  seldom 
the  case,  and  Balance  Sheets  usually  contain  on  the  debit 
side  such  items  as  ** Amount  on  Mortgage"  (or,  in  the 
case  of  companies,  "Amounts  due  on  Debentures"), 
"Loan  from  Bank,"  "Amounts  due  to  Cash  Creditors," 
and  the  like.  All  these  are,  in  certain  circumstances, 
sources  of  danger,  and  therefore  of  weakness  to  the  con- 
cern, a  mortgage  on  freehold  property  being  the  least 
dangerous  form  of  liability.  You  are  not  to  suppose  that 
a  business  is  necessarily  in  a  dangerous  condition  because 
the  proprietor's  capital  is  not  equal  to  the  assets,  but  you 
will  note  that  the  more  loans  there  are  the  more  likely  is 
the  business  to  be  involved  in  some  sort  of  financial 
diflSculty  or  inconvenience.  But  remember  that  personality 
counts  for  much,  and  that  a  shrewd,  honest,  capable  man, 
faced  with  the  alternatives  of  carrying  on  his  business 
with  insufficient  capital,  or  of  going  through  the  Bank- 
ruptcy Court  will  manage  to  get  along  under  circumstances 
which  we  accountants,  sitting  quietly  in  our  offices  and 
considering  the  matter,  would  pronounce  to  Ije  impossible. 

(14)  Let  us  assume  now  that  we  have  not  only  a  Balance 
Sheet  before  us,  but  that  this  is  accompanied  by  a  fairly 
detailed  Profit  and  Loss  Account,  covering  the  year  prior 
to  the  date  of  the  Balance  Sheet.  The  introduction  of  the 
Profit  and  Loss  Account  immensely  increases  our  field  of 
view,  and,  though  the  information  is  still  meagre,  we  are 
in  a  position  to  make  some  useful  criticisms.  The  field  of 
view  is  still  further  increased  when,  instead  of  one  Balance 
Sheet  and  Profit  and  Loss  Account,  we  have  a  series. 
That  I  propose  to  deal  with  later ;  for  the  moment  assume 
that  we  have  but  one.  And  remember  (what  cannot  be  too 
much  insisted  upon)  that  at  the  best  you  will  get  no  more 
than  hints — suggestions  of  a  tendency — to  be  verified  by 
fuller  investigation  as  occasion  offers. 

(15)  The  Profit  and  Loss  Account  gives  us  the  key  to  the 
business — ^the  amount  of  the  sales  in  the  year — and  we 
must  assume  that  these  sales  are  so  set  forth  as  to  tell 
what  amount  of  them  represents  sales  on  credit  and  what 
amount  represents  cash  sales.  In  the  case  of  a  manu- 
facturing business,  or  a  wholesale  one,  the  absence  of  this 
suhddvision  would  not  be  important,  because  in  such  busi- 
nesses the  cash  sales  are  necessarily  i^^^m^d^^lBesides, 
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th€  kind  of  criticism  we  are  now  embarking  on  is  not  con- 
cerned with  small  poiats — what  we  are  looking  for  is  broad 
results.  Too  much  stress  must  not  be  laid  upon  any  one 
item  ;  it  is  the  general  tendency  which  we  want  to  find  out. 

(16)  Credit  sales,  in  the  nature  of  things,  involve  the 
giving  of  credit,  and  therefore  where  there  are  such  sales 
there  must  be  debtors.  I  assume  that  from  your  general 
knowledge  of  business,  and  your  knowledge  of  the  par- 
ticular trade  you  are  dealing  with,  you  are  able  to  form 
an  idea  of  how  much  credit  ought  to  be  given.  Suppose 
you  are  dealing  with  a  trade  in  which  it  is  customary  to 
give  a  month's  credit,  all  goods  sold,  say,  during 
November,  being  paid  for  on  the  ist  of  January.  In  such 
a  case  the  debtors  shown  in  a  Balance  Sheet  struck  as  on 
31st  December  should  amount  roughly  to  the  total  sales 
made  in  November  and  December,  or  to  about  one-sixth  of 
the  yearly  turnover.  Thus,  if  the  circumstances  are  as 
above,  and  the  annual  turnover  ;£6o,ooo,  the  debtors  ought 
to  stand  at  about  ;^io,ooo.  Of  course,  this  is  rather  rough, 
and  there  may  be  special  circumstances  affecting  particular 
businesses.  The  point  which  I  wish  to  impress  upon  you 
is  that  there  is  a  relation  between  the  turnoveo:  and  the 
debtors,  and  it  is  for  you  to  say  from  the  knowledge  of  the 
ciicumstanoes  whether  the  relation  actually  existing  as 
shown  in  the  accounts  is  a  satisfactory  one.  Bear  in  mind 
that  an  apparently  unsatisfactory  relation  may  be  at  once 
accounted  for  by  reference  to  the  books,  or  to  the  pro- 
prietor of  the  business.  It  is  equally  true  that  a  relation, 
satisfactory  on  the  whole,  may  conceal  some  very  unsatis- 
factory feature.  Thus  the  credit  current  in  a  trade  may  be 
for  home  accounts,  say,  four  months,  and  in  that  case  the 
amount  of  the  book  debts  should  be  about  one-third  of  the 
amount  of  the  annual  sales.  But  if,  in  fact,  a  large  pro- 
portion of  the  trade  is  done,  say,  with  shipping  houses,  on 
specially  short  tenms,  then,  if  the  debtors  taken  in  the 
lump  are  one-third  of  the  turnover  in  amount,  some  of  the 
home  business  must  be  done  on  abnormally  long  credit 
terms. 

(17)  You  have  doubtless  noticed  that  there  are  different 
lengths  of  credit  in  different  trades.  Speaking  generally, 
retail  trade — that  is,  trade  done  directly  with  the  consumer 
— necessitates  rather  a  lengthy  credit.  Trade  done  with 
people  who  depend  on  the  agricultural  interest  demands 
an  even  longer  credit,  there  being  a  tendency  to  pay  only 
once  a  year — after  the  harvest.  The  long  credit  given  to 
private  customers  tends,  I  think,  to  throw  itself  back  upon 
the  various  intermediaries  between  the  manufacturer  and 
the  actual  consumer,  and  the  wholesale  house  has  often 
to  give  long  credit  to  the  retailer,  on  the  ground  that  he 
(the  retailer)  has  himself  to  lie  out  of  his  money. 

(18)  Another  relation  which  is  not  at  all  fortuitous  is 
that  of  the  stock  to  the  total  sales.    In  distributive  busi- 


nesses, as  opposed  to  manufacturing  ones,  this  ratio  is 
fairly  constant.  For  instance,  a  retail  draper  doing  a 
general  trade  is  known  by  experience  to  require  to  keep  a 
stock  equal  roughly  to  about  one-fourth  of  his  annual  turn- 
over. That,  however,  is  on  the  assumption  that  stock  is 
not  taken  at  a  time  of  the  year  when  it  is  especially  high, 
as  in  spring  and  before  Christmas. 

(19)  In  the  case  of  a  manufacturing  business  the  circum- 
stances are  entirely  different.  Stock  in  such  a  concern, 
however  it  may  be  shown  in  the  Stock  Sheets,  really 
consists  of  tluee  quite  different  classes:  — 

First,  raw  material  in  excess  of  current  manufacturing 
requirements,  as  where  in  view  of  a  possible  rise  in 
prices  a  lace  manufacturer  has  made  an  unusually 
large  puoxrhase  of  cotton,  or  an  engineer  of  copper. 
Nothing  can  be  predicated  about  the  amount  of  this 
stock ;  it  miay  be  very  large,  or  non-existent. 

Second,  raw  material  for  current  use  and  partly -made 
articles  throughout  the  shop.  In  a  lace  factory 
cotton  on  the  machines  and  pieces  partly  made,  or 
in  the  mending  room,  oome  under  this  heading.  In 
an  engineering  sftiop  the  current  store  of  bars,  plates, 
bolts  and  nuts,  and  i^e  like,  and  the  various  parts 
of  the  finished  product,  either  wholly  made  and  wait- 
ing to  be  assembled,  or  themselves  in  process  of 
manufactuie. 

Third,  finished  products  waiting  for  a  market.  Tbis  is 
an  item  which  may  be  lajrge,  or  may  be  almost  or 
wholly  non-existenA.  An  engineer,  for  instance,  may, 
according  to  his  class  of  trade,  either  have  a  large 
finished  stock,  or,  if  he  works  solely  for  orders  and 
contracts,  none  at  all. 

The  point  at  which  a  line  is  drawn  between  the  first  and 
the  second  class — ^between  raw  material  bought  as  a 
speculation  and  raw  material,  &c.,  in  current  use — ^is 
purely  arbitrary.  Nevertheless  the  difference  exists,  and 
until  you  know  how  a  manufacturer's  stock  is  made  up  you 
cannot  say  veiy  much  about  its  amount,  etther  in  contrast- 
ing it  with  the  turnover  or  in  contrasting  one  stocktaking 
with  another.  Another  important  point  to  look  at  before 
you  can  form  an  opinion  is  as  to  whether  the  stock  shown 
in  the  Balance  Sheet  includes  Work-in-progiess  and  Loose 
Plant.  While  it  is  rather  misleading  to  include  these  items 
in  the  stock,  it  is  not  by  any  means  wrong,  but  before  you 
can  contrast  the  ratio  in  one  business  with  that  which 
obtains  in  other  businesses  with  which  you  may  be 
acquainted,  you  must  be  quite  sure  that  the  item  **  Stock  " 
means  the  same  thing  in  both  cases.  From  the  point  of 
view  of  clearness,  work-in-progress  should  not  be  included 
in  the  stock,  but  should  either  be  shown  separately  or 
added  to  the  debtors.  Loose  plant  should  also  be  shown 
separately.    Some  relation  between  the  turnover  and  the 
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Stock  there  must  be,  and  the  point  for  you  to  consider  is 
whether  or  not,  so  far  as  your  eacperience  goes,  the  amount 
of  the  stock  is  the  lowest  one  consistent  with  efficiency. 

(20)  Just  as  there  is  a  relation  between  the  credit  sales 
and  the  trade  debtors,  so  is  there  a  relation  between  the 
credit  purchases  and  trade  creditors.  You  know,  or  ought 
to  know,  the  credit  usually  given  in  the  trade.  If  we 
assume  that  the  effectual  credit  given  is  three  months, 
then  the  creditors  ought  to  represent  about  one-fourth  of 
the  annual  purchases.  If  they  represent  less  than  the 
ratio  which  you  consider  normal,  that,  as  a  rule,  is  all  to 
the  good,  implying  that  the  owner  of  the  business  is  able 
to  pay  his  accounts  promptly  and  take  all  the  discounts  he 
can  get.  If,  on  the  other  hand,  they  represent  more,  pre- 
sumably there  is  some  financial  tightness,  and,  to  a  small 
extent,  a  disadvantage  in  buying. 

(21)  There  is  no  item  in  the  Balance  Sheet  or  Profit  and 
Loss  Account  to  which  the  cash-in-hand  should  bear  any 
special  relation.  If  the  amount  is  small,  there  is  nothing 
to  be  said  about  it ;  but  if  it  is  large,  it  certainly  calls  for 
notice.  A  large  amount  of  cash  in  hand  is  almost  im{>os- 
sible  to  justify,  and  its  existence  points  to  a  defective 
system,  by  whidi  cash  is  kept  in  hand  instead  of  being 
paid  into  the  bank,  or  perhaps  to  the  existence  of  I  O  U's, 
treated  as  cash  but  being  in  reality  debts,  perhaps  not  very 
good  ones. 

{22)  I  am  sure  that  there  must  be  some  relation  (which 
it  would  be  useful  to  know)  between  the  value  of  the 
machinery  and  the  wages  paid.  ITiis  would,  of  course, 
vary  in  different  trades,  for  some  of  them  make  a  much 
more  extensive  use  of  machinery  than  others,  but  as 
between  one  business  and  another  in  the  same  trade  I  feel 
certain  that  a  useful  comparison  could  be  instituted.  I 
C'tnunend  the  matter  to  your  attention,  but  I  can  go  no 
further,  because  I  have  no  data  upon  which  to  pass  any 
\iews  of  value. 

(23)  If  there  is  a  bank  overdraft  shown  in  the  Balance 
Sheet,  the  Profit  and  Loss  Account  should,  of  course, 
contain  an  item  called  "  Bank  Charges,"  and  you  should 
be  able  to  form  some  idea  from  the  amount  of  these  charges 
'•f  the  average  amount  of  the  overdraft.  A  bank  overdraft 
i:i  the  Balance  Sheet  of  /■i,ooo,  and  an  entry  in  the  Profit 
and  Loss  Account  for  bank  interest  of  ^"300,  clearly  points 
I  >  the  fact  that  some  time  during  the  year  the  bank  over- 
draft was  very  much  larger  than  it  was  at  the  close  of  it. 
The  same  question  may  be  raised  with  reference  to  the 
relation  between  the  interest  on  loans  and  the  amount  of 
the  loans  as  shown  by  the  Balance  Sheet. 

(^4)  I  think  we  have  now  touched  on  the  chief  points  in 
tlje  criticism  of  a  Balance  Sheet,  and  Profit  and  Loss 
Arcount  which  concern  the  Balance  Sheet,  though  there 
are  still  one  or  two  points  in  the  Profit  and  Ix>ss  Account 


to  be  dealt  witft.  I  have  purposely  refrained  from  giving 
you  any  examples  in  the  way  of  pro  formd  accounts, 
because  we  are  dealing  with  principles  and  tendencies 
only,  and  any  concrete  instance  I  could  give  you  would 
be  of  little  assistance  in  em.phasising  the  points  I  wish  to 
make.  So  far  as  we  have  gone,  however,  we  may,  I  think, 
say  this,  that  if  we  find  a  business  which  is  earning  a  fair 
profit,  where  the  debtors  bear  a  small  relation  to  the  credit 
sales,  and  where  the  creditors  bear  a  still  smaller  relation 
to  the  purchasers,  and  where  also  the  amount  of  the  stock 
seems  to  be  low  and  the  capital  in  the  business  either 
belongs  to  its  proprietor  oa:  is  held  in  such  a  way  that  it  is 
not  likely  quickly  to  be  called  in,  then  we  may  say  that 
all  this  poin/ts  to  the  existence  of  a  healthy  business.  If 
the  circumstances  are  just  the  opposite,  then  the  business 
is  not  in  a  healthy  state.  But,  unfortunately,  the  matter 
cannot  be  dismissed  quite  so  simply,  for  business,  like 
life  (and  it  is  indeed  a  part  of  life)  is  full  of  contradictions, 
so  that  you  may  find  a  man  who  is,  perhaps,  particularly 
clever  in  keeping  his  stock  low,  who  has  not  the  same 
ability  either  to  sell  on  short  credit  or  to  get  his  debtors  to 
pay  up  promptly  ;  and  there  are  many  other  contradictions 
such  as  these  to  be  met  with,  including,  sometimes,  the 
crowning  contradiction  of  a  concern  which,  though  all  the 
indications  point  to  an  unhealthy  state,  yet  is  indubitably 
a  profit-earning  affair. 

(25)  There  are  some  matters  on  which  information  is 
afforded  by  the  Profit  and  Loss  Accoujnt  without  special 
referenoe  to  the  Balance  Sheet.  One  of  these,  and  by  far 
the  nK>st  valuable,  is  the  relation  which  the  amount  of  the 
gross  profit  bears  to  that  of  the  sales.  In  distributive  busi- 
nesses the  ascertainment  of  the  gross  profit  is  a  simple 
matter,  and  there  is  no  diversity  of  opinion  as  to  the  items 
which  ought  to  compose  the  Trading  Account  resulting  in 
the  balance  which  is  called  "Gross  Profit."  In  such  busi- 
nesses the  debit  side  of  the  account  contains  the  stock  at 
the  beginnmg  of  the  period,  and  the  purchases,  with  the 
cost  of  carriage,  while  on  the  credit  side  appear  the  sales 
and  the  stock  at  the  end  of  the  period.  The  balance  of  this 
account  is  the  gross  profit.  In  retail  businesses  the  rate 
of  this  gross  profit  to  the  sales  is  iairly  constant,  and,  1 
believe,  may  be  taken,  speaking  very  generally,  at  about 
20  per  cent,  lliat  is  to  say,  sales  of  the  value  of  £1  should 
bring  in  a  gross  profit  of  four  shillings,  or,  to  put  it  in 
another  way,  the  gross  profit  is  25  per  cent,  of  the  material 
consumed,  so  that  what  costs  i6s.  is  sold  on  the  average  for 
£1.  In  wholesale  businesses  the  rate  of  gross  profit  is 
naturally  smaller,  for  the  transactions  are  larger,  and  are 
carried  through  at  a  smaller  expense  per  £1  of  sales  than 
in  the  case  of  a  retail  business. 

(26)  When  we  come  to  deal  with  the  gross  profit  in  manu- 
facturing concerns  we  find  a  different  state  of  affairs.  When 
one  retail  tradesman  tells  another  that  he  is  making  a 
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gioss  pro&t  of  22  per  cent.j  and  th«  othet^  replies  that  the 
first  one  must  he  doing  very  w«ll,  far  he  (the  second)  is 
only  making  i8  per  cent.,  you  may  be  tolerably  curtain 
that  these  two  people  have  in  their  minds  the  same  idea 
as  to  what  oonstitates  gross  profit,  but  I  do  not  know  any 
two  manufactuirers  who  could  talk  of  their  rate  of  gross 
profit  without  explanation,  and  could  at  the  same  time  be 
reasoivably  certain  that  they  meant  the  same  thing  by  the 
term.  In  a  general  way  it  is  understood  that  the  Trading 
Account  should  include  only  those  charges  a{)plicable  to 
manufacture,  but  how  many  of  the  charges  so  applicable 
should  be  included  is  another  matter.  Some  accountants, 
for  instance,  advocate  the  inclusion  in  the  Trading 
Account  of  such  items  as  "  Repairs  to  Plant  "  and  "  Depre- 
ciation of  Plant,"  on  the  ground,  which  is  perfectly  sound, 
that  these  are  purely  manufacturing  charges.  Now  it  is  to 
be  noted  thait  gross  profit  is  quite  a  different  thing  from 
net  profit.  Net  profit  is  an  indisputable  fact,  which  repre- 
sents the  amount  by  which,  under  certain  circumstances, 
the  business  has  iraproved  in  the  year,  and  which  therefore 
may  be  withdrawn  from  the  business.  But  gross  profit  is 
at  the  best  a  fiction.  It  is  a  very  valuable  fiction  so  long 
as  it  stands  for  an  idea  which  can  be  readily  understood, 
not  only  by  the  accountant,  but  by  the  client.  The  absolute 
rate  of  gross  profit  to  the  sales  is,  in  a  manufacturing  busi- 
ness, never  a  matter  of  much  importance,  seeing  that  no 
two  people  agree  exactly  as  to  what  should  constitute 
gross  profit.  Its  importance  lies  principally  in  the  relation 
which  the  gross  profit  of  one  year  bears  to  that  of  another 
year.  For  my  own  part,  I  adopt  the  principle  that  the 
Trading  Account  should  comprise,  not  the  whole  of  the 
items  of  expense  which  are  applicable  to  manufacture, 
but  those  items  only  which  directly  vary  with  the  amount 
of  the  output,  and  which  any  nuanufacturer  understands  as 
constituting  "prime  cost."  In  practice,  therefore,  a 
Trading  Account  so  prepared  for  a  manufacturing  business 
contains  exactly  the  same  items  as  one  prepared  for  a  dis- 
tributive business,  with  the  addition  of  wages.  It  contains, 
in  fact,  the  stock  at  the  beginning  and  end,  the  purchases 
of  raw  material  (with  the  carriage  on  them),  the  wages 
(exclusive  of  the  wages  of  superintendence),  and  the  sales. 
The  advantage  of  thus  restricting  the  account  is  that 
clients  can  understand  it  at  a  glance,  and  that  as  between 
one  year  and  another  the  rate  of  gross  profit  which  should 
be  earned  on  the  sales  is  not  affected  by  the  increase  or 
decrease  in  the  turnover.  The  falling-off  in  the  ouput  is, 
or  ought  to  be,  balanced  by  a  falling-off  in  the  purchases 
and  the  wages,  and  a  Trading  Account  composed  as  above 
shows  whether  or  not  this  result  has  been  attained.  I 
regard  the  rate  of  gross  profit  to  the  turnover  as  of  vital 
importance,  so  far  as  the  fluctuations  between  one  year 
and  another  are  concerned.  It  is  by  a  study  of  this  rate 
and  its  fluctuations,  more  than  by  any  other  method  with 


which  I  am  acquainted,  that  it  is  at  times  possible  to  put 
one's  finger  on  a  weak  spot  in  a  business,  and  to  point  this 
out  to  the  proprietors. 

(27)  As  to  the  absolute  rate  of  gross  profit  as  defined 
above,  it  is  very  diflficult  to  say  what  this  ought  to  be.  But 
although  manufacturing  businesses  vary  extremely,  they 
have  a  certain  essential  similarity,  and  I  think  you  will 
find  that  any  prosperous  manufacturing  business  with 
which  you  are  acquainted  earns  a  gross  profit  of  at  least 
25  p^er  cent,  on  its  sales.  It  is  indeed  difficult  to  see  how  a 
business  could  succeed  if  it  earned  less  than  that,  because 
although  a  manufacturing  business  is  saved  certain 
expenses,  for  rent  and  the  like,  which  a  retail  business  has 
to  bear,  yet,  on  the  other  hand,  the  Profit  and  Loss 
Account  of  a  manufacturing  business  (as  distingui^ed 
from  the  Trading  Account)  has  to  bear  certain  heavy 
charges  in  connection  with  the  manufacturing  which  do 
not  occur  in  a  retail  business. 

(28)  Individual  items  in  the  Profit  and  Loss  Account- 
such  as  Trade  Expenses,  Travelling  Expenses,  and  the  like 
—may  very  well  be  looked  at ;  but  if  you  have  before  you 
the  account  for  one  year  only,  not  very  many  conclusions 
are  to  be  drawn  from  the  items  in  the  Profit  and  Loss 
Account  taken  individually.  It  is  perhaps  better  to  com- 
bine them,  so  as  to  show  under  one  heading  those 
expenses  which  are  matters  of  fact — such  as  Salaries, 
Travelling,  Repairs,  and  the  like;  then  under  another 
heading  those  which  are  largely  based  on  opinion — such 
as  Depreciation,  and  any  other  Reserves  which  have  been 
made  ;  and,  under  a  third.  Interest,  whether  interest  on 
partners*  capital  or  on  loans  or  bank  overdraft.  The  fourth 
item,  if  there  is  anything  left,  is  the  Net  Profit.  Still, 
when  you  have  done  this,  you  cannot  with  one  year's 
accounts  (and  I  am  assuming  for  the  moment  that  that  is 
all  you  have  before  you)  get  very  much  of  value  except, 
perhaps,  that  you  may  find  that  the  expenses  bear  a 
certain  ratio  to  the  sales,  and  you  may,  from  your 
experience  of  other  businesses,  be  able  to  say  whether  this 
ratio  is  a  proper  one.  Of  course,  too,  you  will  have  some- 
thing to  say  about  the  rate  of  depreciation,  and  you  will 
notice  in  particular,  first,  whether  the  rate  is  that  which  is 
customary  ;  and,  second  (and  for  this  you  will  have  to 
return  to  the  Balance  Sheet),  whether  the  capital  value  of 
the  machinery  has  been  increased  during  the  year.  With 
reference  to  the  expenses  generally,  some  particular  item 
may  strike  you  at  once  as  being  beyond  all  question  larger 
(or  smaller)  than  it  should  be,  but  in  an  ordinarily  well 
condoicted  business,  where  the  accounts  are  kept  with 
reasonable  care,  you  will  not  be  able  to  say  much  from  an 
examination  of  one  year  alone. 

(29)  I  have  now  dealt  with  the  principal  points  which 
occur  to  me  in  connection  with  .the (criticism  or  inteipreta- 
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tion  of  a  single  Balance  Sheet  and  Profit  and  Loss 
Account.  All  the  nkatters  with  which  I  have  dealt  are 
capable  of  being  tabulAtod,  but  it  is  quite  possible  to  do 
so,  and  to  be  no  vriser  at  the  end  of  it.  I  have  not,  in  fact, 
dealt  with  the  matters  which  require  exact  tabulation, 
lliey  require  rather  to  be  put  together  in  one's  own  mind, 
and  from  their  putting  together  there  should  result  some 
impression  as  to  the  business  with  which  they  deal.  But 
I  must  warn  you  against  drawing  positive  conclusions 
from  such  slender  data  as  a  single  year's  accounts.  The 
information  you  can  get  from  them  is  very  valuable  to  put 
you  on  the  track  of  investigation,  and  to  suggest  ideas  to 
your  mind,  but  it  is  hardly  enough  to  solve  any  question. 
Particularly  is  this  the  case  with  regard  to  any  figures 
dependent  upon  the  Balance  Sheet.  A  Balance  Sheet  shows 
the  state  of  afiairs  at  a  particular  moment  of  time,  and 
the  course  of  a  business  may  so  run  that  a  Balance  Sheet 
may  be  an  honestly  prepared  one,  and  yet  fail  to  give  a 
true  account  of  the  average  state  of  the  business.  The 
Profit  and  Loss  Account  is  a  saifer  guide,  because  it  covers 
a  lengthy  period,  and  thus  errors  tend  to  correct 
themselves. 

(30)  Let  us  assume  that  instead  of  having  only  one 
Balance  Sheet  and  Profit  and  Loss  Account  we  have  a 
series,  covering  a  number  of  years,  say  four  or  five.  At 
ijnce  we  find  ourselves  on  firmer  ground.  I  referred  above 
to  the  ratio  of  debtors  to  turnover.  With  one  year's 
accounts  we  can  only  contrast  actual  ratios  with  what  we 
believe  to  be  the  ratio  in  similar  businesses,  but  when 
we  have  several  years'  accounts  we  can  contrast  the  ratio 
in  one  year  with  that  in  another,  and  this  is  extremely 
valuable.  Suppose  we  find  that  a  few  years  ago  the 
debtors  in  a  certain  business  amounted  according  to  the 
Balance  Sheet  to  25  per  cent,  of  the  sales,  yet  we  find 
that  each  year  the  ratio  gradually  falls ;  then  we  may  be 
tolerably  certain  either  that  the  business  is  being  much 
more  efficiently  managed  on  the  commercial  side  than  it 
was  previously,  or  that  the  kind  of  trade  done  is  changing. 
£ither  of  these  causes,  or  a  combination  of  them,  may 
bring  about  this  result. 

(31)  Inferences  of  a  like  character  are  to  be  drawn  from 
any  change  in  the  relation  between  trade  creditors  and 
credit  purchases.  According  as  this  ratio  changes,  so  may 
we  see  a  business  perhaps  gradually  freeing  itself  from 
heavy  liabilities,  or  perhaps  gradually  getting  behind 
with  its  payments  and  damaging  its  credit.  The  relation 
tj{  stock  to  turnover,  and  the  changes  in  this  relation,  point 
also  to  better  or  worse  management,  or  to  change  in  the 
kind  of  trade  done. 

(32)  As  regards  plant,  when  we  have  a  series  of  years 
before  us,  we  can  tell  whether  or  not  this  has  increased  in 
value  or  diminished — what  relation,  in  fact,  the  amount 


added  on  for  new  plant  bears  to  the  amount  woritten  off 
for  depreciation.  We  accountants,  are,  of  course,  bound 
to  look  very  closely  at  the  question  of  depreciation,  and 
to  urge  the  making  of  a  provision  as  large  as  possible;  but 
in  a  manufacturing  business  of  any  size  it  seems  to  me 
that,  taking  a  series  of  years,  it  is  as  a  rule  sufficient  if 
the  additions  to  plant  do  not  exceed  the  amount  written 
off  for  depreciation.  I  think  that  where  the  plant  is  of  a 
very  varied  description,  some  of  it  lasting  for  a  long  time 
and  othea:  parts  of  it  requiring  constant  renewals  and 
replacements,  it  remains,  in  fact,  whatever  may  be  the 
book  value,  at  substantially  the  same  value  from  year  to 
year,  assuming,  of  couirse,  that  no  extensions  take  place, 
and  that  no  departments  are  closed.  Therefore,  though 
it  might  not  be  fair  as  between  one  year  and  adiother,  yet 
over  a  period  of  five  or  ten  years  the  chances  are  that  the 
plant  is  as  efficient  at  the  end  of  the  period  as  it  was  at 
the  beginning,  taken  as  a  whole ;  which  is  another  way  of 
saying  that  over  %  long  period  no  depreciation  need  be 
charged,  so  long  as  every  repair  and  renewal  is  charged 
to  Re\'enue  Account.  Of  course,  if  people  like  to  write 
off  more  for  depreciation  than  the  renewals  amount  to,  it 
is  not  for  me  to  object,  and,  as  I  have  just  pointed  out 
and  wish  to  emphasise,  to  write  off  no  depreciation  and 
to  charge  all  repairs,  renewals,  and  replacements  to 
revenue  is  not  fair  as  between  one  year  and  another.  Also 
there  are  cases  where,  beyond  all  question,  there  is  a  real 
depreciation  year  by  year,  however  much  is  spent  on 
repairs. 

{23)  In  dealing  with  the  question  of  machinery,  there  is 
another  point  which  occasionally  arises  which  is  worth 
notice.  It  may  be  that  during  the  years  covered  by  the 
accounts  which  you  have  before  you  there  has  to  your 
knowledge  been  going  on  a  change  in  this  particular 
factory,  or  in  the  trade  generally,  by  which  machine  labour 
has  been  taking  the  place  of  hand  labour.  If  this  is  so,  it 
will  show  in  the  accounts.  Relatively  to  the  sales  the 
purchases  of  material  will  increase  and  the  wages  will 
fall,  and  the  rate  of  gross  profit,  ascertained  as  I  have 
previously  defined  gross  profit,  will  rise.  It  must  rise  if 
the  rate  of  net  profit  previously  earned  is  to  be  continued, 
because  the  effect  on  the  accounts  of  an  increased  use  of 
machinery  is  to  diminish  the  amount  spent  on  wages, 
which  goes  into  the  Trading  Account,  and  to  increase  the 
amount  spent  on  repairs  to  machinery,  depreciation,  and 
interest  on  capital,  all  of  which  go  into  the  Profit  and  Loss 
Account.  Let  me  illustrate  by  an  extreme  case.  Suppose  a 
factory  where  the  labour  is  all  done  by  hand — no 
machinery — and  where  the  gross  profit  amounts  to  a  sum 
'  equal  to  ij%  per  cent,  of  the  sales.  Out  of  this  gross 
I  profit  must  come  all  the  expenses  other  than  productive 
wages  and  cost  of  materials.  Suppose  the  owner  decides 
to  change  to  machine  production.    At  once  he  adds  to  his 


350 


THE    ACCOUNTANT 


March  17,  1906. 


expenses  (that  is,  to  the  charges  which  gross  profit  must 
bear)  a  sum  for  Depreciation,  Repairs,  Fuel,  &c.,  which 
we  will  suppose  to  equal  5  per  cent,  on  the  turnover.  He 
is  not  going  to  make  this  change  unless  he  can  see,  as  a 
probable  result,  at  least  a  corresponding  amount  added  on 
to  the  gross  profit ;  unless,  in  short,  he  can  save  on  his 
wages.  It  is  not  often  that  a  manufacturer  changes  at  one 
step  from  hand  to  machine  labour,  but  in  a  small  way  the 
change  is  always  going  on  in  all  modern  factories.  I  may 
mention,  by  the  way,  that  of  the  four  or  five  main  causes  of 
the  "  Unemployed "  problem  this  supersession  of  hand 
labour  by  mAchineiy,  or  of  one  kind  of  machine  by 
another  and  a  better  one,  is  probably  the  greatest. 

(34)  With  the  question  of  the  ratio  of  the  gross  profit 
to  the  turnover  I  have  already  dealt  in  part.  If  you  see  a 
gradual  rise  in  the  gross  profit  it  is  primd  facie  evidence 
of  better  manufacturing,  or  of  an  increase  in  selling  price. 
The  most  unsatisfactory  feature  which  a  business  can  show 
is  a  continued  decrease  in  the  rate  of  gross  profit.  Such  a 
decrease  strikes  at  the  very  root  of  a  business,  and  requires 
very  full  explanation. 

(35)  You  will  notice  that  the  amount,  and  therefore  the 
rate,  of  the  gross  profit,  are  affected  by  the  amount  of  the 
stock,  and  it  may  very  well  happen  that  a  considerable 
fluctuation  in  the  rate  of  gross  profit  points  to  a  mistake, 
intentional  or  otherwise,  in  the  stock.  You  may  perhaps 
think,  as  I  do,  that  the  less  we  accountants  have  to  do 
with  the  stock  the  better.  Certainly  I  am  no  advocate  of 
any  action  which  makes  us  officially  responsible  for  it. 
But  that  is  no  reason  why  we  should  not  use  our  common 
sense  in  regard  to  it,  and  it  is  often  possible,  before  one 
sees  tlie  Stock  Sheets,  to  form  a  general  idea  as  to  whether 
it  should  have  increased  or  decreased  as  compared  with 
the  last  stocktaking. 


(36)  With  several  years'  accounts  to  refer  to,  you  may 
usefully  look  at  the  items  of  expense  in  the  Profit  and 
Loss  Accounts,  and  compare  one  year  with  another.  Take 
Travelling  Expenses,  for  instance.  If  these  vary  greatly 
there  is  a  reason  for  it,  and  the  reason  ought  to  show  in 
the  sales.  So  with  the  other  expenses.  There  is  a  reason 
behind  the  amoimt  of  them  all,  and  behind  the  relation 
which  the  items  in  one  year  bear  to  the  corresponding  ones 
in  other  years;  and  sometimes  these  may  give  you  a 
valuable  hint  as  to  the  general  course  of  the  business. 

(37)  Taking  the  expenses  as  a  whole,  and  contrasting 
the  totals  of  the  various  years,  you  can,  if  you  like,  find 
out  what  proportion  the  expenses  bear  to  the  sales.  But 
I  think  that  it  is  more  useful  to  take  the  absolute  amount 
of  expense  than  the  relative  amount.  If  you  see  that  the 
expenses  are,  say,  ;i'3,ooo  in  one  year,  ;^3,5oa  in  the  next, 
and  so  on  in  an  increasing  ratio,  while  the  sales  have  not 
''actuated  very  much,  then  you  may  be  reasonably  certain 


that,  however  things  may  be  going  on  the  manufacturing 
side,  the  commercial  side  is  not  well  managed.  On  the  other 
hand,  where  expenses  do  not  increase,  but  where  the  gross 
profit  declines,  the  commercial  side  is  probably  well 
managed,  while  the  manufacturing  side  is  at  fault. 

(38)  The  reason  why  I  think  that  not  very  much  can  be 
made  of  the  relation  between  expenses  and  sales  is  that  I 
do  not  think  that  ex]>en9es  go  up  or  down  in  quite  the  same 
way  as  the  sales  do.  It  is  commonly  held,  and  maintained 
in  an  ofi-hand  way,  that  the  larger  the  business  the  smaller 
ought  its  standing  expenses  to  be.  I  am  inclined  to  doubt 
this ;  but  of  one  thing  I  am  certain,  and  that  is  that  sales 

'  tend  to  rise  or  fall  much  more  gradually  than  expenses  do. 
I  think  you  would  find  if  you  took  an  increasing  business, 
and  plotted  out  on  a  chart  the  sales  and  the  expenses,  that 

I  the  line  showing  the  sales  had  a  general  upward  tendency, 
while  the  line  showing  the  expenses  would  at  some  times 
be  horizontal,  and  at  others  would  go  up  at  a  great  angle  ; 
but  if  you  had  twenty  years*  experience  of  the  business 
before  you,  you  would  probably  find  that  the  ratio  of 
expenses  to  sales  at  the  end  was  veiry  much  what  it  was  at 

,  the  beginning. 

(39)  There  is  one  other  point  which  I  may  touch  upon 
'  in  dealing  with  a  series  of  Profit  and  Loss  Accounts,  and 

that  is  the  advisability,   if  possible,   of  obtaining  some 

details  of  the    annual    sales,    such    as    is    afforded  by  a 

splitting  up  into  departments.     An  increase  in  the  total 

sales  is,  of  course,  satisfactory,  but  such  an  increase  may 

mean  an  increase  in  one  department  and  a  falling  off  in 

I  another,  or  an  increase,  say,  in  credit  sales  and  a  falling 

<  oR  in  cash  sales,  and  it  is  desirable  to  know  this.    Indeed, 

one  of  the  points  to  guard  against  in  the  course  of  any 

criticism  of  accounts  is  this  same  possibility  that   two 

tendencies  may  balance  one  another,  with  the  result  that 

neither  of  them  shows  itself.     This  is  only  one  of  the 

many  reasons  why  we  should  not  be  too  positive  in  passing 

I  judgment  on  a  concern. 

(40)  A  word  as  to  the  form  in  which  accounts  are  most 
'  easily  criticised,  assuming  you  have  a  series  of  them  and 
I  can  therefore  employ  the  comparative  method.  I  find  it 
,  helpful  to  re-draw  the  accounts  on  paper  which  I  have  had 

specially  ruled.  There  are  five  columns  on  either  side — not 
five  columns  each  with  space  for  pounds,  shillings,  and 
pence,  but  five  single  columns  for  the  pounds  only,  for 
I  shillings  and  pence  are  not  only  unnecessary,  but  are  a 
positive  hindrance  to  a  general  view.  This  enables  me  to 
deal  with  the  accounts  of  five  years.  Also  I  have  in  both 
Balance  Sheet  and  Profit  and  Loss  Account  as  few  head- 
ings as  possible.  For  instance,  you  often  find  in  a  Balance 
Sheet  smiall  items  among  the  assets,  such  as  ""  Rates  and 
Insurance  paid  in  advance."  These  I  group  together,  or 
add  to  the  book  debts.  In  this  way  the  main  itpms  and 
their  fluctuations  stand  out  clearly.  -»^:5vJOy  Iv^ 
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(41)  I  have  been  obliged  to  deal  very  briefly  with  each  of 
the  points  which  I  have  raised,  and  it  may  well  be  that  you 
are  not  able  to  give  your  assent  to  them  all,  and  it  may 
well  be,  too,  that  there  are  some  other  matters  with  which 
I  ought  to  have  dealt.  But  I  am  not  anxious  to  convert 
you  all  to  my  particular  critical  beliefs.  What  I  do  desire 
is  to  bring  forcibly  to  your  notice  the  possibility  of  regard- 
ing accounts  as  living  documents — on©  form  of  expression 
of  the  human  personality  which  is  always  behind  them. 
Once  this  fact  is  grasped,  you  can  make  your  own  rules 
for  criticism,  which  may  easily  be  an  improvement  on 
those  I  have  outlined. 

{42)  It  is  highly  desirable  for  your  own  sakes  that  you 
should  form  opinions  about  the  concerns  with  which  you 
come  in  contact,  even  though  these  opinions  may  not  be 
asked  for,  or  may,  through  shortness  of  experience,  be  of 
no  great  value.  Form  them,  nevertheless,  only  see  that 
you  have  some  reason  for  holding  them.  "One  can  prove 
anything  by  statistics"  is  often  scoffingly  said,  to  which 
it  has  been  well  retorted  that  "One  can't  prove  anything 
without  them."  And,  though  it  is  perhaps  treasonable  in 
me  as  a  principal  to  say  so,  do  not  be  over-awed  by 
authority.  There  is  a  self-respect  which  is  quite  com- 
patible with  respect  to  one's  elders ;  it  is  not  necessary  to 
be  either  subservient  or  self-assertive.  If  you  honestly  and 
carefully  form  an  opinion  it  is,  or  should  be,  valuable  to 
you  because  it  is  your  own  opinion,  though  circumstances 
may  arise  to  make  you  change  it ;  and  one  circumstance 
very  likely  to  arise  is  the  pointing  out  by  your  senior  or 
principal  *of  some  factor  in  the  case  which  you  had  not 
taken  account  of. 

(43)  Finally,  while  an  accountant's  first  duty  is  to  his 
client,  yet  in  the  course  of  the  performance  of  that  duty  he 
sees  so  much  of  the  inner  workings  of  the  commercial  and 
industrial  world  that  he  is  in  a  better  position  than  most 
men  to  understand  the  workings  of  the  huge  and  compli- 
cated machine  by  which  we  all  live,  whether  workers  or 
idlers,  rich  or  poor.  His  fecial  and  peculiar  knowledge, 
directed  to  public  ends,  may  well  make  him  a  most  useful 
citizen.  "  Net  profit "  is  not  the  be-all  and  end-all  of 
existence.  There  is  a  profit  which  no  accounts  can  show— 
which  no  criticism  can  destroy — which  is  to  be  found  in 
the  consciousness  of  serving  our  fellow  men  according  to 
oar  ability.      


trbe  Xfpetpool  Cbatteteo  Hccountants 
Students'  Hssoctatton. 


Syllabuff— Spring:  Session,  1906. 


PresUent— Mr.  Walter  Blease,  F.C.A. 
Han,  Suretary — Mr.  W.  L.  Evans  (with  Messrs.  Chalmers, 
Wade  A  Co). 


Mar.    8.— Lecture,  "  Rights  of  Partners,  inter  se."  Mr.  S.  S, 
Dawson,  F.C.A. 

„  22.— Lecture,  "  Some  Points  in  Bankruptcy,"  Mr.  J. 
Guy  Rutledge,  Barrister-at-Law. 

,,  29 — Lecture,  "  Preparation  of  a  Statement  of  Affairs 
for  a  Creditor's  Meeting."  Mr.  B.  Howarth, 
F.C.A. 

April    5. — Ten  Minutes  Papers  (with  discussion). 

At  the  Library,  3  Lord  Street,  at  6  p.m 


flottbetn  Jnetitutc  of  dbattetcfe 
Hccountants. 


Annual  Meeting— Report  and  Accounts. 


At  the  annual  meeting,  held  in  the  Library  of  the 
Institute,  13  Grey  Street,  on  Friday,  the  9th  February 
1906,  the  following  annual  Report  and  the  Statement  of 
Receipts  and  Payments  were  adopted:  — 

The  Council  have  pleasure  in  presenting  the  twenty- 
fourth  annual  report  to  the  members. 

The  accounts  for  the  year  show  a  balance  in  hand  at 
31st  December  1905  of  ;^i8  i6s.  7d. 

The  present  membership  consists  of  25  Fellows  and  25 
Associates.  The  Council  would  urge  upon  all  the  local 
members  of  the  Institute  who  are  not  already  members  of 
the  Northern  Institute  to  become  subscribers. 

It  is  with  the  utmost  regret  that  the  Council  have  to 
record  the  deaths  since  last  annual  meeting  of  their  Presi- 
dent, Mr.  Henry  Rawlings;  of  two  memtbers  of  the 
Council,  Messrs.  Richard  Ormond  and  R.  W.  Sisson ;  and 
of  Mr.  J.  M.  Winter,  who  for  many  years  was  also  a 
membea:  of  the  Council.  All  of  these  gentlemen  took  a 
deep  interest  in  the  welfare  of  the  Northern  Institute. 

Several  new  books  have  been  purchased  for  the  Library 
during  the  year. 

The  new  rules  were  adopted  at  a  special  general  meeting 
of  the  members  held  on  the  28th  April  1905.  A  copy  of  the 
rules  was  sent  to  each  member. 

The  Northern  Chartered  Accountants  Students'  Society 
have  again  had  the  free  use  of  the  Library  for  their  classes, 
meetings,  and  lectures.  A  useful  and  instructive  syllabus 
for  the  1905-1906  session  was  arranged  as  follows :  — 
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1905. 

Sept.  20. — Presidential  Address.  John  H.  Armstrong, 
F.C.A. 

Oct.  18. — Lecture:  "Accounts  for  Income-tax  Assess- 
ment." W.  Swan,  F.C.A. ,  Newcastle-on- 
Tyne. 

Nov.  I. — Mock  Shareholders'  Meeting  at  Newcastle-on- 
Tyne.  (The  Sheffield  Society  will  send  three 
representatives  to  take  part  in  the  meeting.) 
,,  15. — T-ecture:  "Executorship  Accounts."  Jas. 
Crake,  F.C.A.,  Hull. 
Mock  Shareholders'  Meeting  at  Manchester. 
(This  Society  will  send  three  representatives 
to  take  part  in  the  meeting.) 

Dec.  13. — lecture:  "Brewery  Accounts  and  Audits." 
Herbert  Lanham,  A.C.A.,  I>ondon. 

-Second  Annual  Dinner. 


14- 
1906. 
Jan.    17.- 


Lecture :  "  Loose-Leaf  Records."  Charles 
Comins,  F.C.A.,  London. 
24. — Debate  with  the  Newcastle-on-Tyne  Law 
Students'  Society.  (This  debate  is  subject  to 
confirmation  by  the  new  Committee  of  the 
Law  Students'  Society  to  be  elected  in 
October.) 


Feb.    21. — Lecture  :"  Fraudulent  Preferences."  B.  Morice, 
LL.B.(Lond.),  Lecturer  in  Commercial  Law 
and  Bankruptcy  to  the  Birkbeck  College. 
Mar.   14. — Lecture:  *' A  Dip  into  The  Accountant.'*    J.  G. 

Nixon,  Junr..  A.C.A.,  Newcastle-on-Tyne. 
April    4. — Second  Annual  General  Meeting. 

The  Council  had  the  pleasure  during  the  year  of  pre- 
senting to  Mr.  R.  H.  Grant  the  Certificate  of  Merit 
awarded  to  him  at  the  Final  Examination  in  June  last. 
I  The  Preliminary  Examinations  of  the  parent  Institute 
I  were  held  as  usual,  at  the  Library,  in  June  and  December. 
Fifteen  candidates  sat  at  the  former  examination  and  ii 
at  the  latter. 

The  following  members  of  the  Council  retire  in  accord- 
ance with  Rule  23: — Messrs.  J.   H.  Armstrong,   Thomas 
'  Bowden,  and  W.  B.  Ormond. 

'      Th©    Hon.    Auditors    and    the    Hon.     Secretary    and 
I  Treasurer  also  retire,  but  are  eligible  for  re-election. 

A  Statement  of  the  Receipts  and  Payments  for  the  year 
has  been  audited,  and  is  now  presented. 

W.  C.  FoRSTKR,  Vice-President. 
WiLLTAM  Rose,  Hon.  Sec.  and  Treasurer. 

I      Newcastle-upon-Tyne, 
I  9th  February  1906. 


Statement  of  Receipts  and  Payments  for  the  Year  ended  31st  December  1905. 


Receipts. 

£    s    d       £    s    d 

To  Balance  in  Bank 22  15    8 

»  Subscriptions  to  date,  as  per  Subscription 
Book:— 

78  Fellows  at  £1  IS.  od 29    8    o 

27  Associates  at  los.  6d 14    3    6 

43  "    6 
F.ess  Arrears       o  10    6 

43    1    o 
,   Entrance  Fees  :— 

2  Associates  at  jC<  "s.  6d 3    3    o 

46    4    o 

.    Allowance  from  Parent  Institute,  towards  Maintenance 

of  Library  (one  year)  to  31st  December  190s    . .  30    o    o 

»    Fees  for  Presiding  at  Examinations 25    4    o 

0   Fees  charged  for  use  of  Library 220 


£126    5    8 


Payments. 

By  Rents,  Rates,  Gas,  Caretaker,  &c S3    4  >( 

,    Printing,  Stationery,  Postage,  and  Sundries               . .  15    o    6 

»    New  Books          13  '9    8 

«    Fees  for  Presiding  at  Examinations        25    4    o 

,    Balance  in  Bank           18  16    7 


£126    5    8 


Newcastle-upon-Tyne, 

18th  January  1906. 


Audited  and  Certified, 


Hbrbkrt  T.  Rosbvrar,  A.C.A. 
Thomas  Vasey,  A.C.A. 


The      following      officers      were      elected: — President,        At    a  meeting    of   the   Council,    held    on    Friday,    the 
Mr.    W.    C.    Forster;    Vice-President,    Mr.   T.    Wallace;      1 6th  February  1906,  Messrs.  J.  II.  Armstrong  and  Thomas 
Council,  Mr.  J.  J.  Gillespie  ;  Hon.  Auditors,  Messrs.  H.  T.     Eowden  were  elected  to  the  two  vacancies  on  the  Council. 
Roseveaj  and  T.  Vasey;   Hon.  Secretary  and  Treasurer,  '  C^ r^r^rs^c> 

Mr  William  Rose.  Digitized  by  VjOO^ IL 
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xrbe  <rbartcte&  Hccountante'  Oolf  Club. 


Medal  Competition. 


T.  M.  Till 97— 13  =«  84 

M.  Jenks gg  —  15  =  84 

T.  D.  Cocke          . ,         . ,  100  —  15  =  85 

W.  F.  Mapleston  . .         . .  94  —    6  =  88 

T.  Wise 106  —  14  =  92 

H.  F.  Turner        . .         . .  98  —    5  =*  93 

A.  O.  Miles           , .         . .  102  —   9  =  93 

H.Walters 109  — 16  =  93 

(  D.  Hill,  Junr 100—5-95 

1  W.  W.  Read         ..         ..  105  —  10  =*  95 

M.  Till  won  on  playing  off  the  tie. 


Bos:ey  Competition. 

W.  F.  Mapleston  . .         . .  all  square 

H.  Walters         3  down 

F.  L.  Fisher 5 

I  H.  F.  Turner 6 

(  T.D.Cocke       6 

(   H.  W.  D.  Soper  ..         ..  7 

\   T.  M.  Till  7 


6. 


The  above  competitions  were  played  at  Romford  by  >ind 
perniission  of  the  Romford  Golf  Club.  There  were  28 
entries,  bat  the  wet  and  windy  weather  accounted  for  the 
rather  poor  scores. 


personaL 


Mr.  H.  C.  Fidgeon,  A.C.A.,  and  Mr,  B.  W.  Simpson, 
A.C.A.,  announce  that  they  have  entered  into  partnership, 
and  have  commenced  to  practise  at  Copthall  House,  E.C., 
under  the  style  of  Fidgeon,  Simpson  &  Co. 

Mr.  H.  Graham  King,  Chartered  Accountant,  has  been 
appointed  Professional  Auditor  to  the  Borough  of  Ealing. 

Messrs.  Macredie  &  Evans,  Chartered  Accountants, 
annoance  that  they  have  removed  to  Orchard  Chambers, 
Charch  Street.  Sheffield. 

Mr.  Arthur  E.  Preston,  F.C.A.,  of  Oxford  and  London, 
was  on  Saturday  last  elected  an  Alderman  of  the  Berks 
County  Council,  on  which  he  has  represented  Abingdon 


since  1895.  Mr.  Preston  has  been  Chairman  of  the 
Education  Finance  Committee  of  the  County  since  the 
Education  Act  of  1902  came  into  force. 

Messrs.  F.  P.  Walter  &  Co.,  Chartered  Accountants, 
of  London,  have  opened  a  branch  office  at  620  Ashdown 
Block,  Winnipeg,  Manitoba,  Canada. 


Aeetlnas  for  tbe  eneuina  Meeli« 


Tw5i«y— Birmingham  Chartered  Accountant  Students' 
Society.— Joint  Debate  with  the  Birmingham  Law 
Students'  Society.  This  meeting  will  be  preceded  by 
tea  at  6  o'clock,  at  the  Library,  8  Newhall  Street. 

Royal  Statistical  Society. — Paper,  "  Statistics  of 
Population  and  Pauperism  in  England  and  Wales, 
1861-1901,"  by  Professor  C.  S.  Loch,  D.C.L.,  at  the 
Society's  Rooms,  9  Adelphi  Terrace,  Strand,  W.C.  ; 
5  p.m. 

Wedfiesday—'LosDO'ii  Chartered  Accountants  Students' 
Society.— Lecture,  •*  Local  Authorities  and  their 
Work,"  by  Mr.  Percy  Ashley,  M.A..  at  the  Hall  of 
the  Institute,  Moorgate  Place,  E.C. ;  6  p.m. 

Sheffield  Chartered  Accountants  Students' 
Society. — Lecture,  "Colliery  Accounts,'*  by  Mr. 
A.  D.  Barber,  A.C.A.,  at  the  Library.  Hoole's 
Chambers,  Bank  Street ;  6.45  p.m. 

KiNGSTON-UPON-HULL  CHARTERED  ACCOUNTANTS  STU- 
DENTS' Society. — Lecture,  *•  Colliery  Accounts,"  by 
Mr.  E.  E.  Price,  F.C.A.,  at  the  Hall  of  the  Incor- 
porated Law  Society,  Bowlalley  Lane,  7.45  p.m. 


Aunfcfpal  Hccountanci?« 


Depreciation  of  Assets. 


(From  The  Manchester  Guardian.) 

What  basis  ought  municipalities  to  adopt  in  making 
provision  for  the  depreciation  and  wear  and  tear  of  the 
assets  employed  in  their  trading  departments?  The  ques- 
tion, which  came  up  sefveral  times  in  the  discussions  on 
the  recent  Manchester  Corporation  Bill,  is  undoubtedly 
one  of  extreme  importance.  Municipal  trading  is  now 
carried  on  to  an  extent  which  only  a  few  years  ago  would 
never  have  been  thought  of,  and  the  tendency  of  itjis  to 
increase  and  develop  rather  than  to  diminish^OQlC 
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When  a  municipality  commences  a  trading  project  their 
first  step  is  to  obtain  the  permission  of  the  Local  Govern- 
ment Board  to  borrow  money  for  the  purpose,  unless  such 
power  has  been  obtained  under  a  special  Act  of  Parlia- 
ment, as  Manchester  proposed  to  do  in  the  recent  Bill. 
The  Board  hold  an  inquiry  as  to  the  purpose  to  which  the 
money  will  be  applied,  and,  if  they  give  their  sanction  to 
the  borrowing,  as  a  rule  impose  as  one  of  the  conditions 
that  the  amount  must  be  repaid  within  a  certain  number 
of  years,  and  that  a  sinking  fund  must  be  commenced 
into  which  annual  instalments  must  be  paid,  which  will, 
with  interest,  amount  at  the  expiration  of  the  period  to  the 
amount  borrowed.  The  term  of  the  loan  is  varied  accord- 
ing to  the  purpose  for  which  the  capital  is  required.  Thus 
in  the  case  of  the  Manchester  Corporation  Waterworks 
loans  are  generally  allowed  a  term  of  sixty  years  for 
repayment.  In  the  Gas  Department  the  term  has  varied 
considerably,  but  would  appear  to  average  about  thirty 
years ;  while  in  the  Tramways,  in  which  department  the 
assets  are,  otf  course,  of  widely  different  kinds,  the  usual 
terms  are  either  twenty-five  or  forty  years.  The  term  fixed 
for  the  Electricity  Department  has  been  generally 
twenty-five  years,  with  some  exceptions.  It  will  therefore 
be  sieen  that  if  the  life  of  the  assets  exactly  coincided  with 
the  period  of  the  loans,  by  charging  the  amount  of  the 
annual  sinking  fund  instalments  against  revenue  in  the 
Trading  Accounts,  by  the  time  the  loan  became  repayable 
the  cash  would  be  ready  for  the  purpose,  and  the  assets 
which  had  been  acquired  by  means  of  the  loan  would  be 
written  off.  Assuming  that  the  assets  were  really  worn  out 
and  worthless,  to  replace  them  it  would  be  necessary  to 
start  the  same  procedure  de  novo,  exactly  as  if  commencing 
an  entirely  fresh  undertaking. 

Although,  as  I  have  said,  the  term  of  the  loan  is  varied 
according  to  whether  the  nature  of  the  enterprise  in  which 
the  money  is  to  be  applied  is  permanent  or  otherwise,  it  is 
impossible  to  work  safely  on  the  basis  that  the  assets  will 
always  last  for  the  term  of  the  loan.  Even  though  the 
term  were  fixed  entirely  on  this  basis,  it  would  be  impos- 
sible for  every  contingency  to  be  taken  into  account ;  but 
as  a  matter  of  fact  different  terms  are  sometimes  fixed  for 
exactly  the  same  class  of  work,  so  that  it  is  not  a 
sufficiently  stable  and  certain  basis  on  which  to  make  the 
calculation.  For  what  is  the  position  if  the  assets  become 
worn  out  before  the  term  of  the  loan  has  expired?  The 
municipality  owes  money  for  which  there  is  nothing  to 
show,  the  assets  acquired  with  it  having  disappeared. 
There  are,  however,  many  municipalitiee  working  on  these 
lines,  providing  only  what  they  are  legally  obliged  to  do, 
whether  it  is  likely  to  be  sufficient  or  not.  On  the  other 
hand,  there  are  municipalities  who  make  ample  provision 
for  depreciation  of  assets,  irrespective  of  their  sinking 
fund  obligations. 


Thf  Three  Systems, 

There  are,  in  fact,  broadly  speaking,  three  systems  now 
being  followed,  viz.  :  —There  are  those  who 

(1)  Charge  sinking  fund  instalments  to  revenue  and  con- 
sider same  to  provide  for  depreciation  ;  or 

(2)  Make  a  charge  for  depreciation  for  what  is  considered 
to  be  a  proper  amount  in  each  case,  and  out  of  it  provide 
for  sinking  fund  instalments ;  or 

(3)  Charge  sinking  fund  instalments  to  revenue,  and  also 
make  out  of  re\'enue  whatever  is  considered  to  be  a  fit 
provision  for  depreciation. 

Now  what  is  the  position  at  the  expiration  of  the  term 
of  loan  under  each  of  these  systems? 

(i)  If  the  assets  have  depreciated  more  quickly  than  the 
sinking  fund  has  been  built  up,  during  the  last  few  years 
of  the  loan  sinking  fund  instalments  have  to  be  provided 
though  the  assets  have  already  disappeared. 

(2)  In  this  case  the  assets  are  written  off  during  their  life. 
By  the  time  the  assets  have  been  written  off  the  sinking 
fund  for  the  repayment  of  loan  has  actually  been  provided, 
though  the  loans  may  not  be  due.  In  both  this  case  and 
No.  I  by  the  time  the  loans  are  repaid  the  assets  have  been 
written  off.  If  they  are  worthless,  iresh  borrowings  must 
be  undertaken  in  order  to  replace  them. 

(3)  In  this  case  when  the  loans  become  repayable  the 
money  is  ready  for  the  purpose,  the  assets  have  been 
written  off,  and  there  is  a  fund  in  hand  to  replace  those 
assets  without  further  borrowing. 

Which  is  the  best  system  to  adopt?  To  my  mind  No.  2 
commends  itself  as  being  the  most  equitable  and,  com- 
mercially speaking,  correct.  If  all  municipal  Trading 
Accounts  were  prepared  on  this  basis  compasisons  between 
their  results  and  those  achieved  by  private  undertakings, 
which  at  present  seem  so  difficult  to  make,  would  be 
rendered  very  much  more  simple  and  reliable.  For, 
strictly  speaking,  the  length  of  time  allowed  for  repayment 
of  a  loan  ought  not  to  determine  the  charge  against  revenue 
unless  it  is  based  exactly  upon  the  life  of  the  asset,  and  this 
it  cannot  be  to  any  reliable  extent.  It  is  fixed  before  the 
assets  are  acquired,  while,  on  the  other  hand,  depreciation 
is  fixed  at  the  end  of  the  trading  period  with  a  full  know- 
ledge of  all  the  facts  available  for  guidance. 

There  can  be  no  doubt  which  is  the  most  prudent  course 
of  all  to  adopt — ^viz..  No.  3.  The  point  is  whether  it  does 
not  err  on  the  side  of  prudence  so  much  as  to  tax  the 
present  generation  heavily  for  the  benefit  of  posterity.  I 
think  it  certainly  does.  Yet  this  is  what  is  being  done  by 
the  Glasgow  Corporation  in  connection  with  their  tram- 
way system.  They  are  practically  going  to  make  a  gift  to 
the  next  generation  of  a  complete  trsmway  systMP-    That 
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is  to  say,  wh«n  their  present  borrowings  become  repay- 
able, assuming  the  present  undertaking  to  be  worn  out  and 
absolutely  worthless,  they  will  have  a  fund  in  hand  which 
would  be  sufficient  to  furnish  a  complete  new  and  modern 
system  without  further  borrowing.  But  is  it  a  fair  assump- 
tion that  the  present  system  will,  as  a  matter  of  fact,  be 
absolutely  worn  out  and  worthless?  In  all  probability 
it  will  be  in  working  order,  and  therefore  worth  something. 
Therefore  the  Glasgow  people  will  have — (a)  A  tramway 
system,  maybe  rather  the  worse  for  wear,  but  in  working 
order;  (b)  funds  in  hand  to  provide  an  absolutely  new 
system ;  (c)  all  liabilities  extinguished. 

This  appears  to  me  to  be  rather  hard  on  the  present 
generation.  The  more  correct  course  would  seem  to  be 
to  depreciate  the  assets  on  a  liberal  scale,  so  as  to  aim 
at  being  on  the  safe  side,  and  out  of  that  provision  to  set 
aside  sinking  fund  instalments.  Even  then  the  coming 
generation  will  be  on  the  right  side,  as  the  assets  will,  as 
a  rule,  always  be  worth  at  any  rate  something  at  the  time 
when  they  are  entirely  written  off  in  the  books. 

T/ie  Practice  in  Manchester. 

The  policy  of  the  Manchester  Corporation  in  respect  of 
this  matter  seems  to  be  a  little  haphazard.  It  may  perhaps 
be  correctly  described  as  beirfg  No.  i  in  the  main,  with 
exceptions  in  certain  cases.  As  the  professional  auditors 
in  their  report  for  the  year  1904-5  point  out,  no  deprecia- 
tion has  been  provided  in  the  accounts  for  the  year  in 
either  Gas  or  Water  Department,  though  of  course  sink- 
ing fund  instalments  have  been  charged  against  revenue. 
In  the  Electricity  Department  an  amount  of  ;^38,327  jys.  4d. 
was  provided  for  depreciation  in  addition  to  sinking  fund 
irstalments,  which  latter,  owing  to  the  short  life  of  the 
plant,  would  not  be  sufficient  for  depreciation.  In  the 
Tramway  Department  the  depreciation  for  the  year  was 
^/Tji.yoi  14s.  5d.  in  addition  to  sinking  fund  instalments. 
It  is  evident  that  in  the  case  of  the  last  two  departments 
the  amount  to  be  set  aside  for  sinking  fund  has  not  been 
considered  sufficient  to  cover  the  depreciation  for  the  year, 
and  therefore  an  additional  charge  has  been  made.  This, 
however,  only  goes  to  prove  that  to  allow  the  sinking  fund  i 
t^  determine  the  amount  of  depreciation  is  a  wrong  basis,  j 
in  which  the  element  of  chance  enters  largely,  and  which  | 
IS  likely  to  lead  to  difficulties.  The  more  satisfactory  and  ' 
scientific  method  w»ould  be  to  charge  full  depreciation  at 
what  is  considered  to  be  the  correct  rate  in  each  case. 

2' he  Need  for  a  Definite  Policy. 

We  have  now  to  consider  the  other  important  point  of 
principle — viz. :  Assuming  that  full  depreciation  is  charged 
la  the  accounts,  is  it  necessary  also  to  charge  the  sinking 
fund  instalment?  I  have  already  pointed  out  in  the  case 
of  the  Glasgow  Corporation  Tramways  what  is  the  effect  of 


such  a  course.  The  question  is.  Is  it  fair  as  between  one 
generation  and  another?  It  seems  to  me  that  if  a  generous 
rate  of  depreciation  is  allowed  there  will  always  be  some- 
thing to  hand  over  for  the  benefit  of  posterity.  Whatever 
that  value  turns  out  to  be  it  is  a  gift  to  our  successors, 
and  in  some  cases,  where  property  has  been  largely  main- 
tained out  of  revenue,  will  no  doubt  be  a  very  handsome 
one. 

Clearly  we  ought  to  know  which  system  we  intend  to 
follow.  At  present  each  department  seems  to  be  acting 
independently  of  any  central  idea.  In  their  report  on  the 
Electricity  Department  for  the  year  1904-5  the  professional 
auditors  say,  with  reference  to  the  amount  charged  for 
depreciation :  — 

If  it  is  the  intention  to  provide  for  replacements  at 
the  end  of  the  life  of  the  plant  by  means  of  this  fund, 
and  not  to  re-borrow  for  the  purpose,  in  our  opinion 
the  above  provision  is  entirely  inadequate.  If,  on  the 
other  hand,  it  is  intended  to  re-borrow,  it  should  be 
borne  in  mind  that  the  life  of  the  plant  is  probably 
much  shorter  than  the  period  allowed  for  the  repay- 
ment of  the  loans,  which  in  no  case  is  less  than  25 
years ;  therefore  powers  would  have  to  be  obtained  for 
loans  for  the  same  purposes  for  which  there  would  be 
existing  loans. 

Surely  on  a  matter  of  such  extreme  importance  as  this 
our  policy  should  be  absolutely  clear  and  well-defined. 


f atlutcd  and  Sflld  of  Sale  in  £nalan& 
an&  Malcd* 


According  to  Kemp's  Mercantile  Gazette ^  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  Mar.  gth,  was  190,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  London  Gazette, 
100;  Deeds  of  Arrangement  registered,  90.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were  : 
Bankruptcies,  109 ;  Deeds  of  Arrangement,  89  -total,  198 ; 
being  a  decrease  of  8.  The  total  number  of  commercial 
failures  recorded  during  the  lo  weeks  of  the  present  year  is 
1,695;  the  total  number  recorded  in  the  corresponding  10 
weeks  of  last  year  was  1,840,  showing  a  decrease  of  145. 

The  number  of  Bills  of  Sale,  including  Re-registrations 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
Mar.  9th,  was  190.     The  number  in  the  corresponding  week 
of  last  year  was  172,  showing  an  increase  of  18.     The   total 
number  filed  during  the  10  weeks  of  the  present   year    is 
1,576;  the  total  number  filed  in  the  corresponding  10  weeks 
of  last  year  was  1,708,  showing  a  decrease  of  13a,     j 


866 


THE    ACCOUNTANT 


March  17,  1906. 


Debentures. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week 
ending  Friday,  Mar.  9th,  amounted  to  / 1,350.040,  by  way 
of  addition  to  ;f  i»873,57o,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  :(i, 332,868,  showing  an  increase  of 
£i'j,i'j'2.  The  total  amount  registered  during  the  10 
weeks  of  the  present  year  was  :(i4,892,326  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  £17^5^,^55  for  the  corresponding  10  weeks 
in  1905,  showing  a  decrease  of  :(2,76i,929. 


The  Profession  in  Scotland. 


Society  of  Aooountants  in  Edinburgh. 


Report  by  the  President  and  Council  to  the  Annual 
General  Meeting. 

The  President  and  Council  beg  to  make  the  following 
Report  to  the  members  on  the  proceedings  of  the  past 
year: — 

The  Joint  Committee  of  the  Councils  of  the  Societies  of 
Chartered  Accountants  in  the  United  Kingdom  held  one 
meeting  during  the  past  year,  at  which  matters  of  general 
interest  to  the  profession  were  discussed. 

The  '*  History  of  Accounting  and  Accountants,*'  which 
was  written  on  behalf  of  the  Chartered  Accountants  of 
Scotland,  was  published  in  the  early  part  of  the  year,  and 
was  received  with  general  approbation.  A  copy  was  issued 
to  each  member  of  the  Society. 

The  President  and  Council  have  had  under  consideration 
for  some  time  the  arrangements  connected  with  the  Library. 
In  view  of  the  dimensions  to  which  it  has  grown,  it  being 
now  fairly  complete  as  regards  Accounting.  Actuarial, 
Economic,  and  Legal  works  likely  to  be  consulted,  and  of 
the  increasing  use  made  of  it,  the  Council  resolved,  after  full 
deliberation,  to  appoint  a  Librarian,  and  at  the  same  time  to 
extend  the  opportunities  given  to  members  to  borrov/  books. 


and  to  permit  apprentices  under  certain  conditions  to  do  so 
also,  a  privilege  which  they  do  not  at  present  enjoy.  Mr. 
Alfred  Fairhurst  has  been  appointed  to  the  new  office,  and 
has  taken  up  his  duties.  The  new  bye-laws  for  regulating 
the  use  of  the  Reading  rooms  and  Library  are  appended  to 
this  report. 

The  usual  course  of  lectures  in  conjunction  with  the 
Institute  of  Banker^  will  this  year  be  delivered  by  Professor 
Nicholson— his  subject  being  "National  and  Municipal 
Finance." 

The  Evening  Classes  for  apprentices  continue  to  be  fully 
taken  advantage  of. 

The  attention  of  the  President  and  Council  was  recently 
drawn  to  a  published  prospectus  in  which  a  firm  composed 
of  two  accountants,  practising  under  their  combined  names, 
one  of  whom  is  not  a  Chartered  Accountant,  while  the  other 
is  a  member  of  this  Society,  was  designed  "Chartered 
Accountants,"  and  the  letters  **  C.A."  were  adhibited  to  the 
firm's  signature  to  the  certificate  of  profits.  The  member 
of  this  Society  on  being  communicated  with  explained  that 
the  use  of  the  term  *'  Chartered  Accountants  "  was  due  to 
an  oversight,  and  would  not  be  repeated,  but  he  claimed  for 
his  firm  the  right  to  use  the  letters  '^C.A."  ;  at  the  same 
time,  however,  expressing  his  willingness  to  adhere  loyally 
to  a  law  prohibiting  such  use  if  passed  by  the  Society. 

The  right  to  the  designation  of  Chartered  Accountant  in 
Scotland  and  the  relative  abbreviation  is  not  founded  upon 
or  regulated  by  the  laws  of  the  Societies,  but  rests  upon 
long  usage,  confirmed  by  decisions  of  the  Court.  The 
President  and  Council  consider  it  highly  undesirable  in  the 
interests  of  Chartered  Accountants,  as  well  as  in  the  public 
interest,  that  such  a  loose  practice  in  connection  with  the 
use  of  the  letters  "C.A."  should  be  allowed  to  grow  up. 

A  special  general  meeting  of  the  Society  was  held  on 
2ist  July  1905,  at  which  new  members  were  admitted  and 
a  resolution  passed  to  have  a  portrait  of  the  President 
painted  for  the  Society  and  a  replica  thereof  presented  to 
Mrs.  Carter. 

The  report  of  the  General  Examining  Board  for  the  past 
year  has  been  issued.  The  usual  statements  showing  the 
number  of  members  and  apprentices  of  the  Society  at 
the  close  of   the   year,   and   an  abstract  of  the  accounts 

for  1905,  are  appended  hereto.  C^  r^r^r^^r> 

^  Digitized  by  VjOOQ  IC 


March  17,  1906. 


THE    ACCOUNTANT 


367 


Abstract  of  Treasurer's  Intromissions  for  the  Year  ending  31st  December  1905. 


Charge. 

Funds  at  31st  December  1904  (exclusive  of  the  value  of 

Heritable  Property,  No.  27  Queen  Street,  and  the  Furni-  | 

ture.  Books,  and  Pictures  of  the  Society  therein):—  . 

£2.000  2^%Consolidated  Stock  at  cost £i>797  6    ol 

£630  4A%  Debenture  Stock    of    the  Great  Central  I 

Railway  Company,  at  cost 1,047  >    Oi 

£750  4%  Consolidated  Preference  No.  i  Stock  of  the 

North  British  Rait w ly  Company  at  cost    ..        ..1,105  7    3| 

£1,000  Canadian  Government  4%  Stock — redeemable  . 

X907— atcost        •  ..        ..    1,035  I    ol 


4i9^  x<    3 
Deduct :   Balance  at  Debit  of  Current  Account 
with  British  Linen  Company  Bank, 
less  cash  in  hands  of  Treasurer  . .       90  18    7 


2.  Entrance  Fees  from  27  new  Members,  admitted  February 

and  July  1905        £2,835    o    ^ 

3.  Fees  fw  ReKistration  of  Indentures  46    4    o 

4,.  Interest  on  Investments,  &c 153    2    3 

5.  Rent  payable  by  Institute  of  Bankers,  £100, 

awl  Rent  of  back  premises,  £2^                          125    o    o 
Sum  of  Receipts         


4,893  16    8 


3ii58    6    3 


£8,052    2  II 


DiSCHARGB. 

I  Payments  to  the  Endowment  and  Annuity  Fund  Trustees, 
being  one-half  of  the  Entrance  Fees  received  from 
27  hfew  Members £1,41710    o 

2.  Expenses  in  connection  with  Examinations — 

Treasurer  of  General  Examining  Board, 

Eroportion  of  net  outlay  for  year  to  31st 
December  1905,  payable  by  this  Society    £113  16    6 
Sundry  Expenses  at  the  Examinations  at 
Edinburgh 8  10    6 

122    7    o 

3.  Special  Expenditure — 

Grant  to  Accountants'  Company  Q.R.V.B., 

R.S 10  10    o 

History  of  Accounting  and  Accountants      265  19  10 

276    9  10 

4.  Feu-duties,  Taxes,  Insurance,  Furnishings,  and  Repairs 

for  27  Queen  Street 69  10    5 

5.  Outlay  in  Wages,  Coal,  Gas,  Newspapers,  &c.,  for  27 

Queen  Street,  £205  8s.  4d.,  whereof  repayable  by 

institute  of  Bankers,  £102  14s.  2d 102  14  2 

6.  Corporation  Duty 14  13    9 

7.  Expenses  of  Management- 

Salary  to  Secretary  and  Treasurer  for  1905  £160    o    o 
Auditor's  Fee  for  1905  Accounts     . .  10  10    o 

Printing,  Stationery,  &c 56  14    4 

Share  of  cost  of  Official  Directory  . .        . .        24  12    7 
Travelling  Expenses,  including  share  of 
Expenses  of  Joint-Committee  . .       25    i    3 

276  x8    3 

8.  Books  purchased  lor  Library  and  Binding i37    o    9 

9.  Fees  for  Evening  Classes  and  Lectures  at  27  Queen 

Street,  £110  5s.  8d.,  less  fees  received  from  Students, 

£51  9s 58  16    8 

Sum  of  Payments  . .        . .  £2,476    o    9 

10.  Funds  at  31st  December  1905  (exclusive  of  the  value  of 
Heritable  Property,  No.  2^  Queen  Street,  and  the 
Furniture,  Books,  and  Pictures  of  the  Society 
therein)-— 

£2,000  3^%  Consolidated  Stock  at  cost    .  .£1,797    6    0 

i^yi  4^%  Debenture  Stock  of  the  Great 
Central  Railway  Company  at  cost         ..   1,047    i    o 

£750  4%  Consolidated  Preference  No.  i 
Stock  of  the  North  British  Railway  Com- 
pany at  cost    i,T05    7    3 

£1,000  Canadian  Government  4%  Stock- 
redeemable  1Q07  -at  cost 1,035    I    o 

£750  Transvaal  Government  3%  Guaran- 
teed Stock  at  cost 745    9    8 

5i730    4  " 
Deduct :  Balance  at  Debit  of  Current 
Account  with  British  Linen 
Company  Bank       . .        . .      154    2    9 

—  5.576    3    3 

£8,052    2  II 


Edi.nbukgh,  iSth  January  1906.— Having  examined  the  Account  of  the  Intromissions  of  Mr.  Richard   Brown,  C.A.,  as  Treasurer  to  the 


Security  Writs  (or  the  Invested  Funds,  and  have  found  them  in  order. 


Statbment  of  the  number  of  Members  and  Apprentices 
OF  TUB  Society  at  3iftt  December  1905. 

Members. 
The  number  of  original  Members  of  the  Society  was. .      62 
Deatbs    and    resignations   from    1854    to  31st 

December  1904 58 

Do  during  current  year  . .  i 


59 


Leaving 


Edward    Boyd,  C.A.,  Auditor. 

Members  admitted  since  1854  to  31st  December 

1904 490 

Do.         during  current  year..         ..         27 

517 
Deaths,   resignations,    &c.,    up    to    31st 

December  1904 83 

Do.        during  current  year  . .  8 

91 

Leaving 426 

Total    Membership     of    the    Society    at^-^st  ^ 

December  1905     ..         ..    Digitized  by  CjOOgl©9 
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Apprentices. 
Indentures  recorded  in  the  Books  of  the  Society 

to  31st  December  1904 

Do.  during  current  year 


917 
44 


Total  Indentures  recorded  961 

Deduct — 

Indentures  cancelled  before  completion,  or  of 
which  no  discharge  has  been  recorded 
though  expired  for  more  than  two  years    . .       166 

Indentures  of  gentlemen  who  have  not  passed 
the  Final  Examination,  although  the  Inden- 
tures have  expired  for  more  than  two  years 
and  been  discharged 89 

Indentures  of  gentlemen  who  have  become 
Members  of  the  Society        502 

Indentures  of  gentlemen  who  have  passed  the 
Final  Examination  but  have  not  yet  been 

elected  Members  26 

7«3 

Leaving 178 

Being — 
Indentures,   which   expired  during  1904  and 
1905,  of  gentlemen  who  have  not  yet  passed 

the  Final  Examination  26 

Indentures  current  at  31st  December  1905  . .       152 

As  above 178 


Personal. 

Messrs.  John  E.  Watson  &  Son,  Chartered  Accountants, 
of  149  St.  Vincent  Street,  Glasgow,  announce  that  Mr. 
William  Gilchrist,  who  has  been  associated  with  the  firm  as 
managing  clerk  for  the  past  twelve  years,  has  been  assumed 
as  a  partner.  Mr.  Gilchrist  is  a  member  of  the  Institute  of 
Accountants  and  Actuaries  in  Glasgow.  The  business  will 
continue  to  be  conducted  under  the  firm  name  of  John  E. 
Watson  &  Son. 

The  businesses  oi  Rattray  Brothers  &  Co.,  C.A.,  and 
Alexander  &  France,  C.A.,  both  of  Glasgow,  have  been 
amalgamated,  and  will  henceforth  be  carried  on  under  the 
name  of  Rattray  Brothers,  Alexander  &  France,  at 
115  St.  Vincent  Street,  Glasgow. 

Mr.  J.  W.  Stewart,  C.A.,  150  Hope  Street,  Glasgow, 
intimates  that  he  has  assumed  as  a  partner  Mr.  Peter 
Stewart  White,  a  member  of  the  Institute  of  Accountants 
and  Actuaries  in  Glasgow.  The  co-partnery  will  be  carried 
on  under  the  name  of  J.  W.  Stewart  &  Co. 

The  firm  of  Kelly  &  Brown,  C.A.,  150  Hope  Street, 
Glasgow,  of  which  Thomas  Kelly  and  A.  Herbert  Brown 
were  sole  partneirs,  has  been  dissolved  of  mutual  consent. 
Mr.  Thomas  Kelly  will  continue  business  at  150  Hope 
Street,  and  Mr.  A.  Herbert  Brown  at  180  Hope  Street. 


Mnnieipal  TFading. 

Professor  Shield  Nicholson,  on  the  6th  inst.,  delivered 
his  closing  lecture  in  Glasgow  to  the  Glasgow  Chartered 
Accountants  Students*  Society  and  the  Institute  of  Bankers 
in  the  Accountants*  Hall,  St.  Vincent  Street.  Mr.  John 
Mann,  Juar.,  C.A.,  presided  over  a  good  attendance. 

Taking  for  his  subject  "Municipal  Trading,"  Professor 
Nicholson  said  the  term  "  municipal  trading  "  might  be 
held  to  cover  afl  the  operations  of  any  local  authority 
which,  if  undertaken  by   a  private  company,  would  be 
expected  to  yield  a  profit.     It  excluded  many  forms  of 
municipal  enterprise  which  also  required  a  large  capital 
outlay,  and  in  general  involved  an  annual  charge — poor- 
huuses  and  asylums,  public  parks,  municipal  buildings, 
&c.     In  this  wider  sense  municipal  enterprise  was  rather 
to  be  compared  with  private  benevolence  than  with  private 
trading,  and  its  primary  function  was  to  provide  those 
public  works  and  institutions  which  were  beyond  the  scope 
of  private  charity  or  enterprise.     With  the  progress  of 
society  and  the  growlh  of  wealth  we  ought  to  expect  an 
increase  of  municipal  expenditure  for  these  purposes,  but 
this    admissioa    of    itself    raised    a    strong    presumption 
against  the  local  authorities  taking  over  those  functions 
which  were  adequately  performed  by  associations  or  indi- 
viduals whether  for  profit  or  charity.    As  a  general  rule, 
if  there  was  money  in  a  thing  private  enterprise  would 
be  forthcoming,  and  under  the  stimulus  of  private  effort 
the  service  would  be  provided  at  less  real  cost  to  the  com- 
munity.    Even  as  regarded  food  supplies  we  relied  on 
private    trading,    though    occasionally    the    seventeenth 
century  idea  of  public  granaries  was  revived.    Competition 
benefited  the  consumers  not  only  by  a  reduction  of  prices, 
but  by  improvements  in  quality  and  in  the  facilities  of 
acquisition,  as  in  railways,  though  there  was  m  war  of 
rates,  there  was  active  competition  as  regarded  speed  and 
convenience.     The  example  of  railways,  however,  illus- 
trated the  tendency  so  marked  in  recent  years,   though 
always  in  operation,  for  competition  to  be  replaced  by 
combination.    In  all  branches  of  industry  there  had  been 
an  increasing  tendency  to  production  on  a  large  scale  and 
amalgamation.    This  was  shown  not  only  in  manufactures, 
but  in  transport,  and  the  distributive  processes  of  whole. 
sale  and  retail  trade  and  in  banking  and  the  organisation 
of  credit.     The  creation  of  trusts,  cartels,  and  the  like, 
showed  how  excessive  competition  and  production  on  a 
large  scale  tended  to  facilitate  the  growth  of  industrial 
monopolies.    But  whenever  monopolies  arose  the  presump- 
tion was  in  favour  of  some  kind  of  State  control  in  the 
interests  of  the  public.     This  had  always  been  admitted 
when  the  monopoly  obtained  privileges  from  the  State,  as 
in  the   compulsory   acquisition  of  property.      When   the 
monopoly  arose  from  natural  combination,  Sta.te  regtila- 
tion  was  not  so  simple,   as  the  experience  of   America 
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showed,  and  the  idea  was  encouraged  that  the  State,  either 
by  the  central  or  local  authority,  should  taJce  monopolies 
into  its  own  hands.  Municipal  trading  in  the  case  of 
monopolies  was  advocated  on  two  grounds: — First,  that 
the  monopoly  would  prove  a  convenient  source  of 
revenue;  and  second,  that  the  interests  of  the  public 
would  be  promoted  by  better  management.  If  the  main 
object  was  profit,  and  the  price  was  fixed  higher  than  it 
need  be,  then  the  consumers  were  taxed  to  the  extent  of 
the  monopoly  revenue,  and  the  policy  must  be  judged  by 
the  principles  applicable  to  the  taxation  of  commodities. 
In  general  it  was  not  desirable  to  tax  necessaries — t.g.y 
water — and  except  in  the  case  of  necessaries  the  tax  would 
only  fall  on  a  certain  class  of  consumers — e.g.^  of  electric 
light,  and  would  so  far  be  unequal.  The  extent  of  the 
tax  could  only  be  measured  if  they  took  account  of  the 
alternative  methods  that  were  possible  under  State 
regulation,  though  not  undex  State  management.  On  the 
whole,  it  did  not  seem  that  there  would  be  much  surplus 
revenue  from  the  municipal  trading  itself  and  what  there 
wai  would  be  of  the  nature  of  a  tax. 

In  estimating  the  profit  to  be  attained  they  ought  to 
Cf  mpare  this  method  with  other  methods.  The  local 
authority  might  make  a  concession  of  any  of  its  privileges 
for  a  term  of  years  to  a  company,  and  at  the  end  of  the 
term  there  would  be  an  opportuaiity  of  revising  the  terms 
of  the  concession,  and  capturing  any  unearned  increments. 
They  ought  to  be  careful  in  estimating  the  profit  on 
municipal  trading  to  allow  for  all  the  expenses  that  would 
be  involved  if  in  private  hands,  as  it  was  often  by  the 
omission  of  some  of  these  elements  that  the  net  gain  of 
municipal  enterprise  seemed  larger  than  it  really  was. 
Allowances  ought  also  to  be  made  for  the  risk  involved, 
for  municipal  trading  was  almost  entirely  carried  on  on 
l>orTOwed  capital,  and  there  might  be  a  fall  in  the  value 
of  the  capital  invested  either  through  improvements  in  the 
methods  of  supply  or  through  changes  in  demand — sub- 
stitutes might  be  found,  or  the  locality  might  not  grow  at 
the  rate  expected.  The  rapid  growth  of  municipal  debts 
showed  that  these  dangers  were  not  illusory.  In  1900  Sir 
Henry  Fowler  made  an  analysis  of  the  municipal  trading 
of  the  iKxroughs  of  England  and  Wales,  and  of  the  capital  | 
provided,  and  after  allowing  for  interest,  repayment  of 
capital,  working  expenses,  &c.,  he  found  that  there  was  a 
profit  balance  of  about  one-half  per  cent,  on  the  outstand- 
ing debt.  The  ra^id  growth  of  debt  had  induced  the  local 
authorities  all  over  the  Kingdom  to  appeal  to  the  smaller 
i'  %estor  for  deposits.  By  the  extension  of  the  middleman, 
the  corporations  and  the  public  might  share  the  saving 
efiected,  but  there  were  two  drawbacks.  The  deposits 
were  not  invested,  as  they  would  be  by  a  banker,  and  the 
competition  naturally  provc^ed  the  retaliation  of  the 
banks,  so  that  at  a  time  of  financial  strain  the  corporations 


might  have  a  difficulty  in  meeting  the  monetary  demands. 
When  municipal  trading  was  supported  on  the  ground  of 
better  management  or  various  social  objects  other  than 
profit  the  details  varied  with  different  cases,  but  there  was 
generally  a  tendency  to  routine  and  backwardness  in  adopt- 
ing new  methods.  There  was  also  the  danger  of 
extravagance  and  other  abuses  of  an  expanding  bureau- 
cracy. That  was,  perhaps,  the  most  effective  argument 
against  municipal  trading,  especially  when  they  considered 
that  everything  pointed  to  an  enormous  increase  in  the 
proper  or  obligatory  functions  of  local  authorities. 


REAL   •'HOWLERS." 

Writing  in  "  Past  and  Present,"  the  journal  published 
monthly  in  conoection  with  the  Friends'  Schools,  Mr.  E.  B. 
ColliDSon  quotes  the  following  "  genuine  "  howlers,  which,  he 
states,  have  been  noted  in  examinations  conducted  at  Ackwortb, 
Bootham,  Kendal,  Rawdon,  Sibford,  and  a  few  other  places : — 

An  abstract  noun  is  the  name  of  something  that  has  no 
existence,  as  goodness. 

An  abstract  noun  is  one  that  cannot  be  felt,  heard,  seen, 
touched,  or  smelt. 

An  autobiography  is  the  life  of  an  animal  written  after  it  is 
dead,  as  a  moral. 

Chaucer  wrote  in  middle-class  English. 

The  adjective  formed  from  sister  is  Cistercian. 

A  hybrid  means  a  mongril  and  a  mongril  is  a  dog  which  is 
ill-bred. 

A  syllable  is  a  word  expressed  by  one  movement  of  the  mouth. 

Joan  of  Arc  was  a  pheasant's  daughter,  dressed  in  a  man's 
clothes  and  went  to  fight  the  English  and  was  slain,  and  her 
soldiers  said  don't  you  think  you  had  better  wait  till  to-morrow 
to  besiege  Rouen. 

The  Wars  of  the  Roses  killed  a  lot  of  the  important  knights  and 
they  never  got  another  start. 

Elizabeth  bad  a  better  claim  to  the  throne  than  Mary  for  die 
had  possession  nine-tenths  of  the  throne  by  law. 

Far  away  on  the  deep  the  Spanish  Armada  saw  the  beacon 
fires  twinkling  in  endless  chain  from  St.  Michael's  Mount  to  the 
Yorkshire  Moors,  and  knew  that  England  was  ready. 

Five  Mile  Act. — Every  parson  must  preach  more  than  five 
miles  off  his  church. 

Charles  I.  was  going  to  be  married  to  the  Infanta  of  Spain ;  he  ' 
went  to  see  her  and  broke  it  off  at  once. 

The  Pilgrim  Fathers  thought  it  better  to  be  out  of  this  wicked 
world  and  so  colonised  in  Massachussets. 

Rome  is  noted  for  its  Catacombs,  where  skulls  of  great  people 
are  kept.    These  are  very  long  and  dismal. 

Every  German  goes  to  school  at  an  early  age,  however  old 
he  is. 

An  axis  is  an  imaginary  line  on  which  the  earth  is  supposed 
to  take  its  daily  routine. 

The  Pharisees  were  people  who  liked  to  show  off  their  goodness 
by  praying  in  synonyms. 

*'  A  sower  went  forth  to  sow  and  as  he  sowed  he  fell  by  the 
wayside  and  thieves  sprang  up  and  cho^d  him."  ^^ 
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"  And  having  our  loins  girt  about  with  the  helmet  of  saWation." 

The  larynx  is  the  voice-box  and  shuts  when  we  swallow  it 

Liquids  expand  when  heated,  «.^.,  if  a  kettle  is  placed  on  the 
fire  with  water  m  it  and  all  means  of  ventilation  stopped  up  the 
kettle  would  bounce  off  the  fire  from  the  great  force  which  was 
made  inside  it  which  it  wanted  to  let  escape. 

A  line  is  the  shortest  distance  between  two  dots. 

A  surface  is  the  very  top  which  you  cannot  see. 

A  solid  is  that  which  hasn't  any  space  under  the  circumference. 

A  circle  is  the  amount  taken  in  by  the  line  which  goes  all 
round. 

Parallel  straight  lines  even  if  produced  to  eternity  cannot 
expect  to  meet  each  other. 

An  undergraduate  is  (i)  a  person  not  up  to  the  mark;  (2)  a 
lower  class  of  board  school. 

An  optimist  is  a  person  who  attends  to  people's  eyes. 

When  a  word  gets  out  of  date  it  is  termed  "  dead  "  and  so 
gradually  a  language  is  built  up. 


Harmsworth  Encyclopaoia.— Parts  25  (Lockwood— 
Marjoram),  26  (Mark — Moabite  Stone),  and  27  (Moberly — 
Negro)  have  now  been  issued.  Each  consists  of  160  pa^es, 
and  costs  7d. 
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EztntL  horn  Avditine,  by  LAwnEncE  R.  Dicksee,  P.CA. 
{Pag$  190) 

Liumtd  Houui  preMOt  some  rather  special  features.  The  goodwill 
frt^^Mng  to  the  license  gives  the  lease  or  freehold  of  licensed  premises 
a  f*^«-fc<*»  value  greatly  in  excess  of  their  real  value  as  buildings.  To 
be  pcoperly  considered,  the  value  of  the  premises  and  the  license  must 
be  aepatated.  The  former  should  be  depreciated  in  the  usoal  way, 
leaving  the  Uoenae  alone  to  be  considered.  A  license  on  freehold  pre- 
mieeadoea  not  depredate,  bat  a  license  on  leasehold  premises  passes 
away  with  the  premises  and  must  therefore  be  depreciated  like  a  lease. 
A  Hmm^  may  at  any  time  be  lost— either  for  misconduct  or  for  no  rea* 
•DO— bat  this  is  a  conthisency  outside  the  scope  of  depreciation.    It 

aey,  howevei.  be  provided  against  by  Insurance,  which  would  appear 
itobe  a  moft  pradeot  course  to  adopt. 


For  IdU  pofHeelaxi  as  to  UGBVBBI  niUBlVOB  apply  to- 

Tha  LICEHBES  IHSURANCE  CORPORATIOH 
AND  QUIBAHTEE  FUHD,  Limited* 

24  liOOMATi  STREET,  LONDOh. 


JBseliuiT»  BusineM 


Licensed  Property. 


Insurad  and  Loans  and  Debentures  on 
Licensed  Property  off  every  description  guaranteed. 

The  OMpltalisetl  Value  of  the  Qoodwlil  of  a  Licensed  Business 
b  the  value  of  the  liceni:i,  and  may  be  estimated  upon  a  mere 
Mberat  basis  If  the  license  k  Insured. 


OITT  OF  CARDIFF. 

'pHE  Council  invite  applications  for  the  appointment  of  a 
City  Treasurer  and  Controller  of  ^Accounts  and  Super- 
intending Assistant  Overseer,  at  a  commencing  salary  of 
l^$o  per  annum. 

Applications  will  only  be  entertained  rom  those  who  have 
a  thorough  practical  acquaintance  with  the  work  of 
Municipal  Finance  and  Accountancy. 

The  gentleman  appointed  will  be  required  to  devote  the 
whole  of  his  time  to  his  duties,  and  to  take  the  entire 
responsibility,  under  the  Finance  Committee,  of  the  whole 
of  the  Accounts  and  Finances  of  the  City  relating  to  every 
deoartment  of  the  Corporation,  in  accordance  with  a  scheme 
to  be  approved  by  the  City  Council. 

The  engagement  will  be  subject  to  determination  upon 
three  months'  notice  from  either  side. 

Applicants  must  be  between  35  and  45  years  of  age. 

Applications,  on  forms  to  be  obtained  at  my  ofhce,  to  be 
delivered  to  me  and  endorsed  "  City  Treasurer  and  Con- 
tn^ler,'*  not  later  than  the  4th  April  1906. 

Canvassing  directly  or  indirectly  will  be  an  absolute  dis- 
qualification, but  candidates  are  at  liberty,  if  they  choose, 
to  forward  to  members  of  the  Finance  Committee  copies  of 
their  applications  and  testimonials  not  exceeding  five. 

(By  order)        J.  L.  WHEATLEY, 

Town  Hall,  Cardiff.  Town  Clerk, 

14M  Marfh  19061 


Wheatley  Kirk,  Price  &  Co., 

(bstabushrd  1850) 

VALUERS,  AUCTIONEERS  ft  ARBITRATORS 

OP    EVERY    DESCRIPTION    OF 

WORKS,  PLANT,  MAOHINBRT,  ft  STOCK. 

PERIODICAL   VALUATIOMS   AT  SPECIAL    RATES 

ANNUAL     lN3PECTt-^^S      FOR     DEPRECIATION. 

SALES  OF   W0RI(S   BY    PRIVATE   TRSATY. 

PARTNERSHIPS     IN     ENQINEERINQ     PROFESSION     ARRANOEI^ 


46   Watling    Street,    London,  E.a 

and    ALBERT    SQUARE,    MANCHESTER. 
Tblsphoms  5,077  Bank.      Trlrgraus— "INDICES,  LONDON/ 


Bstd.  1891. 


GUARDIAN 

ASSURANCE    COMPANY,    Limited. 


FIRE,     LIFE,  .  ACCIDENT, 

AND    BURGLARY    INSURANCE 


Total  Funds  over  £5,000,000. 


Hbad  Officb:— 11   LOMBARD  STREET,    LONDON. 
Law   Courts   Branch  :— 21    FLEET   STREET. 

%ca^inQ  Httfcles* 


John    Mann,    E^q.,    CA. 


TI7E  are  pleased  to  be  able  to  give  a  portrait 
of  Mr.  John  Mann,  C.A.,  in  this  week's 
issue.  Mr.  Mann  has  been  elected  President 
of  the  Institute  of  Accountants  and  Actuaries 
in  Glasgow  for  the  ensuing  year  after  having 
served  for  several  periods  on  the  Council  of 
that  body.     He  is  now  the  /'  doyen  '*  of  the 
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profession  in  his  native  city  of  Glasgow.  Mr. 
Mann  was  one  of  the  Founders  of  the  Glasgow 
Institute  in  1853,  and  is  at  the  present  time 
the  only  survivor  of  the  original  members. 
Although  in  his  eightieth  year,  he  still  keeps 
in  active  touch  with  all  the  business  of  his 
firm  of  John  Mann  &  Sons.  He  has  been  in 
active  practice  on  his  own  account  for  a  period 
of  fifty-five  years,  having  at  an  early  age, 
through  a  succession  of  deaths,  become  sole 
partner  in  one  of  the  oldest  accountancy 
practices  in  Scotland,  founded  by  Henry  Paul. 
The  office  records  date  back  continuously  to 
1816 — a  period  of  ninety  years. 


Auditors  and  Prospectuses. 


00  few  company  prospectuses  have  been 
^  issued  of  recent  years  that  the  question 
raised  by  our  correspondent  "  Interested  "  last 
week  has  fallen  somewhat  into  the  background. 
None  the  less  is  it  one  of  no  little  importance 
to  the  profession  generally. 

There  is  probably  no  very  great  difference  of 
opinion  as  to  the  position  of  an  accountant 
whose  certificate  is  issued  as  an  integral  part  of 
the  prospectus  of  a  new  company.  While  the 
law  with  regard  to  the  matter  is  undoubtedly 
in  a  very  unsatisfactory  state,  and  the  responsi- 
bility of  the  certifying  accountant  is  thus 
an3rthing  but  serious  in  the  absence  of  fraud, 
it  is  hardly  likely  to  be  seriously  disputed  that 
the  certifying  accountant  is  responsible  for  the 
literal  correctness  of  the  facts  which  he  certifies, 
and  further,  if  he  values  his  reputation,  must 
satisfy  himself  that  his  certificate  is  not 
distorted  so  as  to  appear  to  cover  more  than  it 
really  does.     Among  some  of  the  most  obvious 


defects  coming  under  these  headings  are  certi- 
ficates foretelling  future  results  upon  very 
inadequate  data,  and  certificates  purporting  to 
state  average  annual  profits  from  the  results  of 
a  period  considerably  shorter  than  even  a  single 
year.  A  very  bad  example  of  this  last-named 
defect  was  advertised  comparatively  recently, 
but  in  the  present  article  we  propose  not  so 
much  to  deal  with  the  position  of  the  certifying 
accountant  as  with  the  question  raised  by  our 
correspondent  "  Interested,"  namely,  the  proper 
attitude  to  be  adopted  by  the  accountant  who 
has  had  nothing  to  do  with  the  preparation  of 
the  prospectus,  but  who  allows  his  name  to  be 
mentioned  therein  as  the  auditor  of  the 
company.  In  the  absence  of  fraudulent  intent 
there  can,  of  course,  be  no  possible  liability 
incurred  by  the  accountant  under  such  circum- 
stances, no  matter  what  misstatements  or 
omissions  there  may  be  in  the  body  of  the 
prospectus  itself.  There  is  no  law  requiring  an 
accountant  to  inquire  as  to  the  bona  fides — still 
less  as  to  the  probable  success — of  a  company, 
before  agreeing  to  act  as  its  auditor ;  and  the 
mention  of  his  name  upon  the  front  page  of  the 
prospectus  is  merely  a  statement  that  he  has 
agreed  to  act  as  auditor,  and  is  no  representation 
that  he  is  either  directly  or  indirectly  responsible 
for  the  bona  fides  or  prospects  of  the  company. 
But  while  this  undoubtedly  is  the  legal  aspect 
of  the  matter,  the  fact  remains  that  the  object 
of  publishing  the  auditor's  name  at  all  is  to  use 
it  for  the  purpose  of  inducing  applications  for 
shares.  It  being  common  knowledge  that  it 
is  so  used,  and  that  in  many  cases  its  use  has 
the  effect  anticipated,  it  is  clear  that  no 
accountant  who  has  any  regard  for  his  reputa- 
tion can  safely  allow  his  name  to  be  placed 
upon  the  prospectus  of  a  company  without  first 
satisfying  himself  that  he  can  do  so  without 
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suffering  damage  in  consequence.  If  he  looks 
at  the  matter  from  this  point  of  view  he  will, 
we  think,  be  quite  adequately  and  also  quite 
effectively  safeguarding  the  interests  of  those 
members  of  the  investing  public  who  may  be 
affected  by  the  presence  or  absence  of  his  name 
on  the  front  page  of  a  prospectus. 

As  to  the  exact  inquiries  to  be  made  in  each 
case  before  consenting  to  act,  much  will  in  the 
nature  of  things  depend  upon  circumstances. 
Our  correspondent  indicates  a  course  of  pro- 
cedure which  in  all  normal  cases  would  be 
sufficient,  but  which,  it  seems  to  us,  is  in  some 
respects  unnecessarily  minute.  Inasmuch  as  the 
auditor  who  is  not  also  the  investigating 
accountant  has  in  no  way  contributed  to  the 
construction  of  the  prospectus,  it  is  only 
necessary  for  him  to  consider  its  contents  for 
the  purpose  of  satisfying  himself  that  the 
undertaking  is  formed  with  such  a  reasonable 
prospect  of  success  as  he  would  wish  to 
see  in  connection  with  all  undertakings 
for  which  he  acted.  In  many  cases  it  may 
be  that  the  constitution  of  the  board  is 
quite  sufficient  assurance  to  the  auditor  for  all 
practical  purposes;  but  if  the  directors,  or 
some  of  them,  are  unknown  to  him,  or  if  he  is 
not  convinced  in  his  own  mind  that  anything 
which  they  undertake  is  good  enough  for  him 
to  be  connected  with,  then  clearly  further 
inquiry  becomes  desirable.  We  do  not  think, 
however,  that  that  inquiry  need  ever  take  the 
form  of  seeing  whether  the  prospectus  is 
strictly  in  order  from  a  legal  point  of  view; 
that  is  outside  his  sphere. 

The  position  is,  of  course,  very  different 
when  the  auditor's  certificate  as  to  past  profits 
forms  a  more  or  less  important  part  of  the 
prospectus  itself.     In   such   a   case   the  only 


prudent  course  would  appear  to  be  for  the 
auditor  to  regard  himself  as  responsible,  along 
with  the  directors,  for  the  substantial  accuracy 
of  the  prospectus  as  a  whole;  and  in  particular 
he  should,  we  think,  have  nothing  to  do  with  a 
company  where  it  is  sought  by  cleverly-con- 
trived sentences  to  convey  the  view  that  the 
auditors'  and  valuers*  certificates  are  more 
favourable  than  is  in  point  of  fact  the  case. 
Even  here,  however,  no  definite  rules  can  be 
laid  down.  The  prospectus  may  read  badly, 
and  yet  the  undertaking  itself  may  be  perfectly 
honest  and  straightforward ;  on  the  other 
hand,  the  prospectus  may  read  extremely  well, 
and  yet  the  undertaking  be  one  with  which 
the  accountant  could  only  be  connected,  even 
as  auditor,  at  the  risk  of  his  professional 
reputation. 


What  is  an  Incorporated  Accountant  ? 


T  N  our  Law  Reports  this  week  will  be  found  a 
^  full  account  of  the  proceedings  of  the  motion 
heard  by  Mr.  Justice  Warrington  on  the  i6th 
inst.  in  The  Society  of  Accountants  atid  Auditors  v. 
Goodway  and  The  London  Association  of  Accoun- 
tantSf  which  raises  several  questions  of  the 
greatest  importance.  It  will  be  remembered 
that  in  our  issue  of  last  week  we  reported 
another  motion  that  was  heard  before  his 
Lordship,  to  stay  the  action  on  the  ground 
that  there  was  no  such  body  in  existence  as 
the  plaintiffs  as  described  in  the  title  of  the 
proceedings. 

Dealing  with  the  earlier  motion  first,  this 
was  brought  forward  by  the  defendants  on  the 
ground  that  the  writ  had  been  issued  by  the 
plaintiffs  in  the  name  of  the  Society  of  Accoun- 
tants and  Auditors  (Incorporated  1885).  They 
urged  that  there  was  no  body  entitled  to  the 
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use  of  that  corporate  name,  and  that,  there- 
fore, they  were  entitled  to  a  stay  of  proceed- 
ings, as  in  the  event  of  the  action  being 
dismissed  with  costs  against  the  plaintiff  it 
would  be  impossible  for  them  to  recover  such 
costs  from  a  non-existent  body.  His  Lordship, 
however,  allowed  the  writ  to  be  amended,  with 
the  result  that  what  may  be  described  as  the 
•main  issue  came  before  him  on  the  i6th  inst. 
in  the  form  of  a  motion  for  an  injunction 
against  the  defendants. 

It  requires  but  little  penetration  to  appre- 
ciate the  significance  of  the  cross-motion  heard 
on  the  9th  inst.  The  weak  part  of  the  Society's 
case  was  that  the  word  "  Incorporated"  is  no 
part  of  its  registered  title,  and  that,  indeed, 
the  use  of  the  expression  "  Incorporated 
Accountants  "  by  members  of  the  Society  was 
in  the  nature  of  an  afterthought.  By  attach- 
ing the  words  **  Incorporated  1885  "  to  their 
registered  name  the  Society  have  of  late  sought 
to  more  closely  connect  their  corporate  name 
with  the  title  ordinarily  adopted  by  their 
members ;  but  one  of  the  strongest  points  of 
the  defendant  Association  was,  of  course,  that 
the  Society  had  no  exclusive  right  to  confer 
upon  its  members  the  term  "  Incorporated 
Accountant."  Under  these  circumstances  the 
cross-motion  dealt  with  no  mere  technicality, 
nor  with  a  mere  question  of  costs,  which  we 
think  it  may  fairly  be  taken  were  never  seriously 
in  doubt.  It  must  rather  be  regarded  as  a  pre- 
liminary encounter  which  went  far  to  decide 
the  issue  in  the  following  week. 

With  regard  to  this  main  issue,  his  Lordship 
held  that  the  plaintiffs  had  failed  to  prove — and 
as  far  as  there  was  any  evidence  at  all  it  was 
the  other  way — that  the  use  by  them  of  the 
name  and  the  absence  of  the  use  of  the  name 
by  other  persons  had  caused  it  to  acquire  that 


reputation  with  the  public  which  was  essential  in 
order  that  plaintiffs  should  maintain  an  action. 
Without  going  into  the  merits  of  the  case,  he 
held  that  for  the  purposes  of  an  interlocutory 
action  the  evidence  was  not  sufficient,  and  he 
therefore  refused  the  motion,  with  the  usual 
order  as  to  costs. 

The  plaintiff  Society  appears  to  have  relied 
chiefly  upon  the  Scottish  C.A.  case  ;  but  while 
the  weakness  of  the  plaintiffs  in  each  case  is 
identical  (in  that  neither  the  Scottish  Charters 
nor  the  Society's  memorandum  and  articles  of 
association  gave  power  to  grant  any  distinctive 
title  to  members),  the  strength  of  the  Scottish 
Societies'  case  was,  of  course,  the  unrivalled 
reputation  enjoyed  by  Chartered  Accountants 
in  Scotland,  which  could  not  be  gainsaid.  To 
put  it  no  stronger,  it  cannot  for  one  moment 
be  suggested  that  the  professional  reputation 
of  members  of  the  Society  is  unrivalled  ;  and 
that  being  so,  the  authority  quoted  is  not  very 
helpful,  apart,  of  course,  from  the  fact  that  a 
Scottish  decision  is  not  a  precedent  in 
England.  If  the  Society  decides  to. continue 
the  proceedings,  and  the  action  is  eventually 
heard  upon  its  merits,  it  will,  of  course,  be 
competent  for  the  plaintiffs  to  argue  that  it 
was  quite  unnecessary  for  the  members  of  the 
defendant  company  to  adopt  the  title  "  Incor- 
porated Accountants  "  in  order  to  be  able  to 
act  for  clients  in  income-tax  cases;  but  whether 
their  prospects  of  ultimate  success  are  suffi- 
ciently rosy  to  justify  further  litigation  is,  of 
course,  a  matter  that  will  call  for  their  further 
and  careful  consideration. 

In  the  meantime,  a  much  more  serious  ques- 
tion arises — namely,  as  to  whether,  in  view  of 
this  decision,  membership  of  the  Society  is  of 

any  practical  value.    With  ]?6^ardJ:o  the  Insti- 
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think  that  Mr.  Justice  Warrington's  decision 
of  this  week  is  at  all  applicable.  There  would 
be  no  difficulty  in  demonstrating  the  reputation 
attaching  to  the  term  "Chartered  Accountant" 
in  this  country.  The  difficulty  in  the  way  of 
the  Society  was  to  prove  a  reputation  attach- 
ing to  a  title  which,  in  the  first  instance  at  all 
events,  was  conceived  in  imitation  of  the 
Institute's  title,  and  adopted  by  persons  who 
were  not  eligible  for  admission  to  the  Institute. 
It  is  safe  to  assume  that  no  Royal  Charter 
would  be  granted  to  any  other  body  of  profes- 
sional accountants,  and  if  the  members  of  any 
Society  not  incorporated  by  Royal  Charter 
were  to  usurp  the  title,  the  position  would  be 
entirely  different  to  that  which  came  before 
Mr.  Justice  Warrington  in  The  Society  of 
Accountants  aftd  Auditors  v.  The  London  Associa- 
tion of  Accountants.  As  to  the  position  of  the 
Society  itself,  we  must  admit  that  it  seems 
sufficiently  serious,  for  not  only  is  the  exclusive 
right  of  its  members  to  the  term  "Incorporated 
Accountant "  denied,  but  their  position  will  be  in 
no  way  improved  if,  in  order  to  avoid  misunder- 
standings, they  were  now  to  adopt  some  new 
name.  It  seems  to  us,  however,  that  the 
situation  is  the  logical  product  of  what  has 
gone  before.  No  company  incorporated  under 
the  Companies  Acts,  whether  or  not  it  has 
obtained  the  license  of  the  Board  of  Trade  to 
omit  the  word  "  limited  "  from  its  name,  can 
confer  any  distinctive  title  upon  all  or  any  of 
its  members.  From  time  to  time,  and 
especially  of  recent  years,  many  such  com- 
panies have  claimed  this  right,  and  hitherto  it 
does  not  appear  to  have  been  judicially  con- 
tested. It  seems  to  us,  however,  that  before 
anyone  can  claim  the  prescriptive  right  to  the 
use  of  a  distinctive  name,  he  must  first 
establish  his  own  right  to  use  it,  and  that  is 


the  weak  point  in  the  armour  of  the  Society 
which,  it  seems  to  us,  is  absolutely  fatal  to  its 
pretensions. 


A  Faculty  of  Commerce  in  relation  to 
Accountants. 


T^HOSE  of  our  readers  who  take  an 
interest  in  the  development  of  commercial 
education,  and  who  foresee  in  this  movement 
something  likely  to  advance  the  dignity  of  the 
profession  of  accountancy,  will  be  greatly 
interested  in  the  paper  read  at  a  recent  joint 
meeting  of  the  Manchester  Society  of  Chartered 
Accountants  and  the  Manchester  Chartered 
Accountants  Students'  Society,  by  Professor 
Chapman,  M.A.,  M.Com.,  the  Dean  of  the 
Faculty  of  Commerce  of  the  University  of 
Manchester,  a  full  report  of  which  appeared  in 
our  issue  of  the  24th  ult.  It  is  unnecessary 
for  our  present  purposes  that  we  should  go 
over  the  whole  of  the  ground  covered  by  the 
lecturer,  the  more  so  as  we  discussed  the  matter 
fully  some  years  since  when  the  first  Faculty  of 
Commerce  inaugurated  in  this  country  was 
started  by  the  University  of  Birmingham,  and, 
again,  when  the  University  of  Manchester 
first  announced  its  intention  of  following  in 
Birmingham's  footsteps.  For  our  present  pur- 
poses we  propose  rather  to  contrast  the 
apparent  aims  of  these  two  Universities,  and 
to  discuss  the  results  likely  to  be  achieved 
under  the  different  conditions  obtaining. 

We  gather  from  the  paper  now  before  us 
that  at  Manchester  the  subject  is  regarded 
from  two  points  of  view.  A  certain  knowledge 
of  accounts  is  regarded  as  a  sine  qua  non  of 
every  business  man's  equipment,  and  such  a 
knowledge  is  to  be  insisted  upon  from  every 
candidate  for  the  degree  of  B.Com.  In  addit» 
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to  the  compulsory  subjects,  however,  each  can- 
didate is  required  to  exhibit  a  proficiency  in 
certain  subjects  selected  according  to  the  pro- 
fession he  proposes  to  enter,  and  one  of  these 
subjects  is  Accounting,  dealt  with  upon  such  a 
standard  that,  according  to  Professor  Chapman, 
nobody  can  acquire  the  requisite  knowledge 
unless  he  has  done  work  in  an  accountant's 
office.  The  hours  at  which  the  necessary 
lectures  are  given  are,  however,  arranged  at 
times  to  suit  the  convenience  of  men  engaged 
in  actual  business  during  the  day.  On  the 
other  hand,  at  Birmingham,  Accounting  is  dealt 
with  as  a  compulsory  subject;  and  to  judge 
from  the  time  devoted  thereto  the  standard 
required  from  all  candidates  would  appear  to 
be  considerably  higher  than  that  proposed  at 
Manchester,  while  what  may  be  regarded  as 
"  special "  accounting,  or  accountancy,  finds  no 
place  in  the  B.Com.  curriculum,  being,  we 
believe,  reserved  for  the  M.Com.  At  Birming- 
ham, students  are  required  to  devote  the  whole 
of  their  time  to  their  studies  while  in  residence, 
but  they  are  encouraged  to  place  breaks 
between  the  sessions,  and  to  fill  up  those 
breaks  with  practical  work  in  connection  with 
the  class  of  occupation  which  they  may  desire 
to  ultimately  pursue.  The  course  is  thus  only 
open  to  business  men  on  the  condition  that 
during  the  time  they  are  actively  studying  at 
the  University  they  leave  every  vocation  and 
devote  themselves  exclusively  to  study. 

It  will  be  of  interest  to  see  which  of  these 
two  ideals  produces  the  best  results  in  practice, 
but,  for  obvious  reasons,  any  premature  con- 
clusion upon  the  subject  is  to  be  deprecated ; 
for,  until  a  fairly  large  number  of  degrees 
have  been  conferred,  the  personality  of  the 
graduates  will  naturally  count  for  far  more 
than  the  merits  of  the  course  of  instruction 


through  which  they  have  gone.  The  fact 
that  Manchester  lays  itself  out  for  evening 
students  would  naturally  place  at  its  disposal 
at  once  a  far  larger  number  of  comparatively 
mature  students,  who,  when  they  have 
graduated,  will  be  qualified  not  merely 
academically,  but  also  by  several  years  of 
practical  business  experience.  At  Birmingham, 
on  the  other  hand,  practical  experience  on 
the  part  of  graduates  will  probably  be  the 
exception  rather  than  the  rule ;  and  although 
with  the  increased  number  of  hours  per  week 
devoted  to  study  better  theoretical  results 
ought  doubtless  to  be  achieved,  these  results 
may  require  readjustment  in  the  light  of 
experience  to  be  subsequently  acquired  after 
graduation.  That  at  least  seems  to  be  what 
one  might  expect,  viewing  the  matter  logically, 
but,  of  course,  in  the  nature  of  things  much 
must  depend  upon  the  precise  nature  of  the 
instruction  imparted  at  each  University,  and 
upon  the  mental  material  upon  which  each 
has  to  work.  The  Birmingham  ideal  would 
appear  to  be  more  in  accordance  with  that 
of  the  older  established  Universities,  re- 
garding its  first  degree  as  a  guarantee  of 
ability,  but  not  of  experience;  whereas 
at  Manchester  the  instruction  would  appear 
to  be  grounded  less  upon  University  lines — 
which  may,  of  course,  be  a  considerable  advan- 
tage, but  from  the  point  of  view  of  those  who 
have  worn  the  gown  may  be  regarded  rather 
as  proper  for  a  diploma  than  for  a  degree. 

Doubtless  both  Universities  realise  that  they 
are  embarking  upon  a  new  idea,  and  have  yet 
to  discover  the  precise  means  by  which  the 
objects  intended  may  be  best  accomplished 
in  practice;  and  however  different  their 
methods  may  be,  the  probabilities  are  that 
their  ultimate  object  is    in  each    case  very 
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similar.  Inasmuch  as  experience  alone  can 
indicate  the  best  methods,  it  is  unquestionably 
of  advantage  that  Manchester,  instead  of 
slavishly  following  the  lead  of  Birmingham, 
should  work  out  its  own  programme  upon 
its  own  lines — lines,  moreover,  which  seem  to 
be  especially  suited  to  its  local  requirements. 
That  the  movement  will  meet  with  a  reason- 
able measure  of  support  among  Manchester 
accountant  students  can,  we  think,  hardly 
be  doubted ;  and,  with  a  view  to  removing 
all  unnecessary  obstacles,  we  agree  that  it 
might  be  desirable  to  regard  the  passing  of 
the  Preliminary  Examination  of  the  Institute, 
or  of  one  of  its  equivalents,  as  equal  to  the 
Matriculation  Examination  of  the  University. 
Such  a  concession  could,  however,  in  the 
nature  of  things  only  be  made  temporarily, 
as  being  a  complete  reversal  of  the  normal 
order  of  events.  On  the  other  hand,  the 
Matriculation  Examination  of  the  University 
of  Manchester  certainly  ought  to  be  added  to 
those  entitling  candidates  to  exemption  from 
the  Preliminary  Examination  of  the  Institute 
— if,  indeed,  that  somewhat  obvious  step  has 
not  already  been   taken. 


Some  LesT^  Term8« — III. 


Property  and  Possession. 


[By  our  Legal  Contributor.] 

IT  is  not  only  essential  to  the  proper  comprehension 
of  such  branches  of  "  Mercantile  Law  "  as  the 
'*SaIe  of  Goods,"  "Bailments,"  "Pawn,  Mortgage, 
and  Lien  "  that  the  student  should  clearly  grasp  and 
Hiscriniinate  between  the  terras  "Property"  and 
*'  Possession^"  but  he  will  also  find  such  knowledge 
sen-iceable  in  the  region  of  the  "  Rights  and  Duties." 
For  instance^  in  connection  with  the  "Sale  of 
Goods"  he  will  read  that  on  a  sale  of  specific 
goods    the    "Property"    therein    passes    irrespec- 


tively of  delivery,  that  the  "Property"  in  stolen 
goods  sold  in  market-overt  revests  in  the  owner 
on  the  conviction  of  the  thief;  whilst,  on 
the  other  hand,  that  "Possession"  is  whajt  is 
to  be  looked  at  when  dealing  with  questions  of 
"  Lien,"  or  "  Stoppage  in  transitu,"  Again,  when 
tacklii^  the  "Rights  and  Duties,"  he  will  scarcely 
understand,  unless  he  has  some  such  knowledge^  the 
fundamental  distinction  between  the  position  of  a 
Trustee  in  Bankruptcy  and  that  of  a  Receiver  or 
Liquidator^  and  why  one  should  possess  the  right  of 
Disclaimer  and  the  others  not. 

To  commence  then  with  "  Property."  The  term 
"Property"  is  in  ordinary  language  employed  Co 
express  what  belongs  to  a  man,  what  he  owns,  and 
in  law  it  is  also  used  in  this  sense.  As  a  leg:  term, 
however,  it  has  an  additional  meaning,  and  is  used 
to  denote  "  Ownership,"  or  the  right  of  jM-operty.  As 
an  instance  of  its  former  usage  we  speak  of  a  thing 
as  being  "  my  property,"  wblkt  as  an  instance  of  the 
latter  we  talk  about  the  "  property  "  in  a  thing  sold 
passing  to  the  purchaser. 

By  "Property,"  meaning  thereby  "Ownership," 
or  the  "  Right  of  property  "  or  "  Dominion  "  as  it  is 
sometimes  called,  we  imply  the  most  plenaiy  control 
over  an  object  which  the  law  allows.  I  say  advisedly 
"  as  the  law  allows,"  for  the  fullest  ownerstup  is  not 
absolute  but  subject  to  various  restrictions.  A 
man,  for  instance,  cannot  use  his  property  in  such 
a  way  as  to  injiu'e  or  annoy  another,  a  i»inciple  well 
summed  up  in  the  legal  maxim,  "5ic  uiere  tuo  ut 
alienum  non  laedas.^^  Again,  supposing  that  I  am 
the  owner  of  my  house,  I  may  indeed  destroy  it,  but 
not  by  blowing  it  up  with  gunpowder,  or  by  fire,  and 
so  possibly  injuring  my  neighbour,  nor  may  I  allow 
my  trees  to  overhang  another's  land  without  being 
liable  for  any  injury  caused  thereby.  A  man,  too, 
may  be  deprived  of  his  property  on  bankruptcy,  or 
by  allowing  a  term  of  prescription  to  run  against 
him;  nor  is  his  power  of  disposing  of  his  property 
unlimited,  e.g.^  he  cannot  leave  real  property  to 
charities  or  in  such  a  way  as  to  transgress  the  rule 
against  perpetuities. 

In  English  law  "  Property,"  as  denoting  the  thing 
owned,   is  classified  intc^igifffaJ  by@C"P««>'*^-" 


368 


THE    ACCOUNTANT 


March  24,  igo6. 


"Real  Property"  comprises  land — ^with  the  excep- 
tion of  leaseholds — and  certain  other  species  of 
property  artificially  created  real  property  by 
statute,  e,g.,  New  River  Shares.  "  Personal 
Property  "  includes  all  other  kinds  of  property. 

Of  these  two  classes  Real  Property,  or  land, 
cannot  be  the  subject  of  "  Ownership,"  all  land  being 
in  theory  held  of  the  King,  who  alone  is  the  absolute 
owner,  a  subject  being  at  the  most  only  able  to 
acquire  "Estates,"  or  "Interests"  therein,  e.g., 
estates  in  "fee  simple,"  "fee  tail,"  or  "for  life." 
Personal  property,  on  the  other  hanH,  is  capable  of 
being  the  subject  of  "  Ownership." 

Let  us  now  turn  to  "  Possession,"  a  far  more 
thorny  subject,  the  difficulties  of  which,  however, 
arise  for  the  most  part  from  the  ambiguous 
use  of  that  term.  For,  first,  "Possession"  may 
be  used  to  signify  a  mere  physical  fact — 
viz.,  the  physical  relationship  existing  between 
a  given  perscHi  and  a  given  tangible  object 
or  thing.  Secondly,  it  may  express  the  legal 
relationship  existing  between  such  a  person  and 
thing  with  respect  to  other  persons.  In  the  latter  case 
there  is  implied,  in  addition  to  the  mere  physical 
retwition,  an  intention  to  hold  or  retain  the  object, 
either  as  against  the  whole  world,  or  the  whole 
world  excluding  certain  classes  or  individuals. 
Lastly,  "Possession"  is  sometimes  used  to  express 
the  mere  "Right  to  possession,"  known  also  as 
"  Constructive  Possession." 

All  this  may  perhaps  be  made  clearer  by  way  of 
illustration.  Let  us  suppose,  for  instance,  that  I 
lease  this  room  from  my  landlord,  that  the  furniture 
is  supplied  on  the  hire  system,  and  the  books  by  a 
circulating  library.  Here  I  am  in  "  actual  legal  pos- 
session" of  the  room,  books,  and  furniture,  and  I 
also  have  the  "  right  to  possession,"  but  subject  to 
my  right  the  landlord,  furniture  dealer,  and  library 
have  also,  in  virtue  of  their  ownership,  a  "right  to 
possession." 

Let  us  now  further  suppose  that  you  casually  pick 
up  one  of  the  books,  you  may  now  be  said  to  be 
"in  possession"  of  it  as  expressing  the  physical 
relation  existing  between  you  and  the  book,  but  you 
cannot  be  said  to  be  in  the  "  actual  legal  possession," 


since  you  have  no  intention  of  holding  it  as  against 
anyone.  Supposing,  however,  you  change  your 
mind,  and  deprive  me  of  the  hoc^k,  intending  to 
keep  it  for  your  own,  then  you  may  truly  be  said  to 
be  in  "  actual  legal  possession,"  and  all  that  will  be 
left  to  me  will  be  the  "  right  of  possession." 

In  the  above  illustration  it  will  be  seen  that 
"Ownership"  only  incidentally  comes  in  question, 
and  that  "Possession"  and  the  "Right  to  posses- 
sion" are  the  important  matters.  It  will  also,  I 
think,  be  sufficiently  clear  that  whereas  "Posses- 
sion," whether  meaning  thereby  mere  physical 
possession  or  actual  legal  possession,  can  exist  but 
in  one  person  at  one  and  the  same  given  mcHnent, 
the  "Right  to  possession,"  on  the  other  hand,  is 
capable  of  existing  in  more  than  one  person  con- 
temporaneously, although  as  between  those  persons 
themselves  it  will  exist  subordinately,  as»  in  the 
example  given,  the  "right  of  possession"  of  the 
library  is  subordinate  and  exerciseable  only  subject 
to  mine. 

Although  "Possession,"  "Legal  Possession,"  and 
"  Right  to  Possession  "  have  in  the  foregoing  illus- 
tration been  represented  as  divorced  from  and 
independent  of  one  another,  and  of  "Ownership," 
it  is  not,  oi  course,  to  be  supposed  that  they  must 
necessarily  always  be  so.  Far  from  it,  foe  where 
"  Ownership "  or  "  Property "  exists  in  its  fullest 
sense  it  will  be  found  to  include  all  those  elements : 
a  fact  easily  recognisable  if  we  suppose  that  the 
books  in  the  illustration  given  are  returned  in  due 
course  to  the  library,  when  "  Possession,"  "  Legal 
Possession,"  and  "  Right  to  Possession "  will  all  be 
absorbed  in  "  Ownership,"  and  co-exist  in  one  and  the 
same  person,  viz.,  the  owner — ue.^  the  library. 

Clearly  then  "Possession"  is  not  "Ownership," 
but  although  that  is  so,  yet  there  are  circumstances 
in  which  the  law  regards  it  as  eqtiivalent  to  owner- 
ship, or  perhaps,  to  be  more  accurate,  as  a  con- 
clusive badge  of  ownership,  or  where^  to  use  a 
gallicism  " Possession  vaui  Hire" 

For  whilst  it  is  true  that  no  one  can  effectivdy 
deal  with  the  "Property"  in  a  thing,  or,  in  other 
words^  confer  a  good  title  to  it,  save  its  owner,  or 
those  whom  he  may  authorise — a  principle  summed 
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up  in  the  nuudm  ^Nemo  dot  guod  non  habet'* — 
yet  the  law  in  determining  the  underlying  question 
"  Quis  habetf  **  or  who  is,  or  who  in  its  eye  is  to  be 
deemed  to  be  the  owner,  frequently  decides  in 
favour  of  the  apparent  possessor  as  against  the  true 
"owner."  This  it  will  do  on  the  principle  of 
estoppel^  where  it  can  be  shown  by  a  person  taking 
from  the  apparent  possessor  that  the  true  owner  has 
so  acted  as  to  mislead  him  into  the  belief  that  the 
person  dealing  with  the  property  had  authority  to 
do  so.  To  illustrate  my  meaning  I  will  just  give  one 
or  two  examples  from  the  Sale  of  Goods  Act,  the 
Factors  Act,  and  the  Bankruptcy  Act. 

The  first  of  these  provides  that  where  goods  sold 
are  allowed  to  remain  in  the  "Possession"  of  the 
seller,  with  the  ccHisent  of  the  purchaser,  and  the 
seller  resells  to  a  third  person,  who  takes  bond  -fide 
and  without  notice  of  the  previous  sale,  that  the  third 
party  is  to  get  a  good  title,  or,  in  other  words,  that 
the  "Property"  is  to  pass  to  him  by  virtue  of  the 
second  sale.  So,  too,  in  the  converse  case,  where 
the  unpaid  seller  allows  the  goods  to  get  into  the 
"  PossessicHi "  of  the  purchaser  and  he  transfers  them 
to  a  band  fde  purchaser  who  has  no  notice  of  any  lien, 
&€.«  of  the  unpaid  vendor,  such  second  purchaser 
acqtares  a  good  title  to  the  goods. 

Again,  under  the  Factors  Act,  where  a  mercantile 
agent  is,  with  the  consent  of  the  owner,  in  posses- 
sion of  goods  any  sale,  pledge,  or  other  disposition 
of  the  goods  made  by  such  agent  when  acting 
in  the  ordinaiy  course  of  business  of  a  mercantile 
agent,  is  as  valid  as  though  expressly  autho- 
rised by  the  owner,  providing  the  other  party  to  the 
sale,  &c.,  acts  in  good  faith  and  has  no  notice  of 
the  agent's  want  of  authority,  and  a  good  titie  to  the 
goods  is  accordingly  conferred  on  the  purchaser, 
pledgee,  &c.  Similarly,  the  Bankruptcy  Act  pro- 
vides that  goods  in  the  possession,  order,  or 
disposition  of  the  bankrupt  with  the  consent  of  the 
true  owner,  tmder  such  circumstances  that  the 
bankrupt  is  the  reputed  owner,  are  to  be  regarded 
as  his  (the  bankrupt's)  property,  and  to  pass  to  his 
trustee  in  bankruptcy. 


tiaieeltli?  Dotes* 


OorporatioBi  M  A  correspondent  forwards  an  extract 
Oarrien.  from  Mr.  Justice  FarwelVs  judgment  in 
the  Manchester  Corporation  case,  in  support  of  that 
portion  of  the  leader  in  the  Municipal  Journal  which  we 
italicised  in  our  issue  of  the  24th  ult.  At  the  outset,  we 
may  say  that  this  is  not  a  question,  so  far  as  we  are 
concerned,  of  municipal  trading,  for  municipal  trading 
may  be  said  to  be,  to  a  certain  extent,  a  political  matter, 
and  therefore  we  are  uot  in  any  way  interested.  The 
point  is  as  to  the  interpretation  of  the  judgment.  Our 
contemporary  stated  that  the  corporation  could  "  con- 
tinue to  u-e  the  cash  on  delivery  system,"  but,  if  we 
turn  to  the  judgment  itself,  we  find  that  they  could  only 
continue  to  use  the  cash  on  delivery  system  if  this  was 
part  of  the  business  of  a  common  carrier,  and  Mr. 
Justice  Farwell  stated  that  he  had  no  evidence  that  it 
was  part  of  such  business.  Furthermore,  the  condition 
that  the  parcels  must  pass  over  the  tramway  system 
surely  means  that  the  transaction  must  be  essentially 
one  of  tramways.  As  put  by  our  contemporary,  it 
might  be  taken  that  a  few  yards  of  the  tramway  system 
were  all  that  was  necessary  to  define  **  tramway-borne 
goods."  We  are  reluctant  to  accept  this  view,  and  we 
do  not  think  our  hesitation  is  unreasonable. 


Vtaat  we 

Partnership 

ProflU? 


The  question  asked  by  our  correspon- 
dent <*  M.  B.  C."  last  week  is  one  of 
some  importance.  It  seems  to  us  that 
in  the  case  of  a  partnership  all  expenditure  authorised  by 
the  partners,  or  by  any  one  partner  acting  infra  vires^  is 
chargeable  against  the  current  year  in  the  absence  of 
express  stipulation  to  the  contrary.  Save  by  mutual 
agreement,  we  do  not  think  that  any  expenditure  could 
be  spread  over  the  profits  of  successive  years  unless  it 
clearly  represented  a  payment  in  advance,  the  benefit 
for  which  would  be  experienced  over  the  whole  of  the 
term  against  which  the  expenditure  was  charged.  For 
what  it  is  worth,  however,  we  may  point  out  that  in 
connection  with  undertakings  whose  accounts  are  kept 
upon  the  double-account  system  the  normal  procedure 
is  to  charge  against  current  revenue  all  parliamentary 
expenditure  connected  with  oppositions.  We  therefore 
incline  to  the  view  that  the  whole  of  the  cost  of  the 
parliamentary  expenses  must  be  charged  against  the 
six  thousand  pounds,  and  the  balance  only  divided 
according  to  the  agreed  arrangements  for  the  division 
of  profits.  Digitized  by  VnC 
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TlM  Ttompemioe 


The  fifty -second  anoual  report  and 
accounts  of  the  Temperance  Perma- 
BnUdlntf  Boelety.  nen^  Building  Society  have  now  been 
issued,  and  show  a  considerable  advance  upon  all 
previous  figures.  The  liability  on  shares  and  deposits 
stood  on  the  31st  December  last  at  /"i, 798,2 19,  and  the 
amount  secured  by  mortgages  at  ;f  1,883,007.  These 
figures  are  more  than  twice  as  large  as  the  correspond- 
ing figures  of  twelve  years  ago,  while  the  stability  of  the 
Society  during  that  period  is  evidenced  by  the  fact 
that  the  reserve  fund  has  increased  from  ;^48,403  in 
1893  to  ;f 1 17,157  in  1905.  In  1878,  the  twenty-fifth 
year  of  the  Society's  existence,  the  reserve  fund  was 
only  jf4iOi5. 


«.   »   xw  The  accounts  of  the  Westboume  Park 

Park  PttrmaiMiit  Permanent  Building  Society  for  the 
BnlMlBtf  loeMy.  year  ended  3i8t  December  last  have  now 
been  issued.  They  show  receipts  for  the  year  amount- 
ing to  ;£'376,ooo,  and  a  surplus  profit  (after  providing 
for  interest  on  shares)  of  £iAoS.  The  total  amount  of 
assets  was  ^682,806,  of  which  ;£'634,89i  is  invested  in 
mortgages,  no  one  mortgage  exceeding  ;£'2,ooo  and  the 
majority  not  exceeding  ;^5oo.  No  properties  are  in 
the  possession  of  the  Society,  and  in  no  case  is  the 
interest  upwards  of  twelve  months  in  arrear.  We 
notice  that  at  the  twentieth  annual  meeting,  which  was 
held  recently,  a  weU-known  Nonconformist  minister 
presided,  although  he  does  not  appear  to  be  in  any 
way  connected  with  the  management  of  the  under- 
taking. 


Tht  Bntfrftvliitf  of  Much  astonishment  is  being  expressed 
Shan  OertlfloatoB.  in  America  that  no  law  was  violated 
by  the  engraving  company  which,  &ome  little  time  ago, 
furnished  blank  certificates  used  in  connection  with 
the  forgery  of  some  stock  in  a  well-known  transatlantic 
concern.    A  New  York  contemporary  says  :— 

'*Here  was  a  perfect  stranger  approaching  this 
engraving  company's  manager,  with  no  other  introduc- 
tion than  a  forged  letter  to  himself  written  on  ordinary 
hotel  note  paper,  and  then  ordering  and  receiving  from 
the  concern  blank  certificates  of  a  corporation  repre- 
senting, when  properly  filled  out  and  signed,  a  market 
value  of  more  than  93,000,000!  According  to  the 
forger's  specific  instructions,  these  certificates  were 
ordered  lithographed — not  engraved,  as  the  rules  of  the 
New  York  Stock  Exchange  require— and  to  have  the 
manufacturer's  name  omitted  from  the  comer;  but  both 
these  extremely  suspicious  circumstances  did  not  deter 
the  manager  from  taking  the  job  and  executing  it.    A 


looser  and  more  hazardous  transaction  in  a  most 
important  and  delicate  line  of  business  cannot  be 
imagined.  Yet  it  may  easily  be  repeated  any  day — 
many  times  and  in  many  places,  in  fact — and  with  the 
most  disastrous  results.** 

It  is  reported  that  the  rules  of  the  New  York  Stock 
Exchange  limit  to  eight  engraving  companies,  American 
and  foreign,  the  production  of  certificates  that  consti- 
tute *'  good  deliveries."  A  suggestion  is  made  in  Wall 
Street  that  the  printing  of  unauthorised  and  fraudulent 
certificates  should  be  made  a  criminal  act,  but  this  is 
hardly  in  accordance  with  our  standard,  for  we  should 
have  difficulty  in  punishing  an  engraver  who  innocently, 
and  in  the  ordinary  course  of  his  business,  became  a 
party  to  a  fraud.  Nevertheless,  a  great  amount  of  care 
should  be  exercised,  and  we  doubt  very  much  whether 
any  of  the  best  firms  in  this  country  could  be  easily 
imposed  upon. 


^aBkmptt  and  '^^^  desirability  of  amending  the  Bank- 
Bookkeeping,  ruptcy  Act,  with  a  view  to  securing 
more  careful  accounting  by  traders,  was  the  subject  of 
comment  at  a  meeting  of  creditors  at  Birmingham 
recently.  The  bankrupt,  in  reply  to  questions,  stated 
that  he  had  kept  no  record  of  receipts  or  payments. 
He  kept  an  account  of  his  takings  during  the 
first  three  weeks  he  was  in  business,  but  neglected  to 
do  so  afterwards.  The  manager  of  his  branch  shop  had 
not  been  required  to  keep  any  account  of  the  takings, 
and,  as  he  had  not  kept  any  account  of  the  stock  sent 
to  that  shop,  debtor  had  no  check  over  the  manager. 
The  Official  Receiver  remarked  that,  in  connection  with 
the  absence  of  proper  books,  things  would  never 
improve  until  it  was  made  a  criminal  offence  for  a  man 
to  fail  to  account  for  moneys  received  and  paid. 
Mr.  Jaques  said  the  Millers'  Association  were  dealing 
with  the  question  of  bookkeeping,  and  they  intended 
approaching  the  Board  of  Trade  with  a  view  to  making 
it  a  penal  offence  for  a  trader  not  to  keep  a  record  of 
receipts  and  payments. 


^-,1.   w  .    .*.       Mr.  T.  Hallett  Fry  is  contributing  a 
"The  InlqultiM  ^  ^ 

of  the  series  of  articles  under  the  above  head- 

Ineome  Tax."  j^g  ^q  ^he  columns  of  The  Financial 
Times,  In  the  first  paper,  after  setting  off  against 
evasions  of  the  tax  the  many  persons  who  fall  to  take 
advantage  of  their  right  to  exemption  or  abatement,  it 
is  said  that  *'  the  smaller  business  taxpayers  are  great 
*<  sufferers,  for  these  seldom  keep  accurate  accounts  and 
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"  are  consequentiy  at  the  mercy  of  the  Surveyor  of 
"  Taxes,  who  may,  if  he  is  so  disposed,  put  up  their 
"  assessments  from  year  to  year  until  the  amount  of  the 
'*  profit  .  .  .  bears  no  reasonable  relation  to  the 
''  actual  profit  on  the  business.  This  is  the  case  very 
"  largely  with  small  shopkeepers,  who  have  no  proper 
^'  system  of  accounts,  and  who  endeavour  by  some 
"  method  to  get  at  approximately  the  amount  of  the 
"  profit  made  by  them.  In  such  cases  it  is  difficult  for 
**  any  assessment  to  be  successfully  combated,  and  if 
'*  an  appeal  be  made  against  the  amount  demanded  they 
"  are  required  to  furnish  satisfactory  accounts  for  three 
•'  years— very  often  an  impossible  feat  to  a  small  trader 
"  without  any  accountancy  experience,  and  who  does 
•*  not  feel  justified  in  incurring  the  expense  of  a  clerk 
"  capable  of  keeping  the  necessary  books,  and  producing 
*'  therefrom  accounts  which  will  be  acceptable  to  the 
"  Surveyor  of  Taxes  and  to  the  Income  Tax  Com- 
"  missioners."  It  is  rather  difficult  to  share  Mr.  Fry*s 
sympathy  with  the  small  trader  who  does  not  keep 
books,  for  indeed  that  very  laxity  of  accounting  is  one 
of  the  evils  which,  it  is  hoped,  intended  legislation  will 
suppress.  The  small  trader  does  not  keep  books,  not 
because  of  the  expense  of  a  clerk,  but  because  it  more 
often  than  not  suits  his  purpose  better;  for  if  he  succeeds 
the  facts  will  manifest  themselves,  and  if  he  fails  the 
knowledge  of  impending  disaster  is  spared  to  him  until 
the  catastrophe  happens.  What  sympathy  could  be 
expected  by  a  man  who  would  walk  to  save  a  tram  fare 
and  spend  sixpence  in  apples  on  the  road?  As  to 
appeals,  Mr.  Fry  has  nothing  good  to  say  of  the  General 
Commissioners.  They  are,  he  observes,  residents  in  the 
neighbourhood  of  the  appellant;  they  may  be  trade 
competitors ;  they  do  not  necessarily  know  anything  of 
the  Income  Tax  Acts ;  they  order  the  taxpayer  out  of 
the  room  when  considering  their  verdict,  but  permit  the 
Surveyor  to  remain  closeted  with  them.  Complaint  is 
also  made  that  there  is  no  appeal  from  their  decision  on 
questions  of  fact.  We  agree  that  the  constitution  of 
the  Court  is  faulty,  and  that  the  procedure  not  always 
equitable ;  the  alternative  of  resort  to  the  Special  Com- 
missioners might  be  more  used  than  it  is,  but  educating 
the  public  is  a  difficult  task.  It  has  always  seemed  to 
us  that  income-tax  appeals  might  more  reasonably  be 
heard  by  an  official  referee,  or  some  officer  acting  in  a 
j  udicial  capacity  who  is  neither  a  man  in  business  (and 
likely  to  favour  his  fellows)  nor  an  employee  of  the 
Inland  Revenue  Department.  The  constant  striving 
for  reform  must  tell  in  the  long  run,  and  some  day 
perhaps  the  ideal  method  will  be  evolved. 


liicom«Tax  ^°  *^®  House  of  Commons  last  week 
aBdMlnliitf  Mr.  Bottomley  asked  the  Chancellor  of 
DlYldendB.  ^^^  Exchequer  whether  he  was  aware 
that  many  large  shareholders  in  South  African  mining 
companies  were  in  the  habit  of  altering  then:  addresses 
upon  the  Share  Registers,  prior  to  the  declaration  of  a 
dividend,  to  make  it  appear  that  they  were  resident  in 
South  Africa  for  the  purpose  of  escaping  liability  for 
income-tax  upon  such  dividends.  In  his  reply  Mr. 
Asquith  stated  that  the  Board  of  Inland  Revenue  had 
no  knowledge  of  such  a  practice.  The  taxation  of  the 
profits  of  companies,  of  which  the  seat  of  direction 
and  the  register  of  shareholders  were  situated  in  the 
United  Kindom,  was  assessed  on  the  companies  them- 
selves and  not  on  the  individual  shareholders.  For 
that  reason  the  addresses  of  the  shareholders  were 
not  of  interest  to  the  collectors  of  the  income-tax. 
Mr.  Bottomley  probably  knew  this  before— we  wonder 
whether  there  was  anything  at  the  back  of  his  query  ? 


Life  iMimnoe. 


According  to  a  recently-issued  Blue 
Book,  containing  returns  relating  to 
life  assurance  companies  and  a  summary  of  the 
insurances  in  force,  based  on  returns  deposited  for  the 
most  part  during  the  past  five  years,  the  number  of 
assurances,  under  the  heading  of  "Ordinary  business," 
is  given  as  2,303,422,  the  total  amount  assured  being 
^£'737,380,494.  The  industrial  business,  not  including 
sickness  and  friendly  society  contracts,  is  returned  at 
;^24i, 869,649,  the  number  of  assurances  reaching 
24,668,532.  The  figures  of  the  colonial  and  foreign 
companies  are  not  included. 


The  fifty-seventh  annual  report  and 
Railway  accounts  of  the  Railway  Passengers* 
Airaranoe  Assurance  Company,  for  the  year 
Company.  ended  31st  December  last,  were  sub- 
mitted and  approved  at  the  annual  general  meeting 
held  on  the  7th  inst.  The  accounts  show  a  net  premium 
income  of  ^^308,077,  being  an  increase  of  ;f  16,000  on 
1904.  Compensation,  however,  absorbed  £ij2fiorj, 
against  1^157,991  in  the  previous  year,  with  the  result 
that  the  balance  to  the  credit  of  Revenue  Account 
shows  an  improvement  of  about  ;f  8,000  only.  On  the 
Balance  Sheet  it  is  to  be  noted  that  although  the  lease 
of  business  premises,  expiring  in  1937,  has  akeady  been 
entirely  written  off  out  of  revenue,  the  facts  are  clearly 
shown,  and  there  is  thus  no  attempt  at  a  secret  reserve 
in  this  direction.    The  dividend  sanctioned,  together 
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with  the  interim  dividend  ahready  paid,  amounted  to 
88.  per  share,  free  of  income-tax,  the  shares  being  of 
the  nominal  value  of  ;f  10  each,  on  which  £^  has  been 
paid  up.  The  dividend  is  thus  at  the  rate  of  20  per 
cent,  on  the  paid-up  capital. 


Informal  Deedi  of  We  are  informed  that  the  two  letters 
Arrantfemeiit.  which  we  drew  attention  to  in  the 
article  appearing  in  our  issue  of  the  loth  inst.  do  not 
relate  to  the  same  case,  remarkable  as  the  coincidence 
undoubtedly  is.  We  have  further  been  asked  if  we  can 
see  any  objection  to  an  insolvent  estate  being  wound  up 
without  a  deed  of  arrangement  being  executed,  provided 
all  the  creditors  disclosed  by  the  debtor  agree.  The 
question  is  one  which,  it  seems  to  us,  cannot  be  very 
satisfactorily  answered  in  general  terms,  in  that  no 
arrangement  outside  bankruptcy  can  be  altogether 
satisfactory  unless  at  least  the  bona  fides  of  the  debtor 
may  be  safely  taken  for  granted.  If,  however,  there  is 
no  reasonable  ground  for  doubting  that  a  complete  dis- 
closure has  been  made,  and  that  all  creditors  have  been 
consulted,  it  would  be  difficult  to  see  what  valid  objec- 
tion could  be  raised.  The  danger  is,  of  course,  that 
there  may  be  both  undisclosed  liabilities  and  undisclosed 
assets,  as  well  as  irregular  transactions  voidable  in 
bankruptcy ;  and  for  these  reasons  there  must,  we  think, 
be  always  some  risk  attending  such  an  arrangement, 
although  clearly  there  could  be  no  question  of  profes- 
sional impropriety  on  the  part  of  the  accountant 
concerned. 


LlmltMl  ^^"^^  Avebury's  Limited  Partnerships 

PartnonhlpB.  Bill,  which  has  now  passed  the  House 
of  Lords,  proposes  to  legalise  in  this  country  a  species 
of  partnership,  or  association,  which  is  already  well- 
known  in  most  continental  countries,  proposing  as  it 
does  to  distinguish  between  active  or  general  partners, 
whose  liability  for  the  debts  incurred  by  the  firm  is  to 
be  limited,  and  passive  or  sleeping  partners,  whose 
liability  is  to  be  limited  to  the  amount  of  capital  sub- 
scribed by  them.  There  can  be  no  possible  objection 
to  a  well  thought-out  measure  upou  these  lines  being 
enacted,  but  it  may  be  pointed  out,  for  what  it  is 
worth,  that  what  is  for  all  practical  purposes  exactly 
the  same  thing  already  exists,  having  been  provided  for 
so  long  ago  as  1867  by  Sections  4  to  8  of  the 
Companies  Act  of  that  year.  It  is  not  quite  clear  why 
a  power  which  has  been  entirely  neglected,  as  applied 
to  companies,  should  be  expected  to  prove  attractive 


under  the  name  of  limited  partnerships,  but  it  wonld 
be  at  least  equally  unobjectionable  under  the  newer 
name.  Why,  however,  the  active  partners  oi  an  under- 
taking should  be  registered  with  an  unlimited  liability 
when  they  can  as  readily  register  with  a  limited  liability 
is  somewhat  of  a  mystery. 


TheOoMB      The  thirty-fifth  ordinary  general  meet- 
GnanuitM      ^°S     ^^     *^®     Ocean     Accident     and 
Corporation,     Guarantee  Corporation,  Lim.,  will  be 
^^^'  held  on  Tuesday  next,  the  27th  inst., 

when  a  special  resolution  will  be  submitted  to  reduce 
the  company's  name  to  the  more  convenient  title  of 
"The  Ocean  Assurance  Corporation,  Lim."  The 
accounts  for  the  past  year  show  a  net  premium  income 
of  ;fi,o8i,i8i,  against  compensation  claims  amounting 
to  ;£'6o5,826.  The  balance  to  the  credit  of  revenue  at 
the  end  of  the  year  is  £446,288.  Of  this,  however, 
;f35o,5oo  is  set  aside  as  a  reserve  for  unexpired  risks 
being  £5,500  more  than  the  provision  for  that  purpose 
at  the  end  of  1904.  The  proposed  dividend,  including 
the  interim  dividend  paid  last  September,  will  be  at 
the  rate  of  20  per  cent,  per  annum.  Along  with  the 
accounts  is  a  detailed  list  of  investments  and  other 
assets  amounting  in  all  to  £1,452,924.  The  basis  of 
valuation  is  not  stated,  but,  in  some  cases  at  least, 
it  appears  to  be  above  market  price.  For  instance. 
Consols  are  valued  at  no.  Doubtless  the  ample 
reserves  are  sufficient  to  provide  for  any  loss 
likely  to  arise  under  this  heading,  but  the  method  of 
retaining  such  assets  at  cost  entirely  irrespective  of 
their  current  values  is  one  that  cannot  be  altogether 
commended.  The  Corporation  has  recently  issued  a 
circular  drawing  attention  to  the  fact  that  it  is  willing 
to  act  as  trustee  under  a  will  or  settlement  for 
debenture-holders,  or  of  property  of  any  description, 
as  well  as  executor  of  a  will.  Power  will  also  shortly 
be  sought,  we  understand,  for  it  to  extend  its  opera- 
tions  to  fire  insurance. 


Cttttent  Xaw* 


Administrations. 
In  re  Sharp  (dec) ;  Ricketis  v,  Ricketts. 

Swinfen-Eady,  J. 

Held,  that  trustees  who  have  paid  annuities  without 

deducting  income-tax  are,  in  the  absence  of  express 

authority  contained  in  the  will,  guilty  of  a  breach  of 

trust,  and  liable  to  repay  to  the  estate  the  amount  so 
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overpaid,  sabject  to  the  Statute  of  Limitatioos  except 
in  respect  of  overpayments  to  one  of  their  number.— 
(Tim^j  Mar.  19.) 


(CortesoonOence  an^  Bnqntties 


411  c«flifliHSic«tkMis  to  the  Editor  «hoald  be 
by  lettor  oaly. 


[IF*  are  at  all  limes  ready  lo  inserl  correspondence  oh 
mealiers  of  interest  to  the  Profession^  but  we  do  not  of  courst 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon;  and  must  in  all  cases  be  accompanied  by  tht 
name  and  address  of  'correspondents,  not  necessarily  fof 
pm^lieation,  but  as  a  guarantee  of  good  faithJ] 


Licenses  and  Compensation. 

[The  lessee  can  deduct  the  proportion  of  the  Com- 
pensation Fund  charge  from  the  ground  rent.  As 
regards  the  further  question,  where  the  rack  rent  and 
ground  rent  are  paid,  as  is  usually  the  case,  by  different 
persons,  such  deduction  can  be  made  from  both  rents, 
though  not  necessarily  at  the  same  percentage.  Pre- 
sumably, a  similar  course  could  be  adopted  under  the 
circumstances  supposed. — Our  Legal  Contributor.] 


Claim  against  Sureties— Laches. 

[The  most  recent  cases  bearing  on  the  point  in 
England  are  Mayor,  &c,,of  Kingston-upon-HuUv,  Harding 
(1892,  2  Q.B.  494) ;  Mayor,  &c.,  of  Durham  v.  Fowler 
(22  Q.B.D.  394) ;  Guardians  of  Mansfield  Union  v.  Wright 
(9  Q.B.D.  683) ;  and  the  older  case  of  Black  v.  Ottoman 
Ba9tk  (15  Moore's  Privy  Council  Cases  472).  There 
is  also  an  American  case  Watertown  Fire  Insurance 
Company  v.  Simmons  (41  American  Reports  196).  We 
know  of  no  colonial  cases  on  the  subject. — Our  Legal 
Contributor.] 


Accountants  as  I>ebt  Collectors—Form  of 
Ultimatum. 

(To  the  Editor  of  2  he  Accountant.) 
Sir, — Would  your  legal  contributor   kindly  inforii] 
yoor  readers  what  phraseology  is  permissible  from  an 
accountant  collectmg  debts  (»  behalf  of  a  client,  so  as 


not  to  infringe  the  rule  or  custom  which  (as  I  assume) 

only  allows  a  solicitor  to  threaten    proceedings  on 

behalf  of  a  third  party  ?    Assume  that  in  the  following 

phrase  I  am  not  exceeding  the  authority  given  me  by 

my  client,  am  I  exceeding  that  which  the  law  allows 

me : — "  I  am  instructed  by  my  client  to  say  that  unless 

"  the  amount  (&c.),  legal  proceedings  will  be  commenced 

"  without  further  notice  "  ?    Or  must  it  be  " .    .    .    . 

"amount  (&c.),  he  will  commence  legal  proceedings, 

"  &c."  ? 

Your  obedient  servant, 

ly th  March  1906.  S. 


Companies  Act,  1900,  s.  13,  sub-s.  3. 

(To  the  Editor  of  The  Accountant.) 

Sir, — ^The  Companies  Act  of  1900  (Section  12,  Sub- 
section 2)  requires  the  directors,  at  least  seven  days . 
before  the  statutory  meeting,  to  forward  to  every 
member  a  report  (a  copy  of  which  must  be  filed  with  the 
Registrar)  giving  inter  alia  "  an  abstract  of  the  receipts 
*'  and  payments  of  the  company  on  Capital  Account  to 
**  the  date  of  the  report.''  The  nature  of  the  capital 
expenditure  to  be  included  appears  to  be  an  open 
question,  and  to  depend  on  the  circumstances  of  each 
case — questions  placed  in  different  quarters  have 
elicited  divergent  opinions,  and  references  to  half-a- 
dozen  standard  authors  reveal  the  fact  that  they  are 
absolutely  silent  in  this  connection. 

Will  you,  Sir,  or  any  of  your  subscribers,  kindly 
enlighten  me  as  to  the  principle  or  custom  that  obt^dns 
in  complying  with  the  provision  of  the  Act,  and  what 
distinctions,  if  any,  should  be  observed  ? 


igth  March  1906. 


Yours  faithfully, 

MOOT  POINT. 


[See    Dicksee's    "Auditing,"    pages    328-32    (Sixth 
Edition.)— Ed.  Acct.] 


®bttttats* 


Arthur  Banister,  F.C.A. 

We  regret  to  record  the  death,  in  his  61  at  year,  of 
Mr.  Arthur  Banister,  F.C.A. ,  13  Bartlett's  Buildings, 
llolboni,  E.C.,  and  ^2  Acre  Lane,  Brixton,  S.W.  Tlie 
interment    took    place    at    Norwood    Cemetery    on    the 


15th  inst. 
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Xee^9  an^  2>tBttfctCbattere^  Hccountants 
Sttt^ent0'  H95octattom 


The  Requisites  off  a  Contract. 


By  Mr.  V^,  E.  Farr,  Solicitor,  Leeds. 


At  the  usual  monthly  meeting  of  the  Chartered  Accoun- 
tant Students,  held  at  the  Law  Institute,  Albion  Place, 
Leeds,  on  Thursday  evening,  February  22nd,  a  lecture  on 
•*  The  Requisites  of  a  Contract,"  was  delivered  by  Mr.  W.  E. 
Farr,  Solicitor.  There  was  only  a  small  attendance.  Mr. 
F.  Atkinson  occupied  the  chair.  He  thought  Mr.  Farr 
required  no  introduction,  as  he  had  been  with  them  on 
previous  occasions,  and,  therefore,  he  at  once  called  upon 
him  to  give  his  lecture. 

Mr.  Farr  said  one  of  the  main  things  about  contracts  is 
that  they  are  a  product  of  the  common  law.  The  common 
law  comprises  a  good  many  subjects,  but  contracts  are 
almost  entirely  and  exclusively  the  domain  of  the  common 
law,  because,  except  so  far  as  they  are  affected  by  Acts  like 
the  Sale  of  Goods  Act  and  the  Bills  of  Exchange  Act,  they 
have  never  been  the  subject  of  statute  law. 

I  should  define  a  contract  as  an  agreement  which  creates 
an  obligation  to  do  or  refrain  from  doing  some  act ;  and  I 
think  that  definition  is  wide  enough  to  comprise  all  the 
essentiaW  of  a  contract,  and  it  can  not,  without  being 
inaccurate,  be  made  any  shorter. 

The  Requisites  of  a  Contract, 

The  requisites  of  a  contract  are  four : — 

(i)  There  must  be  two  or  more  persons  to  the  agreement, 
because  a  man  cannot  contract  with  himself.  He 
must  contract  with  somebody  else. 

(2)  There  must  be  a  distinct  intention  common  to  both 

parties. 

(3)  The  intention  must  be  known  to  both  parties ;  and 

(4)  The  parties  must  contemplate  the  assumption  of  legal 

rights. 

I  think  those  four  requisites  can  perhaps  be  put  into  one 
main  requisite  of  a  contract — viz.,  that  there  must  be  a 
common  promise  between  both  parties.  Therefore,  in  the 
case  of  an  agreement  to  sell  there  must  be  a  contract  to  buy 
by  the  buyer  and  a  contract  to  sell  by  the  seller  ;  and,  there- 
fore, when  you  get  a  common  promise  to  buy  and  to  sell, 
then  you  get  a  contract — that  is  to  say,  there  is  a  promise 
on  each  side.  There  are  three  elements  which  are  necessary 
in  order  that  there  may  be  a  valid  contract  enforceable  at 
law: — 


(i)  The  offer  must  be  communicated  by  one  party  to  the 
other. 

(2)  The    parties    must  be  capable    of   making  a    valid 

contract;  and 

(3)  The  objects  of  a  contract  must  be  legal. 

If  those  three  elements  exist,  then  you  have  a  valid  contract 
which  is  enforceable  at  law. 

The  text-bock  writers  pay  a  great  deal  of  attention  to  offer 
and  acceptance,  and.  after  all,  that  is  the  basis  of  every 
contract — an  offer  by  one  party  and  an  acceptance  by  the 
other.  There  must  also  be  a  consideration,  because  unless 
there  is  a  consideration  there  is  no  valid  contract — that  is  to 
say,  there  must  be  something  moving  from  each  party  to  the 
other ;  it  must  either  be  a  pecuniary  payment  or  some  act 
done  or  some  act  which  the  parties  refrain  from  doing. 
Unless  there  is  a  consideration  there  is  no  contract,  and. 
therefore,  one  of  the  things  always  to  consider  in  dealing 
with  the  question  as  to  whether  or  not  there  is  a  contract 
between  A.  and  B.  to  purchase  a  thing  or  to  do  a  thing  is, 
**  Is  there  any  consideration  ?  *'  and  if  you  find  no  considera- 
tion by  either  party  to  the  other,  then,  of  course,  you  have  got 
no  contract.  In  the  case  of  Creaes  v.  Hunter  (19  Q  B.D.  345) 
A.  was  indebted  to  B.  and  B.  took  a  promissory  note  from 
A.'s  son  for  the  amount  of  the  debt.  The  father  died  and 
A.'s  son  was  sued  on  his  promissory  note,  and  he  said,  "I 
received  no  consideration  for  the  promissory  note."  If  he 
could  have  substantiated  that  defence  he  would  have 
succeeded  in  his  action,  but  the  jury  inferred  a  con- 
sideration— viz.,  a  forbearance  by  the  plaintiff  not  to  sue, 
and.  therefore,  the  holder  of  the  promissory  note  was 
held  entitled  to  succeed  because  one  of  the  main  elements 
of  a  contract  existed — viz.,  there  was  a  consideration.  If 
there  had  been  no  consideration — if,  for  instance,  the 
promissory  note  had  been  given  and  there  had  been  no  for- 
bearance to  sue— then,  of  course,  the  holder  of  the  promissory 
note  could  not  have  recovered  because  it  would  have  been 
given  without  consideration.  The  acceptance  of  an  offer 
which  constitutes  a  contract  must  be  communicated  to  the 
person  who  makes  the  offer.  You  cannot  have  a  mental 
assent  to  an  offer.  Supposing  I  offer  to  sell  you  a  certain 
thing  and  you  are  silent,  there  is  no  contract.  You  must 
actively  communicate  to  me  your  decision  that  you  are  going 
to  accept  my  offer.  That  is  not  necessarily  a  communication 
in  words  ;  it  may  be  a  communication  by  conduct,  but  there 
must  be  some  communication  in  order  to  constitute  a  contract 
between  the  parties.  The  best  illustration  of  that  is  a 
guarantee.  If  a  guarantee  is  given  by  A.  to  a  bank  on  behalf 
of  B.  the  bank  must  signify  their  acceptance  of  the  guarantee, 
and,  therefore,  on  receiving  a  guarantee  from  a  person  on 
behalf  of  another,  the  safe  way — the  proper  thing  to  do- 
would  be  to  write  a  letter  to  say  you  accept  the  guarantee. 
Of  course,  you  could  &ct  uiKlMr  |ih4  guarantee,  and  if  the 
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person  giTing  the  guarantee  knew  that  you  were  acting  under 
■it,  then,  of  course,  the  acceptance  of  the  guarantee  would 
have  been  communicated  by  conduct,  but  there  must  be  a 
communication  of  the  acceptance,  otherwise  there  is  no 
contract.  Another  illustration  of  the  necessity  of  communi- 
cating the  acceptance  of  an  ofifer  is  found  in  the  case  of 
Felthouse  v.  Bmdley  (11  C.B.N.S.,  869).  That  was  a  case  in 
which  a  man  said  he  would  buy  a  certain  horse  for  £yy  15s. 
The  owner  of  the  horse  said  nothing,  but  he  decided  in  his 
own  mind  that  he  would  sell  and  so  accept  the  ofifer.  He  was 
having  an  auction  sale,  and  he  told  the  auctioneer  not  to 
include  that  particular  horse  in  the  sale.  The  auctioneer 
made  a  mistake  and  included  it  in  the  sale,  whereupon  the 
man  who  had  offered  £y>  15s.  brought  an  action  against  the 
auctioneer.  It  was  held  that  he  had  never  communicated 
his  acceptance  of  the  offer  to  the  person  making  it,  and. 
therefore,  there  was  no  contract  of  sale.  The  owner  of  the 
horse  decided  to  accept  the  offer  in  his  own  mind,  which  was 
shown  by  his  course  of  dealings  with  the  auctioneer,  but  he 
never  communicated  bis  acceptance  of  the  offer  to  the  person 
making  it,  therefore  there  was  no  contract.  One  of  the 
distinguishing  marks  of  a  contract  is,  as  to  whether  or  not 
the  parties  have  been  ad  idem,  that  is  to  say,  have  been  of  one 
mind,  concerning  the  subject-matter  and  the  terms  of  the' 
contract.  Therefore,  if  you  are  considering  as  to  whether 
or  not  a  contract  has  been  entered  into  between  A.  and  B- 
either  by  a  certain  course  of  action  or  by  correspondence, 
what  you  have  to  find  is  a  moment  of  time  when  the  parties 
were  of  one  mind.  If  you  find  a  moment  when  you  can  say 
the  parties  were  then  ad  idem  then  you  have  got  a  contract, 
but  there  must  be  a  moment  of  time  when  both  parties  are 
agreed  upon  all  the  terms  and  conditions  which  each  are 
going  to  impose  on  the  other.  If  you  can  once  put  your 
fingers  on  a  time  when  both  parties  were  agreed  with  regard 
to  the  subject-matter  of  the  contract,  then  you  have  got  a 
coo  tract,  valid,  complete,  and  binding  on  both  parties. 

Notv,  let  me  consider  the  answer  to  the  interesting  ques- 
tions :  How  long  does  an  offer  remain  open  ?  Can  it  be 
withdrawn  at  any  time  ?  Does  it  remain  open  for  a  reason- 
able time  ?  Perhaps  the  best  illustration  of  the  answer  to 
these  questions  is  the  case  of  Cooke  v.  Oxley,  which  was 
decided  in  1796.  That  was  a  case  in  which  a  man  offered 
to  sell  some  tobacco  to  another  about  twelve  o'clock  in  the 
day,  and  said  he  would  keep  the  offer  open  till  four  in  the 
afternoon.  Before  four  in  the  afternoon  he  sold  the 
tobacco  to  another  person.  It  was  held  that  there  was  no 
obligation  on  him  to  keep  open  his  offer,  because  there  was 
no  consideration  for  doing  so,  and,  therefore,  the  person 
who  wanted  a  little  longer  time  to  consider  as  to  whether  or 
not  he  should  purchase  the  tobacco  had  no  legal  remedy. 
Of  course,  there  was  a  breach  of  the  moral  obligation 
imposed  on  the  defendant  to  keep  the  offer  open  till  fou^ 
o'clock.     If,  therefore,  you  want  to  have  the  adv;  ntage  of  a 


continuing  offer  you  must  give  some  consideration  to  the 
party  making  it.  You  must  either  pay  him  money  or  give 
him  some  advantage,  because  an  offer  can  be  revoked  at  any 
time,  unless  there  is  a  consideration  given  to  the  person 
making  the  offer  to  keep  open  the  offer  for  a  certain  time. 
Now,  will  you  consider  the  question.  Can  an  offer  be 
revoked  at  any  time  ?  A  good  illustration  by  which  to 
answer  that  question  is  to  be  found  in  the  case  of  Offord  v. 
Davies  (12  C.B.,  N.S.  748).  That  was  a  case  in  which  the 
defendants  offered  to  guarantee  the  payment  of  bills  of 
exchange  discounted  by  the  plaintifis  for  another  firm,  and 
when  a  certain  number  of  bills  had  been  discounted  they 
got  tired  and  they  said,  "  We  are  not  going  to  guarantee  the 
payment  of  any  more."  The  plaintiffs  continued  to  dis- 
count further  bills,  and  on  default  in  payment  of  the  bills 
they  sued  defendants  on  the  guarantee.  The  Court  said  the 
offer  to  guarantee  was  revoked  as  regards  all  bills  dis- 
counted after  notice  of  the  revocation,  and  consequently  the 
defendants  were  not  liable. 

I  now  come  to  another  very  interesting  matter  in  connection 
with  contracts — viz.,  an  offer  and  an  acceptance  made 
through  the  medium  of  the  post.  You  know  how  common 
it  is  in  these  days  for  contracts  to  be  made  by  correspon- 
dence. The  usual  method  of  communication  is  by  post. 
In  the  case  of  Adams  v.  Lindsell  (i  B.  and  Aid.  681)  an  offer 
was  made  by  a  man  to  sell  wool  to  another.  The  letter  con- 
taining the  offer  was  dated  September  2nd,  and  he  said, 
••  receiving  your  answer  in  course  of  post."  The  letter  was 
misdirected  and  did  not  reach  its  destination  till  the  5th, 
and  the  person  receiving  the  letter  at  once  accepted  and 
wrote  back  accordingly.  In  the  meantime  the  wool  had 
been  sold  to  somebody  else.  It  was  held  there  was  a  con- 
tract between  the  parties  because  the  post  was  the  medium 
indicated  by  the  offerer  for  the  acceptance  of  his  offer,  and 
directly  the  letter  accepting  the  offer  was  put  into  the  post 
there  was  a  contract  between  the  parties.  The  Court  said  : 
"  The  defendants  must  be  considered  at  law  as  making 
' '  during  every  instant  of  time  their  letter  was  travelling, 
"the  same  identical  offer  to  the  plaintiffs,  and  then  the  con- 
'•  tract  is  concluded  by  the  acceptance  of  it  by  the  latter,'* 
so  the  moment  the  letter  is  put  into  the  post,  accepting  the 
offer  received  by  post,  that  moment  there  is  a  contract 
between  the  parties.  Does  it  make  any  difference  if  the 
letter  is  lost  and  never  reaches  the  offeror  ?  In  the  case  ot 
The  Household  Fire  Insurance  Company  v.  Grant  it  was  held 
that,  although  the  letter  of  acceptance  was  lost  and  never 
reached  the  offeror,  yet,  nevertheless,  on  proof  of  posting  of 
the  letter  accepting  the  offer  a  contract  is  entered  into 
between  the  two  parties.  The  person  accepting  the  offer 
had  done  all  that  it  was  necessary  for  him  to  do,  and  all  that 
he  was  asked  to  do  by  the  offeror,  to  send  a  letter  accepting 
by  post.  If  he  was  asked  to  give  a  certain  signal  signifying 
his  acceptance,  giving  the  requested  signal  would  consthute 
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a  contract  between  the  two  parties.  Therefore,  the  most 
important  point  to  remember  in  this  matter  of  contracts  by 
post  is,  that  the  contract  is  completed,  not  when  the  letter 
of  acceptance  reaches  its  destination,  but  when  the  letter 
accepting  it  is  put  into  the  post.  The  mere  writing  of  the 
letter  would  not  be  an  acceptance  of  the  offer ;  it  is  the 
putting  of  the  letter  into  the  post  in  reply  to  the  letter 
received  by  post  containing  the  offer  that  makes  the  con- 
tract complete.  In  the  recent  case  of  Heathorn  v.  Fraser, 
1892  (2  Ch.  27),  the  offer  was  delivered  by  hand,  and  the 
acceptance  was  sent  by  post.  Lord  Herschell  said :  *'  Where 
"  the  circumstances  are  such  that  according  to  the  ordinary 
"  usage  of  mankind  the  post  might  be  used  as  a  means  of 
«  communicating  the  acceptance  of  an  offer,  the  acceptance 
"  is  complete  as  soon  as  it  is  posted."  Heatkom  v.  Fraser  is. 
therefore,  an  authority  that  in  these  modern  days,  as  the  post 
is  the  means  of  communication  commonly  used  between 
man  and  man,  if  you  accept^  by  post  an  offer  which  has 
reached  you  by  hand,  the  contract  is  complete  the  moment 
the  acceptance  is  put  into  the  post. 

Now  let  me  refer  to  that  class  of  contract  in  which  there 
is  a  revocation  of  the  offer  and  an  acceptance  by  the  person 
to  whom  the  offer  is  made,  before  the  revocation  reaches 
him.  The  revocation  of  the  offer  must  come  to  the  know- 
ledge of  the  person  to  whom  the  offer  is  made  before  the 
acceptance,  otherwise  there  is  a  contract ;  therefore  if  a  man 
has  made  an  offer  to  a  man  in  America,  and  after  the  letter 
has  got  on  its  way  he  sends  a  letter  by  the  next  mail 
revoking  his  offer,  and  before  the  second  letter  reaches  its 
destination  the  person  to  whom  the  offer  is  made  accepts  the 
offer  contained  in  the  first  letter,  there  is  a  contract,  as  the 
revocation  must  come  to  the  knowledge  of  the  acceptor 
before  the  acceptance  is  posted,  otherwise  there  is  a  contract. 
In  the  case  of  Dickinson  6*  Dodds  (2  Ch.  D.,  463)  an  offer 
was  made  to  be  kept  open  till  Friday  at  nine  o'clock.  On 
the  preceding  day  the  person  making  the  offer  sold  the  land, 
the  subject  of  the  offer,  to  another  person.  Before  the 
plaintiff  accepted  the  offer  he  knew  that  the  land  was  sold  to 
another  person.  The  Court  held  in  that  case  that,  as  the 
plaintiff  had  knowledge  that  the  land  was  sold  to  another 
person,  necessarily  he  knew  that  the  offer  was  revoked,  and 
the  acceptance,  with  that  knowledge,  did  not  constitute  a 
contract  between  the  parties.  Supposing  the  plain  tiff  had  had 
no  knowledge  of  the  sale  of  land,  and  in  the  absence  of  that 
knowledge  he  had  accepted  the  offer,  then,  in  my  opinion 
there  would  have  been  a  contract  between  the  parties,  and 
although  the  plaintiff  could  not  have  obtained  specific 
performance  of  the  contract,  the  land  having  been  sold  to 
another,  he  could,  nevertheless,  have  obtained  damages  for 
breach  of  contract  against  the  person  making  the  offer. 

Now  let  me  deal  with  another  class  of  contracts,  vu., 
contracts  in  which   there  is  an  offer  made  to  the  whole 


world  and  accepted  by  a  particular  individual.  The 
classical  case  illustrating  this  class  of  contract  is  Williams  v. 
Carvmrdine  (4  B.  and  Ad.  621.)  That  was  a  case  in  which  a 
man  met  with  his  death  under  mysterious  drcumstanoes. 
His  brother  issued  an  advertisement  offering  a  reward  of  /2o 
to  any  person  who  would  give  information  as  to  the  circum- 
stances by  which  the  deceased  had  met  his  death.  A  certain 
woman,  some  time  after,  who  was  with  the  deceased  at  his 
death,  became  very  ill ;  she  thought  she  was  going  to  die, 
and,  in  order  to  lighten  her  conscience,  she  made  a  statement 
as  to  the  circumstances  under  which  the  person,  the  subject 
of  the  reward,  had  met  with  his  death.  She  did  not  die  as 
she  expected ;  she  got  better,  and  thereupon  she  sued  for  the 
/20.  The  defence  was  that  she  never  acted  on  the  offer, 
that  the  reason  why  she  made  the  statement  was  in  order  to 
lighten  her  conscience,  as  she  thought  to  make  it  better  for 
her  when  she  got  to  another  world,  and,  therefore,  she  was 
not  entitled  to  the  /20.  The  Court  said  :  It  does  not  matter 
what  the  motive  was,  there  was  an  offer,  and  she  accepted 
the  offer.  We  are  not  going  into  the  reasons  why  she 
accepted  the  offer.  There  is  a  contract  between  the  parties, 
and  she  is  entitled  to  the  /20.  This  interesting  point  arises, 
supposing  she  did  not  know  of  the  offer,  can  a  person,  if  an 
offer  is  made  in  that  general  way  to  the  world,  accept  an 
offer  which  she  is  ignorant  has  been  made  ?  The  view  of 
Sir  William  Anson  is  that  the  offer  must  be  known  to  the 
person  accepting  it  or  it  cannot  be  accepted.  The  question 
the  judge  put  to  the  jury  in  Williams  v.  Carwardine  was,  as  to 
whether  or  not  the  plaintiff  intended  to  comply  with  the 
advertisement  when  she  made  the  statement.  The  jury  said, 
*'  No ;  she  did  not,  she  made  the  statement  in  order  to 
''  lighten  her  conscience,  not  with  the  object  of  acoepting  the 
'*  offer,"  but  in  my  opinion  she  would  not  have  been  entitled 
to  the  £zo  if  she  had  no  knowledge  whatever  that  no  offer 
had  been  made.  As  to  this  there  is  no  evidence  whatever  in 
the  report  of  the  case. 

Another  illustration  of  this  offer  to  the  world  in  general, 
accepted  by  a  particular  individual,  is  to  be  found  in  the 
case  of  The  Carbolic  Smoke  Ball  Co,  (1892,  2  Q.B..  484). 
That  was  a  case  in  which  a  company  put  on  the  market  a 
remedy  that  was  advertised  to  prevent  influenza,  and  so 
much  faith  had  they  in  their  remedy,  that  they  undertook 
to  pay  £100  to  any  person  who  had  influenza  after  following 
the  directions  contained  on  their  direction  sheets,  and  they 
said  they  had  deposited  (as  indeed  was  the  fact)  jfi.ooo  with 
the  bank  in  order  to  pay  any  claims  that  might  be  made. 
I  daresay  they  hoped  that  the  careless,  negligent  English 
public  would  never  carefully  follow  their  directions,  and. 
therefore,  if  influenza  did  unfortunately  overtake  the  pur- 
chaser of  one  of  their  smoke-balls,  they  would  not  be  liable 
for  any  action  for  damages,  but  they  had  not  calculated 
on  the  patience  and  perseverance  of  the  English  lady, 
Mrs.    Carlill.     She    bought  a    smoke-ball,  and    followed 
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carefdUy  and  accurately  the  directions,  and  used  the  smoke- 
ball  so  many  times  a  day  for  so  many  days  in  the  week, 
and  then  she  had  influenza,  whereupon  she  brought  an 
action  against  the  vendors  for  /loo,  and  it  was  held  the 
company  had  made  an  offer  to  the  whole  world,  which  was 
accepted  by  Mrs.  Carlill,  so,  as  there  was  a  contract,  she 
was  entitled  to  the  £100,  Supposing  you  go  by  a  shop  and 
yoo  see  an  article  iu  the  window  ticketed  5s.,  and  you  say 
**  that  is  a  very  nice  thing ;  it  is  worth  20s.,  I  will  go  in  and 
bay  it,'*  and  you  go  inside  and  say  '*  I  will  have  that  article 
for  5s."  and  the  shopman  refuses  to  sell  it,  and  you  think 
**  I  am  entitled  to  it,  and  I  shall  sue  for  damages  for  breach 
of  contract,"  in  my  opinion  the  Court  would  hold  these 
circumstances  only  an  invitation  to  treat,  which  is  not 
the  same  thing  as  an  offer.  You  must  have  an  offer  to 
constitute  a  contract,  and,  therefore,  if  you  have  what  is 
only  an  invitation  to  treat  for  the  sale  of  an  article,  an 
acceptance  of  such  an  invitation  does  not  constitute  a 
contract.  Again,  the  offer  must  be  one  which  is  intended 
to  create  legal  relations ;  so,  if  I  offer  to  entertain  you  to 
dinner  to-night,  and  you  accept,  and  when  you  arrive  there 
yon  find  no  host  and  no  provision  made  for  entertaining  you, 
that  does  not  constitute  a  legal  contract  for  the  breach  of 
which  you  can  obtain  damages  in  a  Court  of  law.  In  a 
case  in  which  a  man  had  some  marriageable  daughters,  and 
he  sail  he  would  give  ;^ioo  to  any  man  who  married  a 
daughter  of  his  with  his  consent,  a  man  acted  on  it,  and 
married  the  daughter,  and  then  asked  for  the  money,  and, 
on  being  refused  the  money,  he  sued  the  girl's  father  for  the 
£100,  The  Court  said  **  No,  that  is  not  an  offer  which  is 
**  intended  to  create  legal  relations,  so  is  not  a  contract  in 
"  the  eyes  of  the  law,"  so  the  plaintiff  was  burdened  with  a 
wife,  but  minus  the  /loo. 

There  is  another  point  in  connection  with  acceptance  of 
an  offer  I  wish  you  to  remember— viz.,  the  acceptance  of  an 
offer  to  constitute  a  contract  must  be  absolute,  or  there  is  no 
contract,  and  this  is  well  illustrated  by  the  old  case  oi  Jordan 
V.  Norton  (4  M.  and  W.  155).  In  that  case  a  man  offered  to 
buy  a  horse  provided  it  was  warranted  '*  sound  and  quiet  in 
harness  *' ;  and  the  answer  came  back  that  the  horse  was 
**soaiui  and  quiet  in  double  harness."  Then  one  of  the 
parties  said  there  was  a  contract.  The  Court  said,  "  No  ; 
**  the  man  offered  to  buy  the  horse  provided  it  was  sound  and 
"quiet  in  harness,"  and  the  answer  came  back  that "  the  horse 
*'  was  sound  and  quiet  in  double  harness  ;  therefore,  that  is 
*'  no  contract,  because  the  acceptance  is  not  absolute." 

Another  illustratioa  is  to  be  found  in  the  case  of  Honeyman 
V.  M^rryat  (6  H.L.C.,  112).  That  w^s  a  casein  which  a  man 
proposed  to  sell  property  to  another,  and  the  person  to  whom 
the  offer  was  made  accepted  it,  subject  to  the  terms  of  a 
contract  being  arranged  between  their  solicitors.  It  was  held 
there  was  no  contract  because  the  acceptance  was  not  final. 


but  subject  to  a  discussion  and  decision  to  be  arrived  at 
between  the  agents  of  the  respective  parties. 

A  further  illustration  of  the  same  point  is  to  be  found  in 
the  case  of  Appleby  v.  Johnson^  where  a  man  offered  to  be  a 
salesman  to  anolher  having  a  list  of  customers  on  whose 
dealings  he  should  receive  commission.  The  master  replied 
accepting  all  the  terms  of  the  salesman's  letter,  but  there 
was  this  sentence  in  it  relating  to  the  list  of  customers  :  **  I 
have  made  a  list  of  customers  we  can  consider  together.*' 
The  Court  held  there  was  no  contract.  The  list  of 
customers  was  one  of  the  terms  of  the  contract.  That  was  to 
be  considered,  and  therefore,  until  that  had  been  considered 
and  a  decision  had  been  come  to,  there  was  no  contract.  So 
be  qaite  sure  when  you  are  considering  whether  there  is  a 
contract  between  A.  and  B.  constituted  by  an  express  offer 
that  the  acceptance  is  absolute,  as  otherwise  there  is  no 
contract.  Of  course,  there  is  a  class  of  contracts  where  the 
offer  or  the  acceptance  is  implied  either  by  the  usages  of 
trade  or  by  the  course  of  dealings  between  the  parties.  A 
good  illustration  of  an  implied  contract  is :  where  one  man 
takes  a  lease  of  a  house  and  the  lessor  instructs  his  solicitor 
to  draw  the  lease,  nothing  is  said  by  the  ignorant  tenant  with 
regard  to  who  is  going  to  pay  the  costs.  There  are  a  great 
many  people  who  think  that  if  they  do  not  employ  the 
solicitor  they  are  not  liable  to  pay  for  his  services.  The  lease  is 
duly  drawn  and  executed,  and  there  is  a  demand  for  payment 
of  the  lessor's  costs.  The  lessee,  not  having  employed  the 
solicitor,  would  naturally  think  he  would  nOt  have  to  pay  the 
cost,  but  in  connection  with  the  leasing  of  a  house  there  is  a 
custom  that  the  lessor's  solicitor's  costs  shall  be  paid  by  the 
lessee,  and  therefore,  although  as  between  solicitor  and 
lessor  the  lessor  is  liable  to  pay  his  solicitor's  costs,  the 
lessor  can  recover  the  same  from  the  lessee,  as  there  is  an 
implied  contract  that  when  a  man  comes  and  takes  a  house 
from  another  he  will  pay  the  costs  which  the  lessor  incurs 
in  connection  with  the  preparation  of  the  lease. 

As  to  the  various  kinds  of  contracts,  there  are  three— viz., 
contracts  of  record,  contracts  under  seal,  and  simple 
contracts. 

It  is  not  necessary  for  me  to  deal  with  the  first  kind  of 
contracts— contracts  of  record,  e.g.,  judgments,  recogni- 
sances— evidence  of  which  is  to  be  found  on  the  files  of  the 
Court. 

Contracts  under  seal  are  contracts  made  by  deed  which 
require  a  consideration.  It  is  sometimes  said  that  a  contract 
under  seal  does  not  require  any  consideration.  This  is 
wrong ;  it  requires  a  consideration,  but  a  consideration  is 
always  implied  when  the  contract  is  under  seal. 

With  regard  to  simple  contracts,  these  are  sometimes 
called  parol  contracts.  I  used  to  think  that  parol  contracts 
were  limited  to  those  constituted.bywpr^of /mouth,  amd,  as 
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a  student,  I  was  perplexed  with  the  use  of  the  term  *'  parol 
contracts'*  when  applied  to  written  documents.  A  parol 
contract  may  be  effected  either  by  word  of  mouth  or  in 
writing,  because  a  parol  contract  is  synonymous  with  a 
simple  contract ;  therefore  parol  contracts,  or  simple 
contracts,  comprise  that  enormous  class  of  contracts  which 
are  not  the  subject  of  an  agreement  under  seal.  They 
always  depend  on  consideration— not  an  imaginary  considera- 
tion but  a  real  consideration.  So  you  cannot  have  a  simple 
contract  without  a  real  consideration  to  support  it.  There- 
fore, if  there  is  something  which  purports  to  be  a  contract 
but  no  consideration  exists,  then,  of  course,  there  is  no 
contract.  Certain  contracts  require  to  be  in  writing -^.^., 
bills  of  exchange,  by  the  Bills  of  Exchange  Act ;  assignments 
of  copyright,  by  the  Copyright  Act;  contracts  of  marine 
insurance,  transfers  of  shares,  contracts  affected  by  the  pro- 
visions of  the  Statute  of  Frauds  and  the  Sale  of  Goods  Act, 
1893.  Such  contracts  are  required  by  statute  law  to  be  in 
writing  in  order  that  they  may  be  enforced. 

I  desire  to  say  a  few  words  with  reference  to  the  Statute 
of  Frauds,  which  was  passed  in  the  reign  of  Charles  II.  for 
the  purpose  of  preventing  fraud,  by  having  evidence  of  certain 
contracts  in  writing.  I  venture  to  say  that  the  Statute  of 
Frauds  has  been  the  engine  and  instrument  of  more  fraud 
than  any  other  statute  on  the  British  statute  book,  yet  never- 
theless it  is  one  of  the  most  important  statutes  that  exist 
affecting  the  dealings  and  transactions  of  common  men  in 
the  ordinary  details  of  life.  Section  17  relates  to  the  sale 
of  goods.  That  has  been  repealed  and  re-enacted  by 
Section  4  of  the  Sale  of  Goods  Act,  1893. 

Section  4  of  the  Statute  of  Frauds  enacts  that  no  action 
shall  be  brought : — 

(i)  Upon  a  special  promise  by  an  executor  or  administrator 
to  answer  damages  out  of  his  own  estate  ; 

(2)  Upon  any  promise  to  answer  for  the  debt,  default,  or 

miscarriage  of  another  person  (this  is  the  ordinary 
contract  of  guarantee) ; 

(3)  Upon     an    agreement     made    in     consideration    of 

marriage ; 

(4)  Upon  a  contract  for  the  sale  of  lands  or  hereditaments 

or  any  interest  in  or  concerning  the  same  ;  and 

(5)  Upon  an  agreement  not  to  be  performed  within  the 

space  of  one  year  from  the  making  thereof. 

No  action  can  be  brought  upon  any  one  of  those  five 
contracts  unless  there  is  a  note  or  memorandum  in  writing 
signed  by  the  party  to  be  charged,  or  his  agent.  Therefore, 
if  you  have  any  of  such  contracts  upon  which  you  want  to 
bring  an  action,  unless  there  is  a  note  or  memorandum  in 
writing  of  such  contract  signed  by  the  party  to  be  charged, 
not  necessarily  by  you,  because  you  are  going  to  charge 
another  person,  no  action  can  be  brought.    There  may  be  a 


perfectly  valid  contract  at  common  law,  but  the  Statute  of 
Frauds  requires  as  a   condition   precedent    to    an  action 
that   some  note  or  memorandum  shall   exist    in   writing 
signed     by     the     defendant.      What     has     to     appear 
in    the    note    or    memorandum  ?     The    names   of    both 
parties,  the  subject-matter  of  the  contract,  and  the  price. 
These,  the  Courts  have  said,  are  the  requisites  which  must 
appear  in  the  note  or  memorandum  in  writing.    There  is 
only  one  case  in  which  it  is  not  necessary  for  the  considera- 
tion to  appear— viz.,  in  the  case  of   a  guarantee.     The 
Mercantile  Law  Amendment  Act,  1856,  provides  that  in  the 
case  of  a  guarantee  the  consideration  need  not  appear  in  the 
memorandum,  but,  nevertheless,  the  same  must  exist.    The 
consideration  in  the  case  of  a  guarantee  is,  generally,  giving 
credit  to  another,  or  forbearing  to  sue  another,  but  it  need 
not  appear  on  the  face  of  the  memorandum  ;  but  in  all  other 
cases  affected  by  Section  4  of  the  Statute  of  Frauds  the 
consideration  must  appear  in  the  note  or  memorandum  in 
writing.    Of  course,  if  the  names  of  the  parties  appear  in 
print  that  is  sufficient.    If  a  note  containing  the  requisites 
comes  into  existence  just  before  the  action  is  commenced 
that  is  a  sufficient  compliance  with  the  statute ;  and,  there- 
fore, if  you  want  to  bring  an  action  against  a  person  upon  a 
contract  within  Section  4  of  the  Statute  of  Frauds,  and 
there  is  no  sufficient  note  or  memorandum  thereof  in  exist- 
ence, before    you  start  your  action  do  something,  adopt 
some  course,  pursue  some  course  of  action  that  will  procure 
from  the  unfortunate  man  you  desire  to  charge  some  note  or 
memorandum  in  writing  which  will  not  permit  him  to  avail 
himself  of  the  defence  afforded  by  Section  4  of  the  Statute 
of  Frauds.    It  was  thought  if  an  executor  promised  to  pay 
a  debt  owing  by  his  deceased  testator,  that  was  sufficient  to 
found  an  action  upon  ;  but  the  House  of  Lords  said  in  the 
case  of  RaHH  v.  Hughes  (7  T.R.  350),  *•  There  must  be  some 
consideration  for  the  promise."  and,  therefore,  if  there  is 
no  consideration  coming  to  the  executor  or  administrator, 
even  although  the  promise  to  pay  is  in  writing,  it  cannot  be 
enforced,  because  one  of  the  elements  of  a  contract  does  not 
exist — viz.,  the  consideration.    The  Court  does  not  go  into 
the  question  of  the  adequacy  of  the  consideration,  as  long  as 
there  is  a  real  consideration  that  is  sufficient  to  support  the 
promise.    So  if  you  take  a  picture,  for  instance  ;  the  picture 
may  be  worth  /loo  and  you  say  you  will  give  a  sovereign 
for  it  and  I  accept  your  offer :  if  I   refuse  to  carry  out  my 
contract  I  cannot  raise  as  a  defence  you  have  not  given  me 
an  adequate  price  for  the  picture.    You  have  given  me  a 
consideration  when  you  were  willing  to  give  me  a  sovereign 
for  it,  and,  therefore,  whatever  may  be  the  value  of  the 
picture  that  is  no  defence,  as  long  as  there  is  a  real  con- 
sideration it  is  sufficient. 

A  past  consideration  will  not  support  a  subsequent 
promise— that  is  to  say.  supposing  I  had  written  an  essay  on 
"  Contracts,*'  and  I  came  to  you  and  said,  "  I  have  written 
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'*  an  essay  on  *  Contracts  *  for  you,  I  want  my  fee  for  doing 
"it,"  and  you  promise  to  pay  me  for  the  work  done  before 
the  promise  was  made,  that  is  a  past  consideration,  and  I 
could  not  maintain  an  action  against  you  on  that  promise, 
because  it  is  based  upon  a  past  consideration  which  will  not 
support  a  subsequent  promise.  But  there  is  one  case  in 
which  a  past  consideration  will  support  a  subsequent 
promise,  and  that  is  where  you  can  imply  a  precedent 
request ;  therefore,  if  you  can  imply  a  precedent  request  to 
do  a  thing,  then  in  that  case  only  will  a  past  consideration 
support  a  subsequent  promise.  This  is  decided  in  the  lead- 
ing case  of  Lampieigh  v,  BraithwaiU  (i  S.L.C.  153).  The 
well-knOwn  case  of  Eastwood  v.  Kenyon  (ii  A.  &  £.  438)  is 
an  authority  for  the  principle  that  a  moral  obligation  will 
not  support  a  promise.  The  law  does  not  deal  with  morals 
— morals  have  their  place,  but  if  the  only  obligation  a  man 
is  under  is  a  moral  obligation  that  will  not  support  a  promise 
which  is  to  be  enforced  in  a  Court  of  law,  and,  therefore,  do 
not  base  any  hopes  of  success  in  an  action  when  the  only 
support  for  your  promise  is  a  moral  obligation.  May  I  for 
one  moment  refer  to  Section  4  of  the  Sale  of  Goods  Act, 
1893  ?  That,  as  I  said,  rfe-enacts  Section  17  of  the  Statute 
of  Frauds,  and  provides  that  a  contract  for  the  sale  of  any 
goods  of  the  value  of  £10  or  upwards  cannot  be  enforced  by 
action  unless  one  of  three  things  has  happened : — 

(a)  The  buyer  has  accepted  part  of  the  goods  so  sold  and 
actually  received  the  same ; 

(6)  Given  something  in  earnest  to  bind  the  contract,  or  in 
part  payment ; 

(r)  Some  note  or  memorandum  in  writing  of  the  contract 
has  been  made  and  signed  by  the  party  to  be 
chaiged,  or  his  agent  in  that  behalf. 

In  the  case  of  a  contract  for  the  sale  of  goods  of  the  value 
of  /xo  or  upwards,  unless  one  of  these  essentials  exists  you 
may  have  all  the  elements  of  a  contract — ^a  consideration,  an 
ofifer,  and  an  acceptance — but  unless  you  comply  with  the 
requisites  of  Section  4  of  the  Sale  of  Goods  Act  you  cannot 
succeed  in  an  action  for  the  price  of  the  goods.  Therefore 
always  be  sore,  when  you  are  concluding  a  purchase  of  goods 
of  the  value  of  ;(io  or  upwards,  that  one  of  the  alternatives 
given  jou  by  Section  4  of  the  Sale  of  Goods  Act,  1893,  is 
complied  with  by  the  other  party. 

I  have  only  dealt  with  the  outline  of  the  subject  of 
contracts.  One  could  devote  a  whole  evening  to  the 
decisions  on  Section  4  of  the  Statute  of  Frauds  or  Section  4 
of  the  Sale  of  Goods  Act,  1893.  If,  however,  I  have  only 
gone  through  the  elements  of  the  law  a£fecting  contracts,  I 
can  only  hope  that  I  have  given  you  some  information  ;  that 
iomethtng  of  what  I  have  said  will  remain  with  you  to  help 
you  when  the  time  comes  to  go  in  for  your  examinations ; 
and,  most  important  of  .all,  that  you  may  remember  some- 
thing that  will  be  of  assistance  to  you  in  your  subsequent 
professioiial  careers. 


Sfrmtttdbam  Cbarteree  Hccountant 
Stu6cnts'  SoctctB* 


A  DEBATE  was  held  on  the  13th  inst.,  at  the  Library, 
8  Newhall  Street,  Mr.  James  Rhodes,  in  the  absence  of 
Mr.  G.  C.  T.  Parsons,  in  the  chair.  There  were  31 
members  present.  The  subject  for  discussion  was,  "That 
"the  Acts  relating  to  income-tax  as  they  are  at  present 
''administered,  and  the  methods  adopted  in  assessing  and 
"collecting  the  tax,  should  be  drastically  amended." 

The  following  gentlemen  opened  :  — 

Affirmative:  Messrs.  C.  Braden  Allen,  A.C.A.,  £.  P. 
Major,  A.C.A.,  and  R.  H.  Johnston. 

Negative :  Messrs.  J.  Edgar  Jordan,  A.C.A.,  G.  W. 
Odell,  and  H.  S.  Ward. 

TTie  following  gentlemen  also  spoke: — Messrs.  W.  H. 
Lovatt,  A.C.A.,  A.  C.  Ridgway,  A.C.A.,  R.  Graham 
Squiers,  and  W.  H.  Castle. 

The  moot  point  was  defeated  by  16  to  12. 

The  meeting  termiiiated  with  a  hearty  vote  of  thanks  to 
the  Chairiman  for  presiding. 


^nvcdtfaatton  of  publtc  xntfUtiCd. 


The  Committee  on  Public  Ownership  of  the  National 
Civic  Federation,  which  has  its  headquarters  in  New  York, 
has  got  a  most  important  work  on  hand.  This  Committee 
is  at  the  present  time  making  investigations  of  various 
public  utilities,  including  Gas,  Electric  Light,  Water,  and 
Street  Railways,  and  its  conclusions  will  be  quoted  broad- 
cast after  the  publioation  of  the  reports  prepared  from  the 
useful  amount  of  knowledge  and  statistics  which  the 
Committee  will  be  able  to  gather. 

The  Comsnittee,  understanding  the  necessity  of  qualified 
investigators  so  far  as  pertains  to  the  accounts,  engaged 
Messrs.  Marwick,  Mitchell  &  Co.,  Chartered  Accountants, 
of  New  York  and  elsewhere,  to  act  for  them  in  these 
matters.  The  work  was  started  some  time  ago,  and  the 
Committee  prepared  full  and  elaborate  schedules  of  ques- 
tions pertaining  to  the  various '  plants,  and  these  were 
drawn  up  on  such  lines  that  comparisons  are  readily  made. 

Many  of  the  plants  to  be  investigated  are  at  the  present 
time  owiked  by  municipalities,  but  the  Committee  is  also 
arranging  to  have  their  examinations  extended  to  those 
operated  by  private  concerns.  These  examinations  are  not 
confined  to  the  United  States  only,  but  include  Europe. 
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Mr.  John  Albert  Deak[n  Hale,  A.C.A.,  announces  that 
he  has  commenced  practice  at  14  Finsbury  Circus,  Tendon, 
E.C.,  and  5  Warrior  Square,  Southend-on-Sea,  under  the 
style  of  Dbakin  Hale  &  Co.  Mr.  Hale  became  a  member 
of  the  Institute  in  1891,  and  was  for  many  years  with 
Messrs.  J.  R.  Ellbrman  &  Co. 

Mr.  Wilfrid  Cannon.  A.C.A.,  of  15  Copthall  Avenue, 
E.C.,  has  opened  a  branch  office  at  8  High  Street,  Erith, 
Kent. 

Mr.  J.  A.  Heaton,  A.C.A.,  and  Mr.  B.  H.  Stride,  A.C.A., 
have  commenced  practice  as  Chartered  Accountants  at  18 
and  19  Ironmonger  Lane,  E.C.,  under  the  style  of  Heaton. 
Stride  &  Co. 

Mr.  T.  Morris  Attlee,  Chartered  Accountant,  of 
114  Edmund  Street,  Birmingham,  announces  that  he  has 
taken  into  partnership  Mr.  Robert  Bbasley  Edge,  A.C.A.. 
who  was  articled  with  him,  and  has  been  with  him  for  the 
last  15  years.  The  style  of  the  firm  in  future  will  be  Attlee, 
Edge  &  Co. 


Aeettnds  for  tbe  enenind  TRIleeft« 


Monday  —  Institute  of  Chartered  Accountants. — 
Investigation  Committee,  at  3  p.m. 

Manchester  Chartered  Accountants  Students* 
Society. — Short  Papers.  •*  Points  in  Company 
Practice,"  by  Mr.  W.  O.  Buxton  and  Mr.  A.  F. 
Roontree. 

Tuisday  —  Institute  of  Chartered  Accountants.  — 
General  Purposes  Committee,  at  3  p.m. 

Birmingham  Chartered  Accountant  Students' 
Society.— Lecture,  *' Debentures."  by  Mr.  Edward 
Evershed,  B.A.  This  meeting  will  be  preceded  by 
tea,  at  6  o'clock,  at  the  Library.  8  Newhall  Street. 

Wednesday — London  Chartered  Accountant  Students' 
Society. — Lecture,  •*  Parliamentary  Companies,'*  by 
Mr.  F.  N.  Keen,  LL.D.,  A.C.A.,  at  the  Hall  of  the 
Institute,  Moorgate  Place,  E.C. ;  6  p.m. 

Thursday — Liverpool  Chartered  Accountants  Students' 
Association.— Lecture,  "  Preparation  of  a  Statement 
of  Afifairs  for  a  Creditor's  Meeting,'*  by  Mr.  B. 
Howarth,  F.C.A.,  at  the  Library,  3  Lord  Street; 
6  p.m. 

Lbicbstbr  Charterbd  Accountants  Studbnts' 
Society. — ^Lecture,    "Sureties.*'    by    Mr.     Tinsley 


Lindley,  LL.D.,  at  Winchester  House,  i  Welibrd 
Road;  7p.m. 

Sheffield  Chartered  Accountants  Students 
Society.-  Lecture,  "  Some  Points  on  the  Duties  of  a 
Trustee  in  Bankruptcy,"  by  Mr.  A.  F.  H.  Harrop, 
Solicitor,  at  the  Library,  Hoole's  Chambers,  Bank 
Street :  6.45  p.m. 


failures  anb  Stlls  or  Sale  in  BnglanD 
ant)  TISlales* 


According  to  Kemp*s  MercantiU  GazitUt  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  Mar.  i6th,  was  186.  viz.  :— 
New  Bankruptcy  Proceedings  pablished  in  the  London  GaaetU, 
100 ;  Deeds  of  Arrangement  registered.  86.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were : 
Bankruptcies,  109;  Deeds  of  Arrangement,  104 — total,  213: 
being  a  decrease  of  27.  The  total  number  of  commercial 
failures  recorded  during  the  11  weeks  of  the  present  year  is 
1,881;  the  total  number  recorded  in  the  corresponding  11 
weeks  of  last  year  was  2,053,  showing  a  decrease  of  172. 

The  number  of  Bills  of  Sale,  inclnding  Re-r^stratioos, 
filed  in  England  and  Wales  for  the  week  ending  Friday. 
Mar.  z6th,  was  z66.  The  number  in  the  corresponding  week 
of  last  year  was  179,  showing  a  decrease  of  13.  The  total 
number  filed  during  the  iz  weeks  of  the  present  jrear  is 
1,742  ;  the  total  number  filed  in  the  corresponding  zi  weeks 
of  last  year  was  z,887,  showing  a  decrease  of  Z45« 


Debentures. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week 
ending  Friday,  Mar.  z6th,  amounted  to  ^(393.692,  by  way 
of  addition  to  /i, 565,889,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  correspondiog 
week  of  last  year  was  ;(2,59i,zz7,  showing  a  decrease  of 
^2,Z97,425.  The  total  amount  registered  during  the  zi 
weeks  of  the  present  year  was  ;(i5,286,oz8  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  ;f20,245.372  for  the  correspondiog  zz  weeks 
in  Z905.  showing  a  decrease  of  ;f  4>959»354. 
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The  Profession  in  Scotland. 


(BlHddow  Cbattered  accountants 
Students'  Society. 


ReeoBttraotioiM. 
By  Gborob  Albxandbr  ToucHi  C.A. 


A  LECTURE  delivered  to  the  members  of  the  above 
Society  on  22nd  Febraary  1906. 

Part  T. — The  Subject  Generally  Considered. 
I.— The  Choice  of  a  Subject. 

When  the  Committee  of  the  Glasgow  Chartered  Accoun- 
tants  Students'  Society  invited  me  to  deliver  a  lecture  to  its 
members  during  the  current  session,  they  gave  me  full 
liberty  of  choice  with  regard  to  the  selection  of  a  subject.  I 
hope  the  subject  which  I  have  chosen,  that  of  the  Recon- 
struction of  Companies  Incorporated  under  the  Limited 
Liability  Acts,  will  meet  with  your  approval.  I  cannot 
claim  for  it  that  it  offers  any  attraction  except  to  those  who 
have  come  here  for  the  sole  purpose  of  study,  undismayed 
by  the  absence  of  all  those  features  that  ordinarily  make  for 
popular  interest  in  a  lecture.  You  will  find  no  gems  of 
anecdote,  no  flowers  culled  from  the  gardens  of  your 
favourite  poets,  to  give  colour  and  variety  to  the  level  plains 
of  my  discourse.  The  only  quotations  which  I  shall  have 
to  offer  will  t>e  from  Acts  of  Parliament  or  the  utterances  of 
the  Judicial  Bench,  neither  of  them  sources  to  which  it  is 
customary  to  go  for  attractive  literary  gleanings.  But 
although  I  can  only  promise  yon  some  dry  observations  on 
a  prosaic  question,  I  do  not  hesitate  to  invite  your  close 
attention  to  them.  The  subject  of  Reconstructions  is  well 
worthy  of  your  study,  as  it  represents  a  branch  of  the  work 
of  our  profession  which  is  of  increasing  importance  and 
usefalness,  and  I  am  informed  by  your  Secretary,  Mr. 
MacEachem,  whose  absence  to-night,  through  illness,  I 
much  regret,  that  it  has  not  been  dealt  with  previously 
before  your  Society. 

As  my  business  is  chiefly  in  London,  where,  as  is  natural 
in  the  great  financial  centre  of  the  Empire  (I  think  I  may 
call  it  so,  even  in  Glasgow),  company  activity  is  greatest,  I 
have  not  been  without  opportunities  of  being  concerned  in 
the  preparation  of  important  schemes  of  Reconstruction, 
and  I  shall  be  glad  if  any  little  experience  I  may  possess  is 
of  some  value  to  the  students  of  our  profession. 

II. — The  Chartered  Accountant  as  Company  Adviser, 

The  enormous  growth  of  the  application  of  the  joint-stock 
principle,  owing  to  the  necessity  for  conducting  businesses 


on  a  large  scale  in  order  to  enable  them  to  hold  their  own 
in  the  fierce  competition  which  exists  in  home  and  foreign 
markets  alike,  makes  it  important  for  Chartered  Accoun- 
tants to  be  equipped  with  the  fullest  knowledge  of  matters 
relating  to  all  the  phases  through  which  companies  may 
pass. 

Companies,  like  human  beings,  require  constant  attention 
and  the  application  of  professional  skill.  Chartered  Accoun- 
tants are  their  medical  advisers,  but  without  the  limitations 
of  the  medical  profession.  No  surgeon  has  yet  been  able 
to  take  two  or  more  crippled  bodies,  and,  by  consolidation, 
to  make  a  single  strong  one  out  of  them.  Bat  that  is 
what  we  often  do  with  companies.  Sometimes,  too,  we  find 
it  best  to  put  our  patients  out  of  pain,  but  there  we  claim  no 
monopoly. 

It  may  be  taken  as  an  accepted  fact  that,  if  the  business 
of  a  company  is  not  conducted  with  financial  ability,  there 
is  little  prospect  of  its  ultimate  and  lasting  success.  The 
whole  training  of  a  Chartered  Accountant  eminently  fits 
hioi  for  the  post  of  practical  adviser  and  administrator,  and 
a  great  many  languishing  businesses  might  have  been  kept 
in  vigour,  a  great  many  of  the  failures  of  the  past  might 
have  been  averted,  if  some  competent  member  of  the 
accountancy  profession  had  been  consulted  at  the  proper 
time. 

I  am  glad  to  say  that  the  usefulness  of  our  profession  in 
this  respect  is  becoming  more  widely  recognised.  Each  year 
sees  a  widening  of  the  practice  of  retaining  the  services  of 
accountants,  not  merely  for  the  purposes  of  the  annual  audit, 
but  as  permanent  business  and  financial  advisers,  to  the 
advantage  and  benefit  of  the  interests  concerned. 

It  is  not,  however,  within  the  scope  of  this  lecture,  nor 
would  time  permit  me,  to  make  more  than  a  passing  refer- 
ence to  the  general  duties  of  an  accountant  when  acting  as 
financial  adviser  to  a  company,  or  in  connection  with  its 
incorporation,  and  general  and  current  administration.  My 
remarks  will  be  directed  chiefly  to  those  cases  where  the 
intervention  of  the  accountant  is  sought  in  consequence  of 
the  need  for  some  vital  changes  having  become  manifest. 

The  Board  of  Trade  Returns,  year  by  year,  tell  the  same 
melancholy  tale  of  companies  which  had  become  involved  in 
financial  difficulties,  and  had  ultimately  succumbed  and 
been  liquidated.  Many  of  these  liquidations  were  inevit- 
able ;  the  concerns  were  always,  or  had  long  been,  **  past 
praying  for.'*  Others  were  avoidable  if  proper  knowledge 
and  care  had  been  exercised  before  they,  too,  became  past 
praying 'for.  Time  and  again  I  have  known  of  instances 
where,  by  taking  the  business  in  hand  at  the  proper  time, 
and  giving  it  vigorous  treatment  in  the  Chartered  Accoun- 
tants' surgery,  involving  perhaps  an  entire  reconstruction, 
perhaps  only  the  removal  of  a  few  dead  limbs  or  other 
atrophied  parts,  the  company  has  been  able  to  survive  the 


382 


THE    ACCOUNTANT 


March  24,  1906. 


period  of  financial  stress,  and  has  ultimately  recovered  its 
prosperity  to  the  benefit  of  creditors  and  proprietors  alike. 
It  is  id  this  connection  that  the  services  of  the  profession 
may  be  of  the  utmost  value.  When  the  Chartered  Account- 
ant is  invited  to  advise,  he  should  endeavour,  by  a  strict 
investigation  of  the  accounts  and  business,  and  of  all  the 
circumstances  surrounding  and  afifecting  the  trading,  to 
diagnose  the  chief  cause  or  causes  of  the  difficulties  which 
have  arisen.  It  is  in  this  skill  for  diagnosis  that  his  greatest 
usefulness  lies.  For  it  is  worse  than  useless  to  attempt  to 
efifect  a  cure  before  the  cause  of  the  indisposition  is  ascer- 
tained. Do  not  jump  to  conclusions,  to  the  neglect  of  careful 
observation  and  patient  investigation,  or  the  death  of  your 
patient  may  lie  at  your  door. 


III. — The  Causes  which  render  Reconstruction  Necessary, 
I. ^Extensions,  Amalgamations ^  6^. 

It  would  be  a  mistake  to  suppose  that  all  reconstructions 
have  their  origin  in  misfortune. 

It  is  often  necessary  to  reconstruct  a  company  because  its 
growth  and  prosperity  demand  an  extension  of  capital.  The 
object  in  view  may  be  merely  the  introduction  of  further 
working  capital,  or  it  may  be  the  rearrangement,  perhaps 
even  the  duplication,  of  the  existing  capital,  so  as  to  bring 
it  into  better  correspondence  with  the  magnitude  and 
importance  to  which  the  company's  business  has  attained. 

Companies  are  frequently  reconstructed  so  as  to  effect  an 
amalgamation  with,  or  the  absorption  of,  another  business. 

In  special  circumstances  a  company  may  be  reconstructed 
in  order  to  get  rid  of  an  uncalled  liability  on  the  shares, 
where  its  continuance  is  not  required,  and  difficulties  may 
exist  in  the  way  of  dealing  with  it  by  reduction  of  capital. 

It  occasionally  happens  that  a  company  is  reconstituted 
so  as  to  increase  the  powers  contained  in  the  memorandum 
of  association,  but,  as  a  rule,  the  memorandum  of  associa- 
tion is  so  widely  drawn  that  a  reconstruction  for  this 
purpose  is  seldom  necessary. 

(II.)  Misfortune, 
Although  misfortune  is  thus  not  the  only  cause  oi  recon- 
struction, it  undoubtedly  accounts  for  more  cases  than  all 
the  others  put  together.  Some  reference  may  therefore  be 
made  to  the  factors  which  are  chiefly  responsible  for  placing 
a  company  in  a  position  of  financial  difficulty  which  may  lead 
to  eventual  bankruptcy  and  liquidation,  if  the  position  is  not 
saved  by  reconstruction  and  administrative  reform.  The 
principal  factors  are  : — 

(a)  Initial  errors  in  the  capitalisation  and  formation  of  the 

company. 
(h)  Errors  in  administrative  policy  and  incompetence  in 

management. 
[c)  The  effect  of  competition. 


{a)  Initial  Errors. 
The  errors  at  the  commencement  of  a  company's  career 
are  usually  (i)  over-capitalisation,  and  (2)  the  insufficient 
provision  of  working  capital. 

The  first  error  affects  the  investor  in  the  securities  of  the 

company  more  than  the  company  itself,  and  usually  results 

from  the  greed  of  the  vendor  or  the  interested  enthusiasm  of 

the  promoter.     Owing  to  the  lack  of  proportion  between  the 

I  capital  and .  the  reasonable  average  earning  power  of  the 

I  company,  it  is  unable  to  pay  the  return  on  its  shares  which 

I  was  originally  anticipated,  and  they  become  depreciated  in 

value. 

This  may  occur  without  affecting  the  company's  position 
and  credit,  but  it  more  often  causes  a  restriction  oi  credit 
and  a  consequent  loss  of  trade.  It  also  tempts  directors 
into  making  a  full  distribution  of  profits  so  as  to  show  a 
return  on  the  inflated  capital,  when  it  would  be  prudent  to 
put  something  to  reserve,  or  to  make  ampler  provision  for 
depreciation  and  contingencies. 

The  second  error,  that  of  providing  insufficient  working 
capital,  often  burdens  the  company  from  its  birth  with  a 
load  of  debt  which  may,  in  time,  cause  its  downfall.  If, 
therefore,  you  are  consulted  professionally  at  the  formation 
of  a  company,  you  should  see  to  it  that  the  working  capital 
to  be  provided  is  sufficient  to  cover  all  the  reasonable 
demands  of  the  anticipated  trading,  with  a  margin  for 
extras. 

The  investor  now  enjoys  a  little  more  protection  than 
formerly  against  the  risk  of  joining  companies  which  have 
sinned  in  these  respects.  The  provisions  of  the  Act  of  1900 
make  it  necessary  that  the  prospectus  should  contain  a  fall 
disclosure  of  the  amount  payable  to  each  of  the  vendors 
'(whose  names  and  addresses  must  also  be  given) ;  whether 
such  payment  be  in  cash  or  securities,  specifying  the  amount 
ipayable  for  goodwill ;  the  amount  paid  or  intended  to  be  pud 
'to  any  promoter  and  for  underwriting  the  subscription  to  the 
company's  capital ;  the  amount  or  estimated  amount  of  the 
preliminary  expenses ;  and  the  minimum  subscription  on 
< which  the  directors  will  proceed  to  allotment.  The  intend- 
ing investor  is  therefore  able  to  see,  amongst  other  things, 
what  amount  of  working  capital  is  provided  to  carry  on  the 
business,  although,  even  if  he  be  a  Glasgow  accountant,  it  is 
not  always  possible  for  him  to  form  a  reliable  opinion  as  to 
its  sufficiency  for  the  company's  needs. 

{b)  Efrors  of  AdministraHon, 
Errors  in  the  administrative  policy  and  in  the  manage- 
ment are  fruitful  sources  of  the  evils  which  beset  a  com- 
pany's existence.  They  are  sometimes  due  to  the  fact 
that  the  boards  of  directors  of  new  companies  often  consist 
of  gentlemen  possessed  of  real  ability  and  distinction  in  other 
walks  of  life,  but  with  no  special  experience  or  knowledge 
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of  the  business  which  they  undertake  to  direct.  They  are 
thus  unable  to  take  advantage  of  the  best  opportunities  or 
methods,  and  although  full  of  zeal  and  actuated  by  a  single- 
minded  desire  to  be  good  and  faithful  servants,  their  errors 
of  judgment  and  sins  of  omission  may  result  in  crippling  the 
resources  of  the  concern.  In  the  course  of  our  professional 
experience  we  nearly  all  come  across  some  instances  of  this 
sort. 

The  want  of  individualism  in  company  trading  is  a  serious 
and  prejudicial  factor.  It  is  a  wise  policy,  where  possible, 
to  entrust  the  control  to  some  person  or  committee  possessed 
of  special  knowledge  or  training  in  the  business  of  the  com- 
pany, and  who  can  to  a  large  extent  identify  themselves  and 
their  personalities  with  the  enterprise.  The  general  policy 
should,  of  course,  be  decided  by  a  board  of  directors ;  but, 
so  far  as  the  employees  and  customers  of  a  business  are 
concerned,  a  board  has  anuch  of  the  remoteness  of  a  Musco- 
vite autocracy,  and  in  matters  of  executive  administration 
the  managing  director  or  a  working  committee  should  be 
given  full  control. 

(c)  Competition. 

Competition  may  act  on  a  company's  business  in  a 
number  of  ways.  Its  aspects  are  too  numerous  to  be  dealt 
with  comprehensively  to-night.  Businesses  in  this  country 
are  exposed  to  the  competition  of  all  the  world.  The  life- 
time of  the  youngest  student  present  has  witnessed 
enormous  changes  in  the  conditions  of  manufacture  and 
in  the  development  of  new  centres  of  production.  Markets, 
which  a  few  years  ago  were  open  to  our  manufacturers, 
have  been  closed.  Driven  from  the  manufacture  of  goods 
for  export  to  countries  which  are  now  protected,  the  com- 
petition has  been  quickened  in  the  manufacture  of  goods 
for  home  and  neutral  markets. 

All  this  may  make  for  cheapness,  temporary  or  per- 
manent. It  may  be  a  good  or  a  bad  thing  for  the  country. 
I  do  not  here  express  any  opinion  on  the  fiscal  system 
under  which  those  conditions  prevail.  I  merely  record  the 
fact  that  the  shifting  of  centres  of  manufacture,  the 
migrations  of  industry,  and  the  increase  of  home  and 
foreign  competition,  are  fruitful  causes  of  the  decline  and 
failure  of  individual  enterprises. 

There  are  cases  where  it  may  be  possible  to  remedy  the 
adverse  effects  of  competition,  and,  by  meeting  it  in  the 
right  way,  to  restore  a  business  to  prosperity.  Conditions 
vary  with  nearly  every  industry  and  business,  and  each 
must  be  closdy  studied  before  a  proper  judgment. can  be 
arrived  at. 

IV. — The  Duties  of  the  Accountant, 

(1)  In  "Relation  to  the  Business. 

Too  often  the  Chartered  Accountant  does  not  arrive  on 
the  scene  until  the  position  of  the  company  has  become 


critical,  owing  to  one  or  other  of  the  causes  which  I  have 
outlined.  It  may  then  be  too  late  to  reconstruct  and  save 
the  business.  For  a  long  time  the  practice  prevailed  of 
only  sending  for  the  Chartered  Accountant  when  it  was 
decided  to  appoint  a  liquidator.  As  well  might  a  sick  man 
put  off  sending  for  the  physician  until  the  near  approach 
of  the  hour  when  there  would  be  need  only  for  the  services 
of  an  executor. 

It  should  always  be  the  aim  of  members  of  the  profes- 
sion, when  they  are  consulted  on  matters  of  this  nature, 
to  locate  the  reason  for  the  difficulties  which  have  arisen, 
and,  if  these  can  be  overcome,  to  devote  their  energies  to 
that  end.  The  preservation  of  value  should  be  their  con- 
slant  care.  It  may  well  be  that  a  good  business,  which  has 
been  badly  managed,  might  again  be  placed  on  a  profit- 
earning  basis,  although  unable  to  make  returns  on  the 
capital  originally  created.  Even  when  it  seems,  on  the 
surface,  as  if  the  time  for  help  is  passed,  and  that  a  realisa- 
tion of  the  assets  under  liquidation  proceedings  is  the  only 
available  course,  it  may  be  found  possible,  after  thorough 
study  and  investigation,  to  formulate  some  scheme  of 
rearrangement  or  reconstruction,  which,  combined  with 
new  and  progressive  management,  and  probably  the  pro- 
vision of  some  additional  cash  capital,  may  yet  restore 
the  company  to  a  good  position. 

(2)  In  Relation  to  the  Solicitors, 

I  now  propose  to  touch  on  the  legal  points  in  connec- 
tion with  schemes  of  reconstruction,  and  the  respective 
relations  of  accountants  and  solicitors  in  connection 
therewith. 

Reconstructions  and  rearrangements  are  carried  out 
under  statutory  rules  and  regulations,  and  they  have 
been  the  subject  of  so  many  judgments  of  the  Courts  that 
it  may  appear  to  some  of  you,  in  view  of  the  numerous 
legal  points  involved,  that  they  furnish  business  for 
lawyers  rather  than  for  accountants. 

In  England  the  line  of  demarcation  between  lawyers 
and  Chartered  Accountants  is  more  clearly  marked  than  in 
Scotland,  where  those  who  would  become  Chartered 
Accoimtants  have  to  attend  law  classes  at  the  University, 
in  addition  to  a  comprehensive  general  training  in  account- 
ancy and  actuarial  science.  The  Scottish  Chartered 
Accountants  are  regarded  as  closely  allied  to  the  legal  pro- 
fession. Unlike  their  English  brethren,  they  are  included 
in  the  Law  List^  and  they  fulfil  some  duties  which  in 
England  would  be  entrusted  to  solicitors. 

There  need  be  no  clashing,  of  interest,  or.  confusion  of 
duties^  between  the  work  of  the  accountant  and  the  solici- 
tor. The  duty  of  framing  a  scheme  of  reconstruction,  so 
far  as  the  financial  and  business  elements  are  concerned, 
falls  within  the  sphere  of  the  Chartered  Accountant,  and 
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there  is  also  considerable  scope  for  the  services  of  our 
profession  in  explaining  its  provisions  to  those  to  whom  it 
has  to  be  submitted  for  approval  or  adoption,  and  in  the 
executive  work  of  giving  effect  to  it  after  it  has  been 
adopted. 

The  machinery  used  in  carrying  through  a  scheme  of 
reconstruction  is  necessarily  of  a  legal  nature,  and  should 
always  be  directed  by  skilled  legal  practitioners.  But  it  is 
essential  that  the  accountant  should  have  a  working  know- 
ledge of  this  legal  machinery ;  so,  before  dealing  further 
with  the  general  or  commercial  aspect,  which  chiefly  con- 
cerns him,  I  will  now  briefly  review  the  requirements  of 
the  Companies  Acts  as  regards  reconstructions. 

V. — The  Machinery  Provided  by  Law. 
The    machinery     under     which     reconstructions     and 
rearrangements  are  chiefly  effected  is  provided  by :  — 

[a)  Sections  95  and  161  of  the  Companies  Act  of  1862. 
\p)  The  Joint  Stock  Companies  Arrangement  Act  of  1870. 
(f)  The  last-mentioned  Act,  and  Section  24  of  the  Com- 
panies Act  of  1900,  jointly. 

Another  method  is  by  a  sale  of  the  undertaking  of  a 
company,  under  powers  in  the  memorandum  of  associar 
tion,  for  payment,  or  part  payment,  in  shares  in  a  new 
company. 

It  is  also  possible  to  effect  a  reconstruction  or  rearrange- 
ment of  a  company's  capital  by  special  Act  of  Parliament, 
or  by  the  consent  of  all  parties  interested.  This  last 
method — ^namely,  by  universal  consent — although  perfectly 
legal  and  effectual  if  found  practicable,  is  seldom  resorted 
to,  because  of  the  almost  insurmountable  difficulties  in  the 
way  of  obtaining  the  unanimous  consent  of  all  concerned, 
even  if  they  are  all  of  Scottish  nationality. 

In  some  cases  reconstructions  of  a  sort,  which,  however, 
can  be  better  described  as  alterations  of  a  company's 
form  of  constitution,  are  possible  under  the  Companies 
(Memorandum  of  Association)  Act,  1890.  The  procedure 
there  is  by  a  special  resolution,  and  the  sanction  of  the 
Court.  The  Court  has  power  to  confirm,  either  wholly 
or  in  part,  any  alteration  with  respect  to  the  objects  of 
the  company  which  may  be  required  in  order  to  enable  it 
to  do  any  of  the  following  things :  — 

(a)  To  carry  on  its  business  more  economically  or  more 
efficiently. 

\fj)  To  attain  its  main  purpose  by  new  or  improved 
means 

\c)  To  enlarge  or  change  the  local  area  of  its  operations. 

(d)  To  carry  on  some  business  or  businesses  which, 
under  existing  circumstances,  may  conveniently  or 
advantageously  be  combined  with  the  business  of 
the  company. 


\t]  To  re9trict  or  abandon  any  of  the  ob|ects  specified 
in  the  memorandum  of  association  or  deed  of 
settlement. 

It  is  only  very  rarely  that  a  company  finds  it  necessary  to 
resort  to  the  Companies  (Memorandum  of  Association) 
Act,  1890,  because,  as  a  rule,  the  memorandum  of  associa- 
tion is  drawn  with  sufficient  wideness  to  cover  all  probable 
contingencies. 

The  statutory  provisions  to  which  it  is  most  important  to 
direct  your  attention  are  those  contained  in  the  1862,  the 
1870,  and  the  1900  Acts,  and  I  shall  have  something  to  say 
concerning  each  of  these. 

(i)  Section  i6i  of  ike  Companies  Act,  1862. 
First  and  foremost  comes  the  well-known  161  st  Section 
of  the  Act  of  1862.  Any  company  incorporated  under  the 
Companies  Acts  may  be  reconstructed  under  Section  161 
of  the  1862  Act.  For  this  purpose  a  winding-up  of  the 
original  company  is  necessary.  Any  company  constituted 
under  special  Act  of  Parliament,  Charter,  or  otherwise, 
which  is  capable  of  registration  under  the  Act  of  1862,  by 
virtue  of  Sections  179  and  180,  may  also  so  register  itself 
for  the  purpose  of  going  into  voluntary  liquidation  and 
taking  advantage  of  the  i6ist  Section. 

Although  that  section  relates  only  to  a  purely  voluntary 
winding-up,  a  sale  of  the  property  can  be  made  under 
Section  95  in  cases  where  the  matter  is  before  the  Court 
either  under  a  supervision  order  or  a  compulsory  order, 
and  all  things  necessary  may  be  done  under  that  section, 
and  to  such  a  sale  the  principles  emibodied  in  the  x6ist 
section  are  a{>plicable.  It  should,  perhaps,  be  mentioned 
that  a  reconstruction  almost  invariably  takes  the  form  of  a 
sale  of  the  business  and  undertaking  of  the  original  com- 
pany under  conditions  which  substitute  securities  and 
shares  of  the  new  company  for  those  of  the  old. 

It  will  therefore  be  seen  that  the  rules  laid  down  in  the 
i6ist  Section  can  be  applied  to  any  company  in  liquida- 
tion, and,  for  all  practical  purposes,  that  section  may  be 
regarded  as  the  Charter  of  Reconstruction. 

The  general  effect  of  Section  i6x  is  summed  up  and 
explained  in  the  following  remarks  of  the  late  Sir  George 
Jessel,  Master  of  the  Rolls  :  — 

"I  think  the  meaning  o<f  the  i6ist  Section,  stated 
broadly,  was  this,  that  instead  of  disposinf  of  the 
assets  of  the  company  wound  up  under  voluntary 
winding-up  for  money,  you  may  dispose  of  them  fcr 
shares  in  any  other  company ;  or  policies,  or  any  like 
interest,  or  future  profits  or  other  benefit  from  the 
purchasing  company;  but  that  whatever  the  benefit 
was,  in  whatever  shape  it  was  taken,  it  was  to  be  given 
or  paid  or  handed  Qpr^to  ^^^iquidWors  for  the 
benefit  of  the  contributones,  if  I  may  call  them  so,  of 
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th«  company  wound  up — of  course  subject  to  the  pay- 

nient  of  their  debts ;  and  that  there  was  no  authority 

conferred  by  the  Act  of  Parlianient  on  the  general 

meeting,  or  rather  the  statutory  majority,  to  direct  a 

distribution  as  between  those  contributories  otherwise 

than  according  to  their  rights  inter  se"     (Griffith  v. 

Paget,  5  Ch.D.  894,  898.) 

The  position  to  which  this  brings  us,  shortly  expressed, 

is>.  thcref<»re,  that  Section  161  of  the  Act  of  1862  enables  a 

company,   by   its  liquidator,   to   sell   its   undertaking   for 

shares  in  another  company,  but  the  distribution  of  the 

proceeds  of  the  sale  is  to  be  governed  by  the  respective 

rights  of  the  creditors  and  contributories. 

It  will  be  observed  that  the  section  contemplates  a  sale 
to  another  company  only,  and,  therefore,  an  agreement 
providing  for  the  trarusfer  or  sale  of  the  business  of  a  com- 
pany to  an  individual  (even  though  he  may  intend  to  form 
a  company  to  take  o\'er  the  business)  would  not  be  upheld 
b^'  the  Court,  because  the  section  does  not  authorise  a 
sale  to  an  iiKiividual.  Consequently  an  agreement  pur- 
porting to  provide  for  such  a  sale  would  be  invalid.  It 
has,  however,  been  held  that  an  agreement  to  sell  to  an 
ageiii  for  a  company  about  to  be  incorporated  may  be 
within  the  terms  of  the  section,  but  such  an  agreement  is 
not  one  which  can  be  recommended.  {Hester  6^  Co.,  44 
I..J.  Ch.  757.) 

In  a  case  of  reconstruction  proceeding  under  the  above 
section,  the  claims  of  the  creditors  are  usually  provided 
fur  in  cash,  or  the  liability  for  them  is  taken  over  by  the 
new  company.  In  the  latter  case  the  constitution  of  the 
new  company  should  provide  funds  .to  meet  these  claims 
tin  demand,  because  it  does  nut  follow  that  the  creditor 
will  agree  to  a  novation  of-  contract  by  the  substitution  of 
one  debtor  for  another,  and  he  may  proceed  for  recovery 
of  the  amount  due.  The  creditor's  remedy^  if  the  sale  has 
been  made  in  a  voluntary  winding-up  under  this  section, 
is  to  apf^y  to  the  Court  for  a  supervision  order  or  a  com- ; 
pulsoiy  order. 

It  has  been  shown  that  the  rights  of  the  contributories 
inter  se  govern,  the  distribution  of  the  purchase-price 
received  by  the  liquidator  and  available  for  division  after 
payment  of  the  creditor's  claims.  This  position  of  things 
has  very  often  caused  serious  differences  of  opinion.' 
Holders  of  shares  entitled  to  a  preferential  return  of! 
capital  in  a  liquidation  may  force  a  realisation  of  the 
purchase^piite  rei.eived  in  specie  in  order  tu  satisfy  their 
daims.  This,  of  course,  may  prove  detrimental  to  the 
holders  of  shares  of  a  lower  rank.  If,  however,  the  articles 
of  association  of  the  company  contain  the  customary  pro- 
visions as  to  *^ class  meetings"  (i.e.y  meetings  of  the 
different  classes  of  shareholders  empowered,  by  a  pre- 
».ribed  majority,  to  sanction  any  particular  transaction 


on  behalf  of  the  class),  and  such  meetings  are  held,  and 
the  requisite  majorities  approve  of  a  certain  scheme  or 
method  of  distribution  amongst  the  proprietors,  then  the 
arrangement  is  binding  on  all  classes,  although  such 
approval  does  not  necessarily  deprive  the  minority  of  the 
right  of  dissenting  from  the  sale  given  by  the  section. 

If  the  articles  of  association,  as  originally  registered,  do 
not  contain  the  necessary,  or  sufficiently  wide,  provisions 
as  to  class  meetings,  such  provisions  may  be  added  by 
si-^cial  resolution  unless  prohibited  by  the  memorandum 
of  association. 

(2)  Rights  of  Dissentient  Shareholders, 

This  may  be  a  convenient  point  at  which  to  say  a  few 
words  about  the  rights  of  dissentients.  The  procedure  of 
the  dissentient  is  governed  by  Sections  161  and  162  of  the 
Act  of  1862.  Should  he  disapprove  of  the  sale,  and  desire 
to  separate  himself  from  the  general  body  of  his  co-pto- 
prietors,  his  method  is  clearly  defined,  lie  must  express 
his  dissent  in  writing,  addressed  to  the  liquidator,  and 
leave  the  notice  of  dissent  at  the  registered  offices  of  the 
company  not  later  than  seven  days  after  the  meeting  con- 
firming the  resolution  for  sale,  and  he  must  require  the 
liquidator  to  adopt,  at  his  option,  one  of  the  alternatives 
mentioned  in  the  section.  The  alternatives  are  that  the 
liquidator  shall  thereupon  either  abstain  from  proceed- 
ing with  the  sale,  or  shall  purchase  the  interest  of  such 
dissentient. 

ir  will  be  observed  that  the  section  states  that  the  notice 
of  dissent  must  be  left  at  the  registered  offices  of  the  com- 
pany. As  it  very  often  happens  that  the  liquidator  carries 
on  business  at  another  address,  this  should  be  carefully 
noted,  because  it  might  be  held  that,  unless  the  notice  of 
dissent  was  left  at  the  registered  offices  of  the  com^pany,  it 
was  irregular.  This  mistake  has  been  made  even  by  people 
who  are  ordinarily  supposed  to  be  very  wide  awake. 

The  notice  of  dissent  will  be  held  to  be  irregular  unless 
it  specifically  requires  the  liquidator  to  adopt  one  or  other 
of  the  alternatives  mentioned,  and  it  should  also  be  noted 
that  it  must  be  lodged  within  seven  days  of  the  meeting 
confirming  the  sale,  although  it  has  been  held  that  notice 
of  dissent  served  within  seven  days  of  the  first  meeting,  if 
not  withdrawn  or  returned,  is  valid. 

As  the  liquidator  has,  by  this  time,  ascertained  that  the 
general  body  of  shareholders  are  in  favour  of  the  sale,  he 
will  ordinarily,  on  receiving  the  notice  of  dissent,  provide 
for  the  alternative  of  purchasing  the  interest  of  the  dis- 
sentient. The  value  of  the  dissentient  interest  is  fixed  by 
arbitration.  UnlesB  both  parties  concur  in  the  appoint- 
ment of  a  single  arbitrator,  the  rule  of  procedure  is  that 
each  party  shdll,  on  the  request  of  the  other,  appoint  an 
arbitrator.     If,   fur  a  period  of  fourteen  days  after  the 
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service  of  such  request,  either  party  fails  to  appoint  an 
arbitrator,  then  the  other  party,  having  himseli  appointed 
an  arbitrator,  may  appoint  such  arbitrator  to  act  on  behalf 
of  both  parties,  and  the  award  of  the  single  arbitrator  is 
final. 

The  arbitrator,  or  arbitrators,  proceed  to  assess  the 
value  of  the  dissentient's  holding  in  the  company.  Such 
value  is  not  by  any  means  necessarily  determined  by  the 
amount  of  the  purchase-price  to  be  paid  on  the  proposed 
sale  of  the  company^s  assets  and  imdertaking.  The  value 
to  be  settled  is  the  value  of  the  holding  of  the  dissentient 
member  in  the  company  in  liquidation,  on  the  assumption 
that  the  sale  proposed  had  not  been  carried  out,  and  any 
evidence  bearing  on  this  question  can  be  submitted  to  the 
arbitrators  by  either  the  dissentient  or  the  liquidator. 

Where  the  liquidator  expects  that  there  will  be  some 
dissentients  to  the  sale,  it  is  as  well  to  provide  in  the 
scheme  of  reconstruction  for  a  cash  fund,  out  of  which 
such  dissentient  interests  can  be  purchased,  although  he 
may  sometimes  be  able  to  realise  the  shares  in  the  new 
company  applicable  to  such  dissentient  members  at  a 
price  which  will  enable  him  to  meet  these  claims  in  full. 
This,  however,  is  seldom  the  case. 

Articles  of  association  occasionally  provide  that  the 
rights  of  dissentients  shall  be  limited  to  a  claim  to  have 
these  shares  realised  on  their  behalf  and  the  proceeds  paid 
to  them.  Such  provisions  may  occasionally  have  the  effect 
of  deterring  shareholders  from  taking  action,  but  I  think 
it  is  now  pretty  generally  known  that  tbey  have  no  legal 
effect  whatever. 

The  assessment  of  the  value  of  the  dissentient  holdings 
necessarily  takes  time,  and,  if  the  proceedings  are  unduly 
prolonged^  considerable  expense  may  be  incurred  and  the 
object  of  the  reconstruction  may  be  defeated.  I  once  had 
the  misfortune  to  act  as  arbitrator  in  a  case  where  the 
hearing  extended  over  a  long  period,  and  much  expert 
evidence  was  called  on  either  side,  until  at  length  both 
parties  took  fright  at  the  costs  which  were  being  incurred, 
and,  after  much  expense,  came  to  terms.  Notices  of  dis- 
sent are  common  in  liquidartions,  but  it  is  comparatively 
rarely  that  the  machinery  of  arbitration  becomes  neces- 
sary. An  offer  is  generally  made  and  accepted,  after  some 
negotiation.  An  arbitration  may  prove  a  costly  luxury 
for  either  side. 

(3)  The  Joint  Stock  Companies  Arrangement  Act,  1870. 

The  difficulties  of  procedure  under  Section  i6i  of  the 
ii862  Act  are  considerable,  but  these  were  decidedly  more 
numerous  before  the  passing  of  the  Arrangement  Act  of 
1870.  By  the  passing  of  this  Act  it  became  possible  in  a 
liquidation,  whether  voluntary  or  otherwise^  to  bind  all 
classes  of  creditors  to  a  scheme  of  arrangement  by  the 


vote  of  the  necessary  majority  of  each  dass.    The  1870  Act 
provides  that :  — 

(Section  2)  "  Where  any  compromise  or  arrangement 
shall  be  proposed  between  a  company  which  is  in  the 
course  of  being  wound  up,  either  voluntarily  or  by  or 
under  the  supervision  of  the  Court  under  the  Com- 
panies Acts,  1862  and  1867,  or  either  of  them,  and  the 
creditors  of  such  company,  or  any  class  of  such  credi- 
tors, it  shall  be  lawful  for  the  Court,  in  addition  to 
any  other  of  its  powers,  on  the  application  in  a  sum- 
mary way  of  any  creditor  or  the  liquidator,  to  order 
that  a  meeting  of  such  creditors  or  class  of  creditors 
shall  be  summoned  in  such  manner  as  the  Court  shall 
direct,  and  if  a  majority  in  number  representing 
three-fourths  in  value  of  such  creditors  or  class  of 
creditors  present  either  in  person  or  by  proxy  at  such 
meeting  shall  agree  to  any  arrangement  or  com- 
promise, such  arrangement  or  compromise  shall, 
if  sanctioned  by  an  order  of  the  Courty  be 
binding  on  all  such  creditors  or  class  of  creditors, 
as  the  case  may  be,  and  also  on  the  liquidator  and 
contributories  of  the  said  company." 

(Section  3)  "  The  word  *  company  '  in  the  Act  means 
any  company  liable  to  be  wound  up  under  the  Com- 
panies Act,  1862." 

(Section  4)  "The  Act  shall  be  read  and  construed  as 
part  of  the  Companies  Act,  1862." 

It  will  therefore  be  seen  that  the  Arrangement  Act  of 
1 870  was  an  important  advance  on,  and  a  neceesazy 
adjunct  to,  the  i6ist  Section  of  the  1862  Act,  because  it 
took  away  from  any  isolated  creditor  with  a  grievance, 
legitimate  or  otherwise,  the  power  to  prevent  or  delay  a 
scheme  of  reconstruction.  It  also  deprived  an  Ul-con- 
citioned  creditor  of  the  power  of  trading  on  the  wish  of 
the  general  body  of  creditors  who  favoured  a  desirable 
scheme,  in  such  a  way  as  to  obtain  some  undue  advan- 
t  age  for  himself.  Although  one  of  the  shortest  of  the  Coai- 
panies  Acts — ^it  is  limited  to  four  sections — ^it  has  proved 
one  of  the  most  useful. 

This  Act  does  not,  however,  apply  to  the  Colooial 
creditors  of  a  company  carrying  on  business  in  a  Colony. 
It  has  been  held  that  a  Colonial  creditor  can  enforce  a 
cjebt  due  to  him  by  the  company,  as  against  the  assets  of 
the  company  in  the  Colony,  by  taking  proceedings  in  such 
C'olony,  and  that  a  scheme  of  arrangement  duly  passed  in. 
the  Courts  of  the  United  Kingdom  does  not  constitute  a 
good  defence  to  such  proceedings.  (New  Zealand  Loan 
<S?»  Mercantile  Agency  v.  Morrison,  1898,  A.C.  349.) 

(4)  The  Companies  Act,  1900. 

The  Companies  Arrangement  Act  of  1870  enormously 
facilitated  the  work  of  reconstruction  where  the  claims  of 
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debenture-holders  and  other  creditors  had  to  be  dealt  with. 
But  it  was  not  until  thirty  years  later  that  the  difficulties  as 
regards  the  rights  of  shareholders  were  overcome,  when  the 
Companies  Act,  1900,  came  into  force.  Under  that  Act 
(Section  24)  the  provisions  of  Section  2  of  the  Arrangement 
Act  of  1870,  which  hitherto  had  applied  only  to  creditors, 
were  made  applicable  to  shareholders  also.  This  extension 
of  the  principle  of  the  1870  Act  greatly  facilitated  the  division 
of  assets  and  specie  among  shareholders,  and  has  already 
enabled  many  desirable  schemes  to  be  carried  into  effect. 

But  there  is  one  thing  which  the  Chartered  Accountant 
must  never  forget  when  framing  a  scheme  for  adoption  under 
these  provisions.  It  is  this :  the  scheme  must  be  one  which 
the  Court  will  approve ;  for  every  scheme  under  the  1870 
Act  depends  for  its  validity  on  the  sanction  of  the  Court. 

This  sanction  is  applied  for  on.  petition.  The  first  step  is 
to  obtain  the  direction  of  the  Court  to  hold  meetings  of  the 
classes  to  which  the  scheme  is  to  be  submitted.  When  these 
meetings  have  been  held  a  report  is  made  upon  what  took 
place,  and  if  the  scheme  received  the  support  of  the  majorities 
prescribed  by  the  Act,  the  petition  is  presented  to  the  Court 
praying  for  its  sanction. 

It  is  essential,  therefore,  in  the  preparation  of  any  scheme 
under  the  Act,  to  keep  in  view  the  principles  upon  which  the 
Court  proceeds.  This  subject  has  been  stated  so  lucidly  an'l 
clearly  in  the  invaluable  work  of  Mr.  Justice  Buckley  that  I 
cannot  do  better  than  quote  his  concise  statement  summaris- 
ing the  decisions  of  the  Courts  on  this  most  important  point. 
In  '*  Buckley  on  the  Companies  Acts  "  eighth  edition.  1902. 
p.  670.  under  the  title  "  Functions  of  the  Court,"  the  follow- 
ing observations  are  made : — 

"  In  exercising  its  power  of  sanction  the  Court  will 
see,  first,  that  the  provisions  of  the  statute  have  been 
complied  with  ;  secondly,  that  the  class  was  fairly  repre- 
sented by  those  who  attended  the  meeting,  and  that  the 
statutory  majority  are  acting  bond  fide,  and  are  not 
coercing  the  minority  in  order  to  promote  interests 
adverse  to  those  of  the  class  whom  they  purport  to 
represent ;  and  thirdly,  that  the  arrangement  is  such  as 
a  man  of  business  would  reasonably  approve. 

The  Court  does  not  sit  merely  to  see  that  the  majority 
are  acting  bond  fide  and  thereupon  to  register  the  decision 
of  the  meeting,  but,  at  the  same  time,  the  Court  will  be 
slow  to  differ  from  the  meeting,  unless  either  the 
creditors  have  not  been  properly  consulted  or  the  meeting 
has  not  considered  the  matter  with  a  view  to  the  interests 
of  the  class  which  it  is  empowered  to  bind,  or  some  blot 
is  found  in  the  scheme." 

One  of  the  early  cases  under  the  Joint  Stock  Companies 
Arrangement  Act  of  1870,  as  extended  by  the  Act  of  1900, 
was- dealt  with  by  Mr.  Justice  Backley,  who  sanctioned  a 
scheme  for  the  reconstruction  of  Paterson,  Laing  &  Bruce, 


Lim..  authorising  me,  as  liquidator,  to  divide  securities  to 
the  amount  of  ^525,000  among  the  holders  of  debentures, 
preference  and  ordinary  shares,  and  decided  that  certain 
contributories  who  were  asking  the  Court,  as  a  term  of 
sanctioning  the  scheme,  to  confer  on  them  the  rights  of 
dissentients  under  the  x6ist  Section  of  the  1862  Act,  were 
not  entitled  to  such  rights.  One  of  the  grounds  of  such 
refusal  was  that  the  sale,  which  took  place  as  part  of  a 
scheme  of  reconstruction  to  provide  for  an  extension  and 
rearrangement  of  capital  consequent  on  the  purchase  and 
absorption  of  another  large  business,  had  been  authorised 
by  the  company  prior  to  the  date  of  the  winding-up.  so  that 
the  liquidator  was  deprived  of  one  of  the  alternatives  given 
to  him  under  the  i6ist  Section — namely,  the  right  to 
abandon  the  sale,  and  it  would,  therefore,  have  been 
unreasonable  to  give  the  dissentients  the  benefit  of  the 
other  alternative. 

It  has  been  suggested  that  the  Act  has  the  effect  of 
enabling  such  arrangements  as  are  contemplated  by  the 
1870  Act  to  be  made  binding  on  shareholders,  without  the 
necessity  of  placing  the  company  in  liquidation.  This  view 
is  interesting.  If  it  holds  good,  it  may  be  possible  also  for 
a  company  to  effect  an  arrangement  with  its  preference 
shareholders  under  which  all  members  of  the  class  might  be 
bound  to  accept,  say,  ordinary  shares  to  an  amount  differing 
from,  and  perhaps  less  than,  their  preference  holdings.  It 
might,  however,  need  some  eloquence  to  persuade  the 
necessary  majority  to  consent,  and  the  arrangement  would 
require  the  sanction  of  the  Court. 

It  may  be  well  to  mention  that,  with  regard  to  life 
assurance  companies,  the  Legislature  thought  it  necessary, 
owing  to  the  special 'nature  of  their  business,  to  make 
special  statutory  provisions,  by  the  Life  Assurance  Com- 
panies Acts  of  1870  and  1872.  for  the  amalgamation  and 
reconstruction  of  such  companies. 

(5)  Power  of  Sale  in  Memorandum  and  Articles. 

It  is  now  usual  to  take  power  in  the  memorandum  and 
articles  of  association  of  a  company  to  sell  the  undertaking 
and  assets  of  the  company  for  shares  in  another  company, 
and  this  power  is  often  given  to  the  directors  under  the 
articles  of  association.  Where  this  power  is  included  in 
the  memorandum  of  the  company,  and  a  reconstruction  is 
considered  necessary  for  the  purpose  of  amalgamating  with 
other  interests,  a  great  deal  of  time  and  difficulty  is  saved 
by  carrying  through  a  sale  under  the  power  so  provided. 
The  sale  is  usually  authorised  by  a  resolution  of  the  share- 
holders, which  is  not  necessarily  a  special  resolution — ^that 
will  depend  on  the  provisions  contained  in  the  articles  of 
association.  When  the  sale  has  been  carried  through,  and 
the  shares  of  the  new  company  have  been  received,  the 
company  can  then  pass  resolutions  placing  itself  in  voluntary 
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liquidation  for  the  parpose  of  distributing  the  purchase 
consideration  among  the  shareholders. 

When  a  reconstruction  is  carried  through  in  this  way,  the 
various  classes  of  shareholders  should  be  bound  by  the 
resolutions  of  class  meetings  to  a  certain  definite  scheme  of 
distribution.  As  the  sale  has  been  made,  and  the  scheme  of 
distribution  agreed  to,  before  the  company  went  into 
liquidation,  the  rights  of  a  dissentient,  as  set  forth  in 
Section  i6i  of  the  1862  Act,  do  not  apply,  and  if  such  dis- 
sentient does  not  accept  his  rateable  distribution  of  shares, 
he  forfeits  all  further  interest  in  the  company.  This  is  a 
very  useful  method  of  procedure,  and  it  enables  the  recon- 
struction to  be  completed  in  the  minimum  of  time.  It 
should  be  borne  in  mind,  however,  that  you  cannot  force  a 
contributory  to  take  up  a  share  in  a  new  company  carrying 
a  liability  for  unpaid  capital. 

And  here  let  me  express  satisfaction  that  the  old  method 
of  allowing  liquidations  to  run  on  year  after  year,  although 
still  sometimes  unavoidable  in  special  circumstances,  is  con- 
trary to  the  spirit  and  practice  of  the  day.  When  the  time 
comes,  as  it  doubtless  will,  for  you  to  deal  with  important 
liquidations,  do  not  endeavour  to  make  an  annuity  out  of 
them.  Take  no  pride  in  having  had  a  business  of  that 
nature  in  your  office  for  a  long  time.  Deal  with  it  promptly. 
Get  rid  of  it  as  speedily  as  possible,  and  be  ready  for  the 
next  thing.  It  will  pay  you  best  in  the  end.  Once  you 
acquire  the  right  kind  of  reputation,  your  difficulty  will  be, 
not  to  find  business  to  do,  but  to  find  time  to  do  the  busi- 
ness that  is  thrust  upon  you.  That,  I  gather  from  the 
pleasant  sounds  that  reach  my  ear  as  I  speak,  is  your  great 

trouble  in  Glasgow. 

(To  be  continued.) 
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Brewery  and  Bottled  Beer  Accounts 
and  Audits. 


'THE  lecture*  recently  delivered  by  Mr. 
Herbert  Lanham,  A.C.A.,  at  a  meeting 
of  the  Newcastle  Chartered  Accountants 
Students'  Society  on  "Brewery  and  Bottled 
Beer  Accounts  and  Audits,"  which  was  reported 
in  our  issue  of  the  loth  ult.,  is  one  of  general 
interest,  especially  in  view  of  the  fact  that  a 
work  upon  this  same  subject  by  Mr.  Lanham 
has  been  announced  in  connection  with  "  The 
Accountants'  Library"  Series,  and  may  be 
shortly  expected. 

The  present  lecture,  however,  can  hardly  be 
said  to  discount  the  value  of  the  as  yet 
unpublished  handbook,  in  that,  dealing  as  it 
does  with  the  subject  in  general  terms  within 
the  necessary  time  limits  of  a  lecture,  and 
without  the  aid  of  />ro  g/j^j^  ^fulings,  it   is 
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chiefly  of  value  as  arousing  the  interest  of  the 
student  in  this  important  subject  rather  than 
on  account  of  the  actual  information  it  con- 
veys. It  is  pointed  out  that  as  at  present 
conducted  the  business  of  any  ordinary 
brewery  is  a  many-sided  one,  comprising  in 
addition  to  the  manufacturing  business  of 
brewing— which  is,  of  course,  the  backbone  of 
the  whole  undertaking — a  wholesale  trader's 
business  in  a  number  of  different  other  com- 
modities, and  a  financier's  business  as  well. 
It  is,  of  course,  of  the  utmost  importance 
that  the  results  of  each  of  these  separate 
depaitments  should  be  clearly  shown. 
Hence  the  accounts  must  of  necessity  be 
somewhat  complicated.  Their  complexity  is, 
moreover,  heightened  by  the  fact  that  it  is 
desirable  that  the  results  of  the  manufacture 
of  malt  should  be  stated  separately  from 
the  results  of  the  making  of  beer,  and 
the  accounts  thus  afford  an  example  of  a 
manufacture  within  a  manufacture  which 
rarely  obtains  save  in  connection  with  chemical 
industries.  From  one  point  of'  view,  however, 
a  brewery  may,  of  course,  be  said  to  come 
under  the  same  category,  more  particularly  of 
latter  years. 

There  is  much,  of  course,  in  Mr.  Lanham's 
paper  which,  owing  to  the  omission  of  forms, 
is  not  likely  to  be  very  clear  to  the  novice.  He 
will,  however,  doubtless  have  observed  that 
here,  as  with  all  other  manufacturing  busi- 
nesses, successful  results  are  to  a  very  large 
extent  dependent  upon  adequate  accounts,  and 
especially  upon  suitable  Stock  Accounts  and 
Cost  Accounts.  With  regard  to  the  first-named 
some  very  useful  suggestions  are  provided,  but 
upon  the  subject  of  Cost  Accounts  something 
might,  we  think,  have  been  added  with 
dvantage. 


Turning  to  the  financial  aspect  of  the 
matter,  it  is  perhaps  to  be  regretted  that 
Mr.  L AN  HAM  could  find  no  space  to  deal 
with  the  interesting,  and  as  yet  novel,  subject  of 
Compensation,  and  its  treatment  in  accounts. 
This  omission  will,  however,  doubtless  be 
supplied  in  the  forthcoming  handbook.  On 
the  subject  of  Tied  Houses,  the  somewhat 
obvious  moral  to  be  drawn  from  the  present 
depreciated  state  of  most  brewery  securities 
seems  to  be  that  a  successful  brewer  is 
by  no  means  necessarily  a  clever  financier, 
and  that  these  undertakings  have  suffered  in 
no  small  degree  from  having  been  started 
with  a  larger  amount  of  capital  than  could 
be  usefully  employed  in  ways  that  the 
directorate  were  competent  to  undertake. 
The  subject  is,  of  course,  an  extremely  inter- 
esting one,  and  the  lecturer  only  touches  the 
fringe  of  it  in  his  paper.  Many  lectures  are, 
however,  at  least  as  valuable  on  account  of 
what  they  suggest  as  by  reason  of  the  definite 
information  that  they  impart,  and,  judged 
from  this  standpoint,  the  one  now  before  us 
attains  a  very  high  level. 


Reconstructions  and  Dissentients. 


'PHE  recent  decision  of  Mr.  Justice  Kekewich 
^  in  Bisgood  v.  Nile  Valley  Company,  Lim., 
will  be  welcomed  by  all  who  are  interested  in 
the  finances  of  joint-stock  companies  being 
administered  upon  lines  that  are  unquestion- 
ably sound.  There  has  for  too  many  years 
past  been  an  unfortunate  and  somewhat 
increasing  tendency  to  keep  alive  companies 
which  have  failed  beyond  any  reasonable 
prospect  of  eventual  success  by  the  expedient 
of  periodically  reconstructing.  We  have,  of 
course,  nothing  whatever  to  say  against  the 
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process  of  reconstruction  per  se  as  a  means  of 
equitably  arranging  for  the  continuance  of  an 
undertaking  which  has  outgrown  the  limitations 
of  its  original  memorandum  of  association  upon 
lines  which  as  nearly  as  possible  conserve 
existing  interests.  Such  reconstructions  provide 
a  most  useful  means  of  selling  a  small  under- 
taking to  a  large  one,  without  at  the  same  time 
crowding  out  the  small  holder  upon  altogether 
inadequate  and  inequitable  terms.  But,  just 
because  they  represent  the  necessary  re- 
arrangement of  the  finances  of  a  successful 
company,  such  reconstructions  ai:e,  in  the  nature 
of  things,  comparatively  rare. 

A  far  more  usual  form  of  reconstruction,  and 
indeed  that  in  connection  with  which  the  term 
reconstruction  is  now  generally  identified, 
occurs  where,  the  working  capital  originally 
available  having  been  exhausted,  it  becomes 
necessary  either  to  shut  down,  or  to  obtain 
further  capital  in  order  to  continue.  In  such 
cases  there  would,  in  the  vast  majority  of  cases, 
be  no  available  assets  in  the  event  of  a  shutting 
down,  inasmuch  as  future  prospects  represent 
the  sole  available  asset,  and  they  in  the  nature 
of  things  have  little  or  no  realisable  value.  In 
such  cases  reconstruction  provides  a  most  con- 
venient means  of  keeping  the  undertaking  alive 
to  such  an  extent  as  is  represented  by  the 
continuance  of  the  fees  of  directors,  secretary, 
cS:c.,  while  at  the  same  time  decently  burying 
the  original  company,  and  thus  effectively 
disposing  of  any  possible  risk  of  an  inquiry  into 
the  conduct  of  anyone  connected  with  the 
promotion  of  that  ill-starred  undertaking.  No 
unprejudiced  outsider  perhaps  would  put  a 
single  shilling  into  so  unpromising  a  concern, 
but  experience  has  shown  that  by  means  of  a 
reconstruction  a  considerable  proportion  at 
least   of  the  existing  holders  can   usually  be 


relied  upon  to  throw  more  good  money  after 
bad,  and  consent  to  take  partly-paid  shares  of 
a  purely  problematical  value,  involving  a 
liability  to  further  contributions,  in  exchange 
for  their  former  holding — which,  if  practically 
valueless,  at  least  involved  no  further  liability 
at  all. 

The   Legislature,  while  at  no    time   going 
out    of    its    way     to     encourage    these    per- 
formances,   provides    no    very  effective   safe- 
guard against  abuse,  and  only  two  provisions 
which    even    indirectly    discourage   it.      The 
first   is   the  provisions  of  Sections   161   and 
162    of  the    Companies    Act,   1862,   for  the 
protection    of  dissentient    shareholders;   and 
the  second  is  the  provisions  of  the  Companies 
Act,    1900,   which,   while    by   no   means   free 
from   doubt,   do   not   appear  to  sanction   the 
payment  of  any  underwriting  commission  in 
the   case  of  a  reconstruction.     With   regard 
to   the  second  of  these  two  points   we  need 
at  present  say  nothing.     The  decision  referred 
to  at  the  commencement  of  this  article  dealt 
exclusively    with    the    rights    of    dissentient 
shareholders    and    the   attempts  which   have 
been    made   from    time    to  time   to   override 
those   rights,   and   to  enable   the  case  to  be 
followed,    some    brief    review   of  the  earlier 
decisions   seems   desirable.      In  Payne  v.  The 
\  Cork  Company,  Lim.  (Accountant  Law  Reports, 
XXVI,   p.   31),  it   was   held  that    articles  of 
association   providing  that  where  a  liquidator 
sold   the   undertaking   to   a  new   company  in 
;  exchange   for  shares,  obligations,  or  interests 
I  therein  by  virtue  of  a  special  resolution,   no 
I  member  of  the  company   should  be  entitled 
'  to    require    the    liquidator    to    abstain    from 
]  carrying  such  sale  into    effect.     And    that   if 
he  were  unwilling  to  accept  the^  new  shares 
'  or    obligations    to    be    allotted^jitfi)(Bim,   he 
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might  within  fourteen  days  of  the  resolution 
require   that   his   shares  should   be   sold  and 
the  net  proceeds  paid  to  him,  were  ultra  vires, 
as  being    an    attempt   to   deprive  dissentient 
shareholders   of  their   statutory  rights.     This 
decision  may,  we  think,  be  regarded  as  governing 
all  cases  where  the  sale  of  the  undertaking  is 
effected  by  the  liquidator  of  the  vendor  com- 
pany.    Then  followed  the  case  oi  Manners  v. 
St.    David's    Gold    and    Copper    Mines,    Lint. 
{Accountant  Law  Reports,  XXXI.,  pp.  32  and 
40).     In  this  case  the  company,  under  a  power 
contained  in  its  memorandum  of  association, 
had  sold  its  undertaking  prior  to  going  into 
liquidation,  leaving  the  liquidator  to  distribute 
the  proceeds  of  such  sale  in  accordance  with 
the     rights     and     interests     of     the     parties 
interested.     The  articles  of  association  of  this 
company  provided  that  in  such  an  event  no 
member  should  have  the  rights  given  to  a  dis- 
sentient member  by  Section   161  of  the  Com- 
panies Act,   1862,   but    should    be    bound   to 
accept   in    exchange   for   his  shares  the   new 
shares    appropriated    to    him,   or    should    be 
entitled  to  give  notice  to  the  company  to  sell  the 
shares  so  appropriated  to  him  and  to  pay  him 
the  net  proceeds.     Mr.  Justice  Joyce  held  that 
this  was  obviously  and  avowedly  a  device  to 
compel  the  members  among  them  to  provide 
additional  capital  when  no  further  calls  could 
be  made,  and  added  that  it  was  not  a  good 
device  at  law,  and  that  the  proposed  mode  of 
treating  dissentient  members  was  not  reason- 
able unless  they  had  expressly  contracted  to 
subject  themselves  to  such  treatment.    Having 
got   so   far   his    Lordship    decided    that    the 
company  had  acted  ultra  vires,  although  one 
might  well  have  been  excused  for  thinking  that 
he  was  leading  up  to  the  finding  that,  every 
member  being  bound  by   the   terms    of    the 


articles,  such  an  express  contract  did,  in  point 
of  fact,  exist  as  would  deprive  dissentient  share- 
holders of  their  remedy  under  Section  161.  As 
a  matter  of  fact,  however,  his  decision  was 
against  the  company,  and  that  decision  was 
upheld  on  appeal. 

In  Bisgood  v.  The  Nile   Valley  Company  the 
position  was  somewhat  different,  in  that  in  the 
earlier  case  the  dissentient  shareholders  were 
to  get  nothing,  and  the  new  company  benefited 
by  the  forfeiture  of  their  interest,  whereas  in  the 
present  case   the  arrangement   sought   to  be 
established  was  that  the  shares  to  which  dis- 
sentient members  were  entitled  were  to  be  sold, 
and  each  such  member  was  to  receive  his  rate- 
able proportion  of  the  proceeds.  Prima  facie  such 
an  arrangement  might  appear  to  be  equitable, 
but  it  does  not  fulfil  the  requirements  of  the 
statute,  which  are  that  a  member,  having  paid 
up  the  whole  amount  due  upon  his  shares,  can- 
not be  compelled  to  make  any  further  contri- 
bution, nor  may  his  shares  be  either  directly  or 
indirectly  forfeited  for   failure   to   make  such 
further    contributions,    unless     the    terms    of 
Section  161  are  Hterally  complied  with.      That 
section  provides  that  dissentient  shareholders 
who  move  in  time  must  in  default  of  special 
agreement   be   paid  out,   their  interest   being 
purchased  by  the   liquidator  of  the  old  com- 
pany at  such  sum  as  an  arbitrator  may  award. 
We  were  in  hopes  that  the  time  had  at  length 
been   reached   when   company  lawyers  would 
realise  that  this  was  one  of  the  few  provisions 
of  the  Companies  Acts  which  cannot  be  set  at 
defiance:    this    week,    however,    Mr.    Justice 
Warrington   has   delivered  a  decision  sanc- 
tioning a   reconstruction   scheme    under    cir- 
cumstances   that    certainly    cannot    be    very 
clearly  distinguished  from  those  obtaining  in 
Bisgood's    case.      This    is,   we    thir\k,   to    be 
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regretted,  far  if  an  undertaking  is  worth  re- 
constrocting  at  all,  it  is  sufficiently  valuable 
for  the  scheme  not  to  be  wrecked  by  the 
necessity  of  paying  equitable  compensation 
to  those  shareholders  who,  having  paid  up 
all  they  originally  agreed  to  pay,  do  not  see 
their  way  to  adventure  further  capital  in  the 
concern. 


5caii-Public  Companies. 


TT7E  do  DDi  propose  to  consider  in  detail  the 
'^  pi^esent  positxoB  of  Meux's  Brewery  Com- 
pany,  Lim.,  as  ^hown  by  the  first  report  and 
accounts  recently  issued  and  dated  the  31st 
December  1905 ;  still  less  do  we  propose  to 
attempt  to  apportion  blame  for  what  appears 
to  be  a  most  unsatisfactory  condition  of 
affairs.  We  should  like  to  point  out,  however, 
that  the  position  of  this  company — and,  for  that 
matter,  of  several  brewery  companies — affords 
the  strongest  possible  argument  against  the 
policy  of  not  publishing  annual  accounts. 
And,  moreover,  against  the  general  methods  of 
numerous  undertakings  which,  while  appealing 
to  the  public  for  capital,  and  while  dependent 
upon  the  public  for  the  bulk  of  their  capital,  pose 
as  "  private  "  companies,  and  in  consequence 
claim  special  rights  and  privileges  which,  upon 
the  facts,  they  are  clearly  not  entitled  to. 

The  claim  of  these  various  brewery  com- 
panies to  be  regarded  as  private  companies, 
and  therefore  exempt  from  all  ordinary  super- 
vision, seems  to  rest  almost  exclusively  upon 
the  circumstance  that  the  shares  which  are 
most  deferred — by  whatever  exact  name  they 
may  be  known — ^were  in  the  first  instance 
entirely  allotted  to  the  vendors,  and  are  for  the 
most  part  still  in  the  same  hands.  It  is  argued 
that  the  holders  of  these  shares  are,  for  all 


practical  purposes,  still  the  proprietors  of  the 
undertaking,  that  all  the  trading  risks  are 
theirs,  and  that  the  general  public— whether 
they  hold  preference  shares  or  debentures — are 
virtually  in  the  position  of  creditors  receiving 
a  fixed  rate  of  interest  for  money  advanced. 
So  iar  as  debenture-holders  are  concerned  the 
argument  may  be  sound  enough,  for  debenture- 
holders  are,  of  course,  creditors,  and  presum- 
ably secured  creditors.  But  even  a  secured 
creditor  would  appear  to  be  equitably  entitled 
to  reasonable  information  as  to  the  necessarily 
fluctuating  value  of  the  security  afforded  by  a 
floating  charge,  and  experience  shows  that 
where  debenture-holders  have  to  wait  until 
there  has  been  a  default  before  exercising  their 
rights,  the  subsequent  realisation  of  assets 
rarely  produces  sufficient  to  satisfy  their  claims 
in  full. 

It  is,  however,  with  preference  shareholders 
that  the  unfairness  of  this  policy  is  most  clearly 
marked.  It  is  quite  possible  that  the  original 
applicants  for  shares  in  such  undertakings  may 
have  considered  that  they  were  virtually  taking 
up  the  position  of  creditors  for  money  lent ;  but, 
even  so,  that  is  not,  and  in  the  nature  of  things 
never  could  be,  their  position.  A  preference 
shareholder  has  not,  and  never  can  have,  any 
of  the  rights  of  a  creditor,  and  if,  owing  to  a 
misunderstanding  upon  this  point  he  has  fore- 
gone his  rights  as  a  shareholder,  he  is  indeed 
in  the  most  deplorable  of  positions.  Yet  that 
is  the  position  of  the  preference  shareholders 
in  many  companies,  and  especially  in  brewery 
companies.  And  the  position  is,  we  think,  all 
the  more  outrageous  in  that,  in  some  cases  at 
least,  no  real  value  exists — or  in  our  opinion 
ever  did  exist — for  the  ordinary  shares.  It  is 
obvious,  however,  that  had  no  prdinary  shares 
been  issued,  the  preference  snareholdersuvould 
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never  have  consented  to  take  the  whole  of  the 
financial  risk,  surrender  all  control  to  vendors 
who  had  already  been  liberally  paid  for  their 
business  in  cash  and  debentures,  and  allow 
those  vendors  to  continue  not  merely  to 
manage  the  property  entirely  in  their  own  way, 
but  also  to  distribute  among  themselves  in  the 
form  of  dividends  on  ordinary  shares  every- 
thing in  excess  of  a  bare  fixed  rate  of  interest 
on  the  preference  capital.  Where  there  exists 
value  for  ordinary  shares,  the  fact  that  they 
come  behind  the  preference  shares  affords  a 
corresponding  measure  of  security  to  the  latter ; 
and  if  the  arrangement  be  such  that  whatever 
losses  may  be  sustained  fall  upon  the  ordinary 
shares,  it  is  only  reasonable  that  per  contra  they 
should  have  all  the  benefit  arising  from  any 
substantial  increase  in  the  proceeds  over  the 
original  estimate. 

It  must  be  obvious,  however,  that  in  cases 
where  the  outside  investor  puts  into  the  com- 
pany new  capital  fully  equal  to  the  value  of 
the  business  and  assets  acquired,  he  ought  to 
secure  the  whole  of  that  business,  and  not 
merely  a  fixed  charge  upon  its  profits.  In 
cases  where,  owing  to  depreciation  or  other 
causes,  the  present  value  of  the  business  does 
not  exceed  the  amount  of  the  preference 
capital,  then,  whatever  legal  rights  may  obtain 
as  between  the  various  parties,  it  is  clear  that, 
as  a  matter  of  fact,  the  holders  of  the  most 
deferred  class  of  shares  have  lost  their  money, 
and  ought  therefore  to  surrender  control  to 
those  whose  property  the  undertaking  really  is; 
in  exactly  the  same  way  that  it  is  only  right  and 
proper  that,  when  the  shareholders  as  a  whole 
have  lost  their  money,  the  control  should  pass 
into  the  hands  of  creditors. 

In  some  cases  the  obviously  proper  course 
has   been   pursued   by  vendor   directors,  who 


have  carried  through  schemes  for  reduction 
of  capital  under  which  the  loss  has  fallen 
upon  the  proper  shoulders.  In  such  cases 
criticism  is  disarmed,  and  it  becomes  entirely 
unnecessary  to  inquire  whether  at  any  time 
there  existed  value  for  the  shares  which  have 
now  been  extinguished.  But  in  other  cases 
vendors  do  not  seem  to  be  disposed  to  view 
the  matter  in  this  light ;  and  inasmuch  as  the 
votes  of  ordinary  shareholders  usually  con- 
trol the  situation,  it  is  difficult  to  see  how  any 
effective  pressure  can  be  brought  to  bear.  It 
may  be  clear  that  the  whole  of  the  ordinary 
capital  has  been  lost,  even  if  it  ever  existed  in 
fact,  but  so  long  as  the  holders  of  the  ordinary 
shares  retain  control  they  can  carry  on  the 
business  and  withhold  dividends  on  preference 
shares  on  the  plea  that  ample  reserves  are 
necessary  to  rehabilitate  the  company's  posi- 
tion. It  seems  inconceivable  that  even  an 
ordinary  shareholder  could  seriously  argue  that 
this  was  an  equitable  position  to  assume. 

It  is  not  altogether  easy  to  suggest  a  remedy 
for  abuses  which  arise  more  or  less  directly  in 
consequence  of  the  neglect  of  the  investing 
public  to  look  alter  its  own  interests  at  the 
proper  time — i.^.,  before  making  the  invest- 
ment. But  we  cannot  help  thinking  that  these 
cases  clearly  demonstrate  the  necessity  for  the 
following  provisions  being  made  compulsory  in 
connection  with  all  companies  registered  under 
the  Companies  Acts  : — 

(i)  The  right  of  preference  shareholders 
to  vote  at  general  meetings  to  be 
inalienable. 
(2)  Upon  a  reduction  of  capital  the  whole 
of  the  ordinary  share  capital  to  be 
written  off  before  any  reduction  takes 
place  on  the  preference  shares,  but 
the  rights  of  ordinary  shareholders  as 
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to  dividends  after  payment  of  prefer- 
ence dividend  to   continue,  notwith- 
standing such  reduction. 
(3)  In  the  event  of  default  in  the  payment 
of   preference   dividends,   the  voting 
power    of    ordinary  shareholders   to 
remain  in  abeyance  during  the  con- 
tinuation   of    such    default,   without 
prejudice,  however,  to   the   right   of 
ordinary  shareholders   to  appeal    to 
the   Court   against    the  acts   of   the 
preference      shareholders     or     their 
agents. 
Under  such  an  arrangement  as  this  at  least  the 
more  serious  of  the  existing  abuses  would  be 
overcome,  in  that  the  anomaly  of  shareholders, 
whose  interest  is  virtually  extinguished,  still 
controlling  affairs  would  be  at  once  put  an 
end  to.    But,  upon  the  principle  that  prevention 
is  better  than  cure,  we  would  add  a  fourth  pro- 
vision— namely,  that  all  companies  registered 
under    the   Companies  Acts    be  required    to 
submit  a  Balance  Sheet  made  up  to  a  compara- 
tively   recent  date    at    an    ordinary  general 
meeting  to  be  held  in  the  course  of  a  month 
fixed  by  the  company's  articles ;  and  that  in  the 
event    of   default    in    this    provision    all   the 
directors  of  the  company  be  liable  to  a  penalty 
not  exceeding  £5  per  day  for  every  day  during 
which  such  default  continues.      It  is  useless 
providing  that  accounts  shall   be    issued    to 
shareholders  unless  provision   is  made   for  a 
penalty  in  the  event  of  non-compliance;    and 
we  see  no  reason  why  the  directors  of  a  com- 
pany should  not  be  held  responsible  therefor. 
Any  possible  hardship  resulting  from  a  majority 
of  the  Board  acting  against  a  minority  who 
desired  to  do  what  was  right  could,  it  seems  to 
us,  be  got  over  by  a  director  who  found  him- 
self   in   such  a    minority  resigning;    and,  of 


course,  in  any  event  there  would  be  a  judicial 
discretion  as  to  whether  or  not  the  full  penalty 
should  be  inflicted. 


Some  Les:al  Terms. — IV. 


"Privity  of  Contract"  and  "Privity  of  Estate/ 


[By  our  Legal  Contributor.] 

ON  glancing  at  the  above  terms  the  accountant 
student  may  well  say,  "  What  have  I  to  do  with 
thee?"  and,  indeed,  at  the  first  blush  such  an 
indiflFeretit  view  seems  justifiable,  for  from  the 
intricacies  and  niceties  of  the  law  of  land- 
lord and  tenant  he  is  for  the  most  part  mercifully 
delivered.  A  consideration,  however,  of  certain 
questions  that  have  from  time  to  time,  and 
on  one  very  recent  occasion  indeed,  obtruded  their 
unlovely  features  in  the  Final  paper  would  perhaps 
incline  him  to  modify  that  view,  and  to  bear  with 
the  few  following  remarks  on  the  subject. 

Let  us,  then,  take  a  lease  and  examine  it,  and  we 
shall  thereby,  I  think,  umuvel  the  mystery.  Now 
a  lease  may  be  described  as  an  instrument  entered 
into  between  parties  who '  on  the  one  side  are 
desirous  of  letting  and  on  the  other  of  taking  certain 
premises,  the  former  being  known  as  the  "  lessor,"  or 
"landlord,"  the  latter  as  the  "tenant,"  or  "lessee." 
Such  an  instrument  will  be  found  on  examination  to  be 
of  a  twofold  nature,  and  to  include  both  a  "  contract " 
and  a  "  conveyance,"  for  whilst  the  parties  thereto — 
generally  in  express  terms — enter  into  certain  con- 
tractual agreements  with  one  another,  known  in  the 
case  of  leases  under  seal  as  "  covenants,"  the  lessee*, 
or  landlord,  at  the  same  time  conveys  or  grants  to 
the  lessee  an  "estate"  or  "interest"  in  the  premises. 

Now  it  is  in  connection  with  this  twofold  nature 
of  a  lease  that  the  terms  under  discussion  arise. 
In  so  far  as  the  lease  is  a  "  Contract "  the  relationship 
between  the  landlord  and  tenant  is  expressed  by  the 
term  "Privity  of  Contract,"  but  in  so  far  as  it 
operates  as  a  "  Conveyance  "  or  transfer  of  an  estate 
or  interest  in  the  premises  to  the  lessee  the  relation- 
ship thereby  arising  is  knownj^j|s  ^' ^Privity  of  Estate." 
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There  exists,  then,  this  double  relationship 
between  lessor  and  lessee,  but  so  long  as  the 
original  state  of  affairs  remains  unaltered,  and 
the  lessee  remains  in  possession  of  the  premises, 
it  is  difficult  to  distinguish  them.  The  intro- 
duction, however,  of  a  third  party  on  the 
scene  will  immediately  throw  light  upon  it.  Let 
us  suppose,  therefore,  that  for  some  reason  or 
other  the  original  lessee  wishes  to  get  rid  of  the 
premises,  the  question  immediately  arises.  May  he 
do  so?  From  everyday  experience  the  answer  will 
be  assuredly  "  Yes."  It  is  quite  possible,  however,  to 
imagine  that  the  student,  or  at  all  events  the  super- 
ficial student,  of  "  Stevens "  may  well  feel  certain 
qualms  on  the  subject,  and  with  difficulty  reconcile  his 
experience  with  theory.  For  has  he  not  read  therein 
that  "a  person  cannot  assign  his  obligation  to  per- 
"form  a  contract  of  any  kind  so  as  to  shift  from 
"himself  the  liability  of  non-performance,"  without 
noticing,  perchance,  if  he  is  a  very  superficial 
student,  and  without  perhaps  understanding  what  it 
means  even  if  he  is  not,  "  that  in  the  case  of  con- 
"  tracts  concerning  land  certain  liabilities  run  with 
"  the  land — i.e.,  bind  the  owner  for  the  time  being." 

How,  then,  shall  these  questionings  be  answered 
and  practice  and  theory  reconciled?  By  virtue  of 
that  double  relationship  to  which  I  have  before 
alluded — viz.,  "  Privity  of  Estate "  and  "  Privity 
of  Contract." 

True  it  is  that,  in  conformity  with  the  first  part  of 
the  above  quotation,  the  lessee  is  unable  to  rid  him 
self  of  his  personal  contractual  liability  to  his  land- 
lord on  his  express  covenants  or  agreements  in  the 
lease,  and  that,  too,  even  where  his  landlord  has 
recognised  the  assignment,  but  remains  bound  in 
that  respect  to  his  landlord  until  the  lease  either 
expires  or  is  otherwise  put  an  end  to. 

The  other  relationship,  howe\'er — viz.,  the 
"Privity  of  Estate" — ^which  arises  in  virtue  of  the 
possession  and  enjoyment  of  the  premises  by  the 
tenant,  passes  on  the  assignment,  or  rather  on  the 
landlord's  expressed  or  impHed  assent  thereto,  out 
of  the  original  lessee  to  the  assignee.  Thereupon  by 
virtue  of  such  privity  the  assignee  in  his  turn  becomes 
bound  to  the  landlord,  so  long  as  he  remains  assignee, 


hut  only  for  so  long^  in  respect  of  all  those  agrLemenls 
or  covenants  in  the  lease  which  are  said  *'  to  nm  with 
the  land" — i,e.,  all  such  covenants  or  agreements  as 
intimately  concern  the  premises  let,  such  as  to  pay 
rent,  do  repairs,  &c. 

It  follows  from  all  this  that  if,  as  very  rarely 
happens,  there  are  no  express  covenants  or  agree- 
ments in  the  lease  giving  rise  to  a  purely  personal 
obligation  on  the  part  of  the  lessee,  that  should  the 
lessee  assign  and  the  landlord  recognise  such  assign- 
ment, the  lessee  will  be  entirely  freed  from  all  liability 
under  the  lease,  and  the  sole  remaining  liability  be 
that  of  the  assignee  in  virtue  of  his  "Privity  of 
Estate."  Fn  further  proof  of  the  fact  that  such  an 
assignee's  liability  springs  solely  from  "  Privity  of 
Estate,"  it  must  be  remembered  that  his  liability 
may  in  turn  be  determinetl  by  his  assigning  over  to  a 
fresh  assignee,  between  whom  and  the  original 
landlord  a  similar  relationship  will  thereupon  arise. 

Before  taking  leave  of  the  subject  an  application 
of  the  principles  we  have  been  discussing  to  a  well- 
known  provision  of  Uie  Bankruptcy  Act  may  tend 
to  their  mutual  elucidation. 

It  will  be  remembered  that  the  Bankruptcy  Act, 
1883,  Section  55  (6)  empowers  the  Court  to  make  a 
vesting  order  of  disclaimed  leasehold  property  only 
upon  the  terms  of  making  the  person  in  whose 
favour  it  is  granted  subject  to  the  same  liabilities 
and  obligations  as  the  bankrupt  was  subject  to  under 
the  lease  in  respect  of  the  property  at  the  date  of  the 
filing  of  the  petition.  By  the  13th  Section  of  tlie 
Bankruptcy  Act,  1890,  the  Court  has  been  further 
empowered  to  make  a  vesting  order  subjecting  the 
person  taking  thereunder  to  only  the  same  liabilities 
and  obligations  as  he  would  have  incurred  had  the 
lease  been  assigned  to  him  at  the  date  of  the  filing 
of  the  petition. 

Now  bearing  in  mind  what  has  been  said  on  the 
double  relationship  existing  between  the  landlord 
and  the  original  lessee,  it  is  clear  that  the  person 
in  whose  favour  a  vesting  order  was  made  solely  under 
the  Act  of  1883  would  thereby  become  bound  to 
the  lessor  both  in  respect  of  "  Privity  of  Contract " 
and  "  Privity  of  Estate,"  the  vesting  order  only  being 

allowable  on  the  condition  of  si(61T  person  becoming 

,gitized  by  Vnv 
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subject  to  the  same  liabilities  and  obligations  as  the 
bankriipt  (i,c.,  the  lessee)  was  uniler  at  the  date  of 
the  petition,  thus  including  both  those  arising  out  of 
''  Privity  of  Estate  "  and  "  Privity  of  Contract." 

As  a  result,  therefore,  such  a  person  might 
find  himself  by  virtue  of  such  "  Privity  of 
Contract"  liable  in  respect  of  breaches  of  covenant 
of  a  date  long  anterior  to  that  of  his  actual 
possession  and  enjoyment  of  the  premises.  Under 
the  amending  Act,  however,  his  liability  is 
rendered  much  less  onerous,  it  being  possible 
for  the  Court  in  its  discretion  to  reduce  it 
to  that  of  an  assignee  of  the  lease  as  of  the  date  of 
the  filing  of  the  petition.  All  liability  in  respect  of 
"  Privity  of  Contract "  may  accordingly  in  such  a 
case  be  disregarded,  an  assignee,  as  we  have  seen, 
being  only  liable  in  respect  of  "  Privity  of  Estate." 
Consequently  the  person  in  whose  favour  such 
ai  order  is  made  will  take  it,  irrespective  of  all 
breaches  of  covenant  which  may  have  occurred 
before  the  date  of  the  filing  of  the  petition,  and, 
furthermore,  by  again  assigning  over  in  his  turn  to 
someone  else,  he  may  escape  all  liability  in  respect 
of  breaches  occurring  subsequently  to  such  assign- 
ment by  him. 


Fund  ten  years  ago,  and  it  is  but  natural  to  inquire  as 
I  to  the  conditions  of  the  superannuation  funds  of  other 
leading  railway  companies. 


The 
Gold  ReaerYe. 


Mr.  F.  E.  Steele,  Fellow  of  the  Insti- 
tute of  Bankers,  delivered  an  interest- 
ing address  to  the  members  of  the  Liverpool  and 
District  Bankers'  Institute,  last  week,  on  the  "  London 
Money  Market."  Dealing  with  the  new  move  on  the 
part  of  the  Bank  of  England  in  borrowing  surplus 
funds  at  interest  from  the  joint-stock  banks  with  a  view 
to  protecting  and  increasing  the  gold  reserves,  Mr. 
Steele  said  that  the  innovation  imported  an  element  of 
uncertainty  and  consequent  jerkiness  into  the  opera- 
tions of  the  market,  and  therefore  fostered  the 
speculative  element.  It  also  tended  to  favour  foreign 
banking  houses  in  London  at  the  expense  of  the  dis- 
count houses.  The  new  plan  was  a  recognition  of  the 
value  and  need  of  co-operation  among  joint-stock 
banks,  who  were,  of  course,  not  obliged  to  join  the 
scheme.  Such  banks,  he  thought,  not  only  received  a 
fair  rate  of  interest  from  the  Bank  of  England  for  the 
money  lent  to  it,  but  also  got  the  advantage  of  higher 
rates  for  that  part  of  their  "  short  "  money  which  was 
lent  in  other  quarters. 


MeeftlS  Tlotes* 


A  utCte  Study  In  At  the  recent  annual  meeting  of  the 
Sapwanniiatloii.  Superannuation  Fund  Association  of 
the  Midland  Railway  Company  the  Committee's  report 
is  said  to  have  stated  that  the  actuaries  bad  investigated 
the  condition  of  the  Fund  as  at  31st  January  1905  and 
there  appeared  to  be  a  deficit  for  the  past  ten  years  of 
sonietbing  like  ;f  843,000.  A  reduction  in  the  present 
scale  of  superannuation  allowance  is,  we  are  told, 
under  consideration,  and  the  Chairman  deprecated  any 
discossion  on  the  state  of  affairs  until  an  extraordinary 
general  meeting  of  the  members  could  be  held  to  con- 
sider what  was  to  be  done.  We  do  not  intend  to 
discuss  the  question  at  all,  but  there  are  one  or  two 
little  points  of  general  interest  that  should  not  be  over- 
looked. It  is  stated  that  the  actuaries'  investigation  is 
"  in  accordance  with  the  rules,"  but  if  ^'843,000  is  the 
deficit  for  ten  years,  why  not  have  actuarial  valuations 
oftener?    One  wonders  also  what  was  the  state  of  the 


Local  QoTernment  The  new  volume  of  '*  Burdett "  contains, 
in  Oermuiy.  among  other  very  interesting  articles, 
an  instructive  paper  by  Mr.  G.  J.  N.  Rogers,  on  German 
local  government.  We  note  that  there  is  no  uniform 
system,  different  methods  being  in  use  in  various 
districts,  but  those  in  force  in  Prussia  have  been  selected 
as  the  type.  The  following  are  the  main  points : — 
Voting  power  or  franchise  bears  a  close  relation  to 

the  amount  contributed  to  taxation. 
Local  authorities  possess  very  wide  powers  of  tax- 
ation—^.^.,  direct  taxation  in  respect  of  ownership 
of  land  and  buildings,  incomes  arising  out  of  trade, 
&c.    Direct  taxes  on  malt,  beer,  dogs,  amusements, 
changes  in  ownership  of  land,  &c. ;  in  some  towns, 
on  articles  of  general  consumption. 
Prussian  Government  favours  the  muuicipalisation 
of  all  services  of  public  utility,  such  as  gas,  water, 
markets,  electricity  undertakings,  and  tramways. 
Many  towns  possess  municipal  savings  banks  and 
pawnshops,  others  have  theatres  and  quarries,  one 
manufactures  bricks  and  tiles,  another  artificial 
stone,  while  yet  another  runs  a  coal  mine. 
The  settled  principle,  we  are  told,  on  which  these 
enterprises  are  conducted  iSgjf|^|^  |1,' tbe  income  raised 
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"  shall  suffice  at  least  to  meet  the  whole  of  theexpendi- 
"  ture  arising  from  the  communal  undertaking,  inclusive 
*•  of  interest  and  redemption  of  the  invested  capital.** 
Borrowing  to  cover  recurring  expenses  is  not  permitted, 
loans  being  sanctioned  only  for  expenditure  which  will 
be  of  both  present  and  future  benefit.  The  net  debt 
outstanding  per  head  ot  the  population  is  said  to  be 
;fio  13s.  6d.  for  the  German  towns  as  against 
;f  19  17s.  5d.  for  the  English  municipalities,  but  this 
latter  figure  does  not  include  the  "  poor  relief  debt.** 


Brltlih  Banking—  Herr  Fritz  von  Leonhardt,  manager  of 
Ai  Othen  866  Ub.  the  London  branch  of  the  Laader- 
bank,  delivered  an  interesting  address  on  British  bank- 
ing last  week  at  the  rooms  of  the  Society  of  Austrian 
Political  Economists  in  Vienna.  Contrasting  English 
banks  with  continental  institutions,  the  lecturer  said 
that  the  former  existed  chiefly  for  the  purpose  of 
receiving  deposits  of  money  left  with  them  for  tem- 
porary interest- bearing  purposes,  and  to  this  fact  was 
due  the  possibility  of  a  large  portion  of  the  national 
wealth  being  concentrated  in  a  few  centres.  The 
natural  consequence  of  this  enormous  concentration 
was  the  position  of  power  held  by  the  London  Money 
Market,  which  was  thus  enabled  to  serve  every  com- 
mercial and  industrial  interest  in  the  most  comprehen- 
sive manner.  Hand  in  hand  with  this  concentration 
of  deposits  went  the  total  reserve  maintained  by  the 
English  note-issuing  bank,  which  was  always  observed 
with  the  closest  attention,  and  acted  as  the  barometer 
of  financial  weather  conditions. 


BaNtyihlp-A  Practitioners  should  carefully  note  the 
96 w  Point.  recent  case  of  In  re  Hatch  ^  Mansfield 
&  Co.,  Lim.  V.  Weinf^otL  The  facts  briefly  were  : — A. 
guaranteed  the  fidelity  of  a  person  in  employ  of  B.  up 
to  £2^0,  This  person  stole  goods  to  the  value  of  ;f  269, 
was  prosecuted,  and  pleaded  guilty.  Goods  to  the 
value  of  ;f  140  were  recovered,  and  in  the  action  men- 
tioned  A.  sought  to  have  this  sum  credited  against  his 
liability,  while  B.  claimed  a  right  to  deduct  from  it  the 
costs  of  the  legal  proceedings,  amounting  to  £ifi.  A. 
argued  that  he  ought  to  have  been  consulted  before 
the  expense  was  incurred,  but  Mr.  Justice  Jelf  held 
that  B.  had  acted  reasonably,  and  gave  judgment 
accordingly. 

Limited  LiabiUty  A   Paris  contemporary  publishes   the 

in  RaMla.        following  interesting  schedule  of  the 

taxation  of  limited  liability  companies  in  Russia,  to  be 

in  force  from  January  ist  1906  to  January  ist  1908 : — 


Company's 
Net  Profits 

Tax  on 

[ 

Tax  on 

Net  Profits 

Share  Capital 

Per  cent. 

Per  cent. 

>   Per  thousand 

Less  than  3 

^h 

From  3  to  4 

3 

n        4«     S 

4 

»      W   6 

5 

— 

.      6.    7 

5h 

— 

m        7m     ^ 

6 

— 

.r         9  -104 

6i 

— 

7 

— 

•       10,11 

7i 

— 

•         IS    IT    16 

10 

— 

m      19  »  20 

U 

1 

It  is  understood  that  the  taxes  on  limited  liability  com- 
panies which  have  already  been  in  force  up  to  the 
present  date  (mainly  on  share  capital  instead  of  profits) 
are  to  be  maintained,  the  new  taxes  being  regarded  as 
supplementary.  In  view  of  the  appeals  recently  issued 
for  foreign  capital  to  be  invested  in  industrial  enter- 
prises in  Russia,  investors  should  mark,  read,  and 
inwardly  digest  the  above. 

D6bt  Goil66tion  T^^^  question  was  raised  by  a  corre- 
and  BoUoitori.  spondent  last  week  as  to  whether  it 
was  permissible  for  anyone  other  than  a  solicitor  when 
applying  for  debts  on  behalf  of  a  client  to  threaten 
legal  proceedings  in  default  of  payment.  The  point  is 
not  one  that  we  have  had  occasion  to  study  very 
closely,  but  we  beUeve  we  are  right  in  saying  that  the 
two  things  which  a  debt  collector  must  avoid  doing  are 
to  claim  payment  from  the  debtor  of  a  fee  for  the 
trouble  that  he  has  been  put  to,  and  to  ia  any  way 
represent  himself  as  being  a  solicitor  when  in  point  of 
fact  he  is  not.  The  question  as  to  what  amounts  to 
such  a  representation  is,  of  course,  a  question  of  fact 
in  each  case,  but  reputable  practitioners  would  natur- 
ally have  no  desire  to  sail  at  all  close  to  the  wind. 
We  would  suggest  that  a  more  proper  and  equally 
efficacious  clause  in  the  application  would  be  to  the 
following  effect : — *'  In  the  event  of  this  request  not 
"being  complied  with  by  the  inst.   I   have  my 

"  client's  instructions  to  place  the  matter  in  the  hands 
"  of  his  solicitors  without  further  notice."  We  think  we 
are  safe  in  saying  that  reputable  solicitors  would  not 
accept  instructions  to  commence  proceedings  without 
having  first  themselves  applied  for  pa3rment,  unless 
the  circumstances  of  the  case  clearly  rendered  such  a 
course  desirable  in  the  interest  of  their  clients. 


Bankrant       ^  point  of  considerable  interest  was 

Gontraoton  and  decided  by  his  Honour  Lush -Wilson  in 

Bab-eontracta.   the  Plymouth  Bankruptcy  Court  in /»  r^ 

Frederick  Waterman  ;  ex  parte  /.  Cran  &  Co,    This  was  a 


March  31,  1906. 


THE    ACCOUNTANT 


399 


motion  that  it  might  be  declared  that  the  trustee  in  bank- 
ruptcy was  the  trustee  of  a  sum  of  ;f  900  odd  received  by 
him  from  the  Lords  Commissioners  of  the  Admiralty  in 
part  payment  of  the  contract  price  of  certain  machinery 
and  work  done  by  the  applicants,  and  a  further  sum  of 
/'i20  when  received  from  the  Lords  Commissioners,  and 
that  he  be  restrained  from  dealing  with  such  moneys  save 
by  paying  the  same  to  the  applicants.  The  bankrupt 
was  a  boat-builder  who  had  undertaken  a  contract  for 
the  Admiralty,  and  the  applicants  were  under  contract 
to  supply  the  machinery  therefor.  The  applicants  now 
claimed  that  the  moneys  paid  by  the  Admiralty  for  their 
machinery  were  their  moneys ;  the  respondent  trustee, 
on  the  other  hand,  contended  that  they  belonged  to  the 
estate  in  bankruptcy,  and  that  the  applicants'  proper 
remedy  was  to  put  in  a  proof  against  the  estate.  After 
a  lengthy  hearing  his  Honour  held  that  the  Admiralty, 
being  solvent  beyond  suspicion,  the  applicants  had 
been  perfectly  content  to  rely  on  the  promise  of  the 
Admiralty  for  payment,  and  that  there  never  had  been 
a  promise  by  the  bankrupt  to  himself  pay  the  applicants. 
There  was,  therefore,  he  held,  never  a  promise  as 
between  contractor  and  sub- contractor,  as  it  lacked 
one  essential— an  obligation  to  pay  under  any  circum- 
stances. He  accordingly  gave  judgment  for  the 
applicants  for  £^^  9s.  6d.,  but  granted  a  three  weeks' 
stay  of  execution  in  order  that  the  question  of  appeal 
to  the  Divisional  Court  might  be  considered.  In  view 
of  the  considerable  importance  attaching  to  this 
decision  (which  appears  in  our  Law  Reports  this  week), 
we  trust  that  it  will  come  before  the  High  Court. 


HanlelMl  t>>>—  ^*  ^  ^^  interest  to  note  that,  according 
and  Ufo  to  The  Municipal  Journal^  the  aggregate 
laannBM  Funds,  amount  lent  by  hfe  insurance  com- 
panies to  local  authorities  in  1884-5  was  ;f 22*593,99 1,  in 
1894-5  £27,945*482,  and  in  1904-5  A2»636,3io,  of  which 
last  figure  nearly  fourteen  and  a-half  millions  is  due  to 
the  Prudential  Assurance  Company  alone,  upwards  of 
two  millions  sterling  is  due  to  the  Standard  and  the 
Scottish  Widows,  while  the  Alliance,  the  Equitable,  the 
Northern,  the  North  British  and  Mercantile,  and  the 
Royal,  have  each  contributed  upwards  of  one  million. 
It  is  important  to  bear  in  mind,  however,  that  life 
insurance  companies,  although  they  evidently  look  with 
favour  upon  this  form  of  investment,  accept  it  under 
quite  different  conditions  to  those  now  offered  to  the 
general  public.  The  latter  has  to  be  content  with  stock, 
the  oiarket  price  of  which  is  a  somewhat  fluctuating, 
and,  at  the  present  time,  certainly  not  very  improving. 


quantity.  Insurance  offices,  on  the  other  hand,  lend 
upon  a  mortgage,  and  are  thus  sure  of  a  return  of  their 
original  capital  at  the  date  fixed  for  redemption. 


Dlreotora  ¥.  ^^®  Court  of  Appeal  has  upheld  the 
Bhareholdera.  decision  of  Mr.  Justice  Warrington  in 
the  case  of  The  Automatic  Self-Cleaning  Filter  Syndicate^ 
Lim,  V.  Cunninghame  and  o^A^rs,  holding  that  by  appoint- 
ing directors  the  shareholders  have  deputed  to  them 
the  duty  of  managing  the  company's  affairs,  and  can 
not  resume  the  reins  at  will  with  regard  to  isolated 
matters.  From  the  point  of  view  of  responsible 
directors  this  holding  seems  only  reasonable,  but  if,  on 
the  other  hand,  the  directors  of  a  company  were  not 
acting  bond  fide^  and  were  for  their  own  purposes 
letting  slip  an  opportunity  which  in  the  nature  of  things 
could  not  recur  and  was  in  the  interest  of  the  share- 
holders, it  certainly  seems  a  little  hard  that  the  latter 
should  not  be  able  to  protect  their  interests  by  the 
usual  process  of  an  injunction. 


TruBtee  8«TlBgi    The   Report  of  the   Inspection   Com- 
BankB.  mittee  of  Trustee  Savings  Banks  for 

the  year  ended  the  20th  November  last,  which  has  just 
been  issued,  shows  a  very  satisfactory  condition  of 
affairs,  only  one  bank  being  adversely  reported  upon. 
The  enormous  improvement  in  the  financial  standing 
of  these  institutions  since  the  establishment  of  the 
Inspection  Committee  is  a  testimony  to  the  value  of 
the  system  of  statutory  supervision  in  the  hands 
of  an  experienced  and  practical  body  of  men 
independent  of  all  officialism.  It  is  also,  of  course, 
largely  the  result  of  the  improved  audit  which 
has  now  been  brought  about  in  consequence  of  the 
employment  of  professional  accountants.  During 
the  past  year  the  number  of  depositors  at  these 
institutions  has  increased  by  15,130,  and  now  amounts 
to  1,702,791.  There  is  also  an  increase  of  ;f  169,648  in 
the  amount  of  stock  held,  which  now  exceeds  two  and 
a  quarter  millions,  but  on  the  other  hand  there  has 
been  a  falling-off  of  ;f  259,482  in  the  cash  deposits  for 
the  year,  the  actual  total  of  which,  however,  amounted 
to  the  substantial  sum  of  ;f  52,280,856. 


-^  -    ^.-       Our  readers  will  have  observed  from 

The  Cardiff 

Corporation       the  advertisement  which  has  appeared 

Aoconnta.         [^  qu^  j^gt  few  issues  that  the  Cardiff 

Corporation  is  taking  steps  of  a  practical  nature  to 

reorganise  its  system  of  accounts  ^n^f  finances   by 

inviting  applications  for  the  appointment  of  an  officf 
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to  be  styled  "  The  City  Treasurer  and  Controller  of 
Accounts  and  Superintendent  Assistant  Overseer,"  at 
a  commencing  salary  of  ^^750  per  annum.  As  we  have 
already  stated,  we  do  not  think  that  the  system  recom- 
mended by  the  expert  employed  by  the  Corporation  is 
that  best  suited  to  the  requirements  of  such  cases,  in 
that  it  throws  upon  the  same  person  responsibility  for 
the  performance  of  two  entirely  distinct  sets  of  duties— 
namely,  the  proper  accounting  for  money,  and  the 
keeping  of  those  records  by  which  such  accounting 
may  be  tested.  But  however  that  may  be,  the  system, 
to  produce  any  measure  of  success  whatever,  must 
necessarily  be  in  good  and  experienced  hands,  and  it 
is  satisfactory  to  note  that  the  commencing  salary 
offered  is,  or  should  be,  sufficient  to  achieve  that 
purpose.  It  may,  however,  well  be  questioned  whether 
anything  is  gained  by  stating  that  applications  will 
only  be  entertained  from  those  who  have  a  thorough 
practical  acquaintance  with  the  work  of  municipal 
finance  and  accountancy.  This,  of  course,  means  that 
only  present  or  past  employees  of  local  authorities  are 
eligible  for  the  post.  It  is  probable  that  in  any  event 
the  selection  would  have  to  be  made  within  this 
somewhat  restricted  area,  but  we  altogether  fail  to  see 
what  is  gained  by  disqualifying  out  of  hand  all 
applicants  who  cannot  fulfil  this  somewhat  arbitrary 
qualification.  There  would  at  least  have  been  no 
harm  in  admitting  qualified  accountants  of  all  kinds  to 
compete  for  the  post  upon  equal  terms,  even  although 
in  the  long  run  it  would  in  all  probability  have  had  to 
be  given  to  a  man  who  had  previously  been  in 
municipal  employ. 


Current  Xaw. 


[Under  this  heading  are  noted  from  time  to  time  the  salient 
features  of  decisions  of  interest  which,  so  far,  have  not 
appeared  in  our  "Law  Reports."  As,  however,  these 
notes  are  necessarily  greatly  condensed,  reference  should 
in  all  cases  be  made  to  the  fuller  report  when  it  appears.) 

Company    Law. 
The  Automatic  Self -Cleaning  Filter  Syndicate, 
Lim,  V.  Cunninghame.  C.A. 

Held,  following  decision  of  Warrington,  J.  {Acct. 
Law  Reports  XXXIV.,  p.  32),  that  the  directors  of  a 
company  are  entitled  to  refuse  to  carry  out  an  agree- 
ment for  the  sale  of  the  company's  assets  which  they 
consider  imprudent,  notwithstanding  that  the  share- 


holders have  by  a  simple  majority  passed  a  resolation 
that  such  agreement  be  adopted. — (Times,  March  23.) 


Fuller  V.  White  Feather  Reward,  Lim. 

Warrington,  J. 
Held,  that  under  certain  circumstances  the  selliog  of 
a  company's  undertaking  under  a  power  in  its  memo- 
randum of  association  for  partly-paid  shares  in  another 
company,  under  conditions  excluding  Section  161  of 
the  Companies  Act,  1862,  is  not  ultra  vires,  Disgood 
V.  Nile  Valley  Company,  Lim.  distinguished.— (rjww, 
March  28.) 


Corre9pon5ence  an5  £nqutrte9« 


All  commanlcatlons  to  the  Editor  should  be 
by  letter  only. 


[We  are  at  all  times  ready  to  insert  correspondence  on 
matters  of  interest  to  the  Profession,  but  we  do  not  of  count 
hold  ourselves  in  any  way  responsible  for  the  opiniom 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednetday 
afternoon;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents,  not  necessarily  for 
publication,  but  cts  a  guarantee  of  good  faUh,"] 


Deeds  of  Arrangement. 

(To  the  Editor  af  The  Accountant.) 
Sir, — In  the  report  Peat  v.  Clay  Ion,  on  p.  29  of  your 
Law  Reports,  I  notice  that  the  Deed  of  Arrangement 
was  executed  on  the  24th  October,  and  duly  registered 
under  the  Act  on  November  7th.  The  Act  provides 
that  Deeds  of  Arrangement  must  be  registered  within 
seven  days.  I  shall  be  glad  if  you  can  explain  this 
extension  of  time. 

Yours  faithfully, 

STUDENT. 
[There  must  be  some  error  in  the  report,  as  uo 
extension  of  time  is  possible. — Ed.  Acct.] 


Auditor's  Fees. 

(To  the  Editor  of  The  Accountant.) 

Sir,— Will  you  kindly  oblige  me  by  letting  me  know 

what  is  considered  a  fair  charge  for  auditing  accounts 

— say  the  work   occupied  a  fortnight  of  seven  hours 

a  day.    There  would  be  no  railway  fares. 

Yours  truly, 
March  zznd  1906.  D. 

[The  recognised  rate  for  principal's  time  is  3  guineas 

a  day,  but,  of  course,  this  can  only  be  justified  when  the 
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work  is  of  a  nature  to  necessitate  the  employment  of  a 
principal.  Much  naturally  depends  upon  the  nature  of 
the  work  involved. — Ed.  Acct.] 


A  Desifirnation  for  the  Profession. 

(To  the  Editor  of  The  Accountant.) 
Sir, — For  some  considerable  time  it  has  been  in  my 
mind  that  the  Institute  should  adopt  some  other  title 
than  that  of  "  Chartered  Accountant  "  for  its  members, 
just  as  the  old-fashioned  **  Attorney  "  was  dropped  for 
"  Solicitor  "  in  the  legal  profession.  Let  the  members  of 
the  Institute  adopt  a  term  to  the  use  of  which  they 
might  obtain  the  exclusive  right — there  would  then  be 
no  clashing  with  the  various  other  brands  of  accoM»/a»^. 
I  object  to  the  very  word  accountant^  as  it  has  been  my 
privilege  (or  misfortune)  to  see  it  joined  to  many  and 
varied  occupations— «^.,  "bill-sticker"  and  "rent 
collector.*' 

It  is  an  undoubted  fact  that  a  large  proportion  of  the 
business  public  does  not  distinguish  between  Chartered, 
Incorporated,  or  any  other  style  of  accountants 

Yours  faithfully, 
24///  March  igo6.  A. 

[We  have  ourselves  expressed  this  view  more  than 
once. — Ed.  Acct,] 


The  Iniquities  of  the  Income  Tax. 

fTo  the  Editor  of  The  Accountant,) 
Sir, — I  have  just  read  my  Accountant  of  March  24th, 
and  note  therein  your  remarks  upon  my  contribution 
to  Thi  Financial  Times,  "  The  Iniquities  of  Income 
Tax."  May  I  say  I,  in  common  with  yourself,  feel  no 
sympathy  for  the  small  traders,  who  with  certain 
facilities  neglect  to  keep  proper  books  of  account,  and 
so  place  themselves  in  the  position  of  being  unable  to 
resist  successfully  any  income-tax  assessment  which 
may  be  put  upon  them. 
When   I   wrote  the  article,  however,  I   had  in  my 


their  books,  or  to  make  an  arrangement  with  an  out- 
side accountant  to  do  them  this  service. 

Again,  I  had  in  my  mind  the  case  of  the  small  trader 
who  is  assessed  at  "  £160  abated."  This  trader  not 
being  called  upon  to  pay  anything  upon  his  business 
profit  thinks  he  is  getting  off  entirely,  whereas  the 
fact  is  that,  although  he  is  not  paying  upon  his  busi- 
ness income  (which  does  not  amount  to  more  than,  let 
us  say,  £2  a  week),  if  he  is  in  receipt  of  any  private 
income  whatever,  of  the  tax  thereupon  not  a  penny  is 
returnable.  "  ;f  160  abated  "  is  held  by  some  persons 
to  be  almost  a  system  in  some  parts  of  the 
country,  and  if  this  is  so  there  is  no  doubt  that  the 
taxpayer  is  often  very  hard  hit,  and  this  class  of  small 
taxpayer  is  not  the  best  able  to  protect  its  own 
interests. 

I  am  entirely  of  your  opinion  that  the  bulk  of  the 

disputes  between  the  members  of  the  taxpaying  public 

and  Surveyors  of  Taxes  arise  from  the  non-existence 

of  accounts,  or  from    the   bad  methods  of  account - 

keeping  adopted  by  assessed  persons.    Were  accounts 

properly  produced  and  submitted  to  the  Surveyors  of 

Taxes,  there  would  be  much  less  irritation  on  both 

sides,  and  an  enormous  amount  of  valuable  time  would 

be  saved. 

Yours  faithfully, 

March  26th  1906.  T.  HALLETT  FRY. 


mind's  eye  other  cases,  of  which  I  have  seen  many  , 
examples.  The  cases  to  which  I  refer  are  those  of 
taxpayers  who  work  their  business  by  their  own  j 
labour  and  by  that  of  their  family,  who  employ  no 
outside  labour,  except,  perhaps,  that  of  a  boy  for  odd 
jobs  and  errands.  These  persons  are  often  taxed  at 
(say)  ^^200  and  the  abatement  allowed,  and  the  small 
payment  of  (say)  £2  per  annum  cannot  be  resisted,  as 
they  are  not  sufficiently  competent  to  draw  up 
accounts  which  would  ba  acceptable  to  the  Inland 
Revenue  officials.  Moreover,  they  are  not  sufficiently 
wealthy  to  employ  a  clerk  for  the  purpose  of  keeping 


Legislation  for  the  ProfeAsion. 

(T0  the  Editor  of  The  Acc9untmU,) 
Sir, — I  am  rather  surprised  that  the  younger 
members  of  the  profession  do  not  take  more  interest 
in  this  subject.  It  is,  perhaps,  not  of  such  importance 
in  the  larger  towns,  where  the  position  of  a  Chartered 
or  Incorporated  Accountant  is  fairly  established,  but 
in  the  small  towns  the  matter  is  of  the  most  serious 
moment.  The  profession  is  the  worst  paid  of  any; 
many  Chartered  Accountants  have  to  work  for  one  or 
two  guineas  per  day,  and  it  is  no  use  saying  "  that  they 
ought  not  to  take  work  at  that  rate." 

In  the  class  of  towns  referred  to  a  lot  of  the  work, 
probably  the  greater  pari,  is  in  the  audit  of  trades- 
men's accounts,  and  they  would  rather  not  have  their 
accounts  done  at  all  than  pay  a  decent  fee,  and  there 
are  plenty  of  accountants  who  will  take  a  low  fee. 

One  of  the  results  of  this  is  that  Chartered  Accoun- 
tants in  some  of  the  smaller  towns  are  income-tax 
collectors,  auctioneers,  stockbrokers,  and  anything 
else  that  will  bring  "  grist  to  the  mill."  Can  it  be 
wondered  at  that  the  profession  has  not  that  dignity 
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which  one  would  wish  it  to  have  ?  I  do  not  blame  the 
accountants  who  do  such  business,  because  I  know  the 
wretched  struggle  many  of  them  have  to  earn  a  living 
at  all  compatible  with  their  position,  but  I  do  blame 
the  Institute  for  not  taking  steps  to  support  the  weaker 
brethren,  and  to  place  the  accountant  in  as  good  a 
position  as  the  member  of  one  of  the  other  professions. 

If  there  could  be  some  legislation  to  improve  the 
status  of  the  profession  better  fees  would  follow,  and 
more  varied  work ;  but  at  present  life  in  the  small 
towns  is  hardly  worth  living  when  the  best  audits  are 
taken  by  London  firms,  and  where  one  gets  paid  at 
the  same  rate  as  a  good  clerk  for  difficult  and  trying 
work — those  who  have  experience  know  that  the  small 
audits  of  tradesmen's  accounts  are  far  more  difficult 
than  some  of  the  large  ones,  such  as  manufactories, 
where  the  accounts  are  well  kept. 

It  is  time  that  some  steps  should  be  taken  to  alter 
the  existing  state  of  affairs,  which  are  a  disgrace  to 
the  profession,  and  I  am  prepared,  if  the  Chartered 
Accountants  of  the  small  towns  show  any  real  desire 
for  reform,  to  help  in  the  formation  of  a  special  com- 
mittee to  discuss  matters  with  a  view  to  bringing 
forward  a  resolution  at  the  General  Meeting. 

Yours  obediently, 

NOMEN. 


Xfrmingbam  Cbartere5  Bccountant 
Stubentd'  Socfets« 


A  Joint  Debate  with  the  members  of  the  Birmingham 
Law  Students'  Society  was  held  at  the  Library,  8  Newhall 
Street,  on  March  20th.     Forty- two  members  were  present. 

The  moot  was :  "  That  this  Meeting  approves  of  Earl 
"Roberts'  scheme  for  Compulsory  Military  Training."    Mr. 


F.  S.  Pearson,  LL.B.,  occupied  the  chair,  and  the  following 
members  opened  the  debate : — 

Affirmative.-  Messrs.  W.  H.  C.  Sharp,  B.A.  (L.S.),  A.  K. 
Edwards  (C.A.S.),  J.  J.  Pritchard  (L.S.),  and  T.  T.  Cooper, 
A.C.A.  (C.A.S.). 

Negative.— Messrs.   C.   Braden    Allen,    A.C.A.   (C.A.S.). 

G.  M.  Bark.  B.A.,  LL.B.  (L.S.),  G.  H.  Goldberg  (C.A.S.). 
and  H.  S.  Hall  (L.S.). 

The  following  members  also  spoke : —Messrs.  J.  D.  H. 
Osborn,  W.  F.  Chaundy,  and  J.  C.  Pearce. 
The  moot  was  negatived  by  18  to  16. 


Zbc  Sbeflield  Socfets  of  Cbartere5 
Bccountantd. 


Annual  Meeting. 


What  l«  an  Incorporated  Accountant  ?  1 

fTo  the  Editor  of  The  Accountant,)  , 

Sir, — Referring  to  your  article  in  the  issue  of  The 
Accountant  of  the  24th  inst.,  we  beg  to  inform  you  that,  ' 
under  the  advice  of  counsel,  the  Society  of  Accountants  | 
and  Auditors,  which  was  incorporated  in  1885,  have 
determined  to  proceed  with  the  action  against  Mr. 
Goodway  and  the  London  Association  of  Accountants, 
Lim.,  with  a  view  to  restraining  the  use  of  the  term 
"  Incorporated  Accountants'^ by  persons  not  members 
of  that  Society,  and  must  ask  that  all  observations 
may  be  suspended  whilst  the  matter  is  before  the 
Courts. 

Yours  obediently, 

NORTON,  ROSE,  NORTON,  PARISH  &  CO. 
London^  ^'^th  March  1906. 


At  the  Annual  General  Meeting  of  the  above  Society, 
held  at  the  Library,  Hoole's  Chambers,  on  i6th  March 
1906,  the  following 

REPORT  AND  ACCOUNTS 
for  the  year  ended  31st  December  1905  were  approved  and 
adopted : — 

Your  Committee  have  pleasure  in  presenting  to  you  their 
twenty-fourth  annual  report  for  the  year  ended  31st 
December  1905,  together  with  the  Statement  of  Accounts 
and  Balance  Sheet  at  that  date. 

The  accounts  have  been  examined  and  duly  certified  by 
the  auditor.  Mr.  John  Wortley,  F.C.A. 

Messrs.  W.  Grafton  Hawson,  A.C.A.,  J.  Toothill  Barr, 
A.C.A.,  W.  B.  Douthwaite,  A.C.A.,  L.  A.  Whilaker,  A.CA.. 
and  G.  C.  Webster,  A.C.A.,  have  been  admitted  members 
of  the  Society  during  the  year.  The  total  number  of 
members  at  the  present  time  is  59. 

The  following  clerks  articled  to  local  members  of  the 
Institute  have,  during  the  year,  passed  the  examinations  of 
the  Institute  of  Chartered  Accountants  : — 


Date 

Examination 

Clerk's  Name 

In  the  Service  of 

1905 

May 

Intermediate. . 

T.C.  Parkin,  Jun... 

T.  C.  Parkin 

Final 

M.  H.  Foxon 

R.  L.  Foxon 

^ 

• 

G.  £.  Greening      . . 

G.  Franklin 

^ 

F.H.Smith 

W.  Hubert  Smith 

^ 

• 

H.T.Watson 
A.  L.  Wing 

G.  E.  Carline 

^ 

W.  Wing 

November 

Intermediate. . 

H.  H.  Tomasson  . . 

N.  W.  Borbidgc 

, 

• 

C.  L.  Widlake       .. 

W.  Holmes 

Final 

H.O.  Bolton 

A.  W.  Macredie 

m 

« 

F.  Moore 

J.  W.  Best 

The  Students'  Instruction  Classes,  which  have  been  con- 
tinued during  the  year,  have  been  well  attended  and  have 
proved  of  great  benefit  to  the  students.  «^ 
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This  Society  became  entitled  to  a  representative  on  the 
Court  of  the  Sheffield  University,  and  at  a  meeting  of  the 
Society  held  on  the  ^th  June  last,  Mr.  W.  H.  Camm  was 
elected  to  fill  the  office. 

The  Library  has  been  used  462  times ;  20  members  of  this 
Society,  and  44  members  of  the  Students'  Society  having 
availed  themselves  of  the  privilege. 

Your  Committee  have  pleasure  in  sending  herewith  a  copy 
of  the  Regulations  of  the  Society  brought  up  to  date,  and 
beg  to  draw  attention  to  the  clauses  suggested  to  be  inserted 


in  articles  of  clerkship  used  by  members  of  this  Society,  a 
copy  of  which  will  be  found  attached  to  the  Regulations. 

In  accordance  with  Article  22,  the  following  members  of 
the  Committee  retire,  and  are  not  eligible  for  re-election, 
viz.  : — Messrs.  N.  W.  Burbidge,  W.  H.  Camm,  W.  Holmes, 
and  W.  H.  Smith. 

By  order  of  the  Committee, 

F.  E.  Foster, 

President. 


Income  and  Expenditure  Account  for  the  Year  ended  31st  December  1905. 


Expenditure 

To  Library  Expenses :—  £    ^    ^        £    ^ 

Rent         50    o    o 

Use  and  Renewal  of  Books  and  Furniture  24  13    7 

Printing  and  Sundries 346 

77  18    I 
Less  Students'  Society,  Use  of   Room, 

Fines,  &c 6  15    6 

71    a 

m    General  Expenses Z9  13 

•    Balance  to  Capital  Account 2i  14 


£113    9  " 


Income 

£    s 

By  Subscriptions— 58  at  jTi  is 60  18 

»    Entrance  Fees  -  5  at  £2  2s 10  10 

m    Institute  of  Chartered  Accountants- 
Grant  towards  Maintenance  of  Library  for  the  Year  35  n 
»    Bank  Interest         6  10 


£"3    9  " 


Balance  Sheet,  31st  December  1905. 


Liabilities 

Capital  Account—  £  s  d       £    s 

Asat  31st  December  1904         446  o  5 

l^ess  Donation  to  Sheffield  University  Fund  50  o  o 

396    o    5 
Income  and  Expenditure  Account  Balance. .       22  14   4 

418  14 

Sundry  Creditors        13    2 

Suspense  Account— Rent  Reserved           43 

Subscription  Paid  in  Advance        11 


There  is  a  contingent  liability  of  ^19  as.  in  respect  of  expenses 
of  the  Students'  Classes  as  on  December  31st  1905. 


£437    I    7 


Assets 

£    &    d        £    s    d 
Institute  of  Chartered  Accountants                    ..        35  n    3 
Sheffield     Chartered     Accountants     Students' 
Society 2  13    o 

„      .  .r..   .  38    4    3 

Furniture  and  Fittmgs  :-— 

As  at  31st  December  1904         74    5    8 

Less  Depreciation  written  ofi 3  14    3 

70  II    5 

Books  in  Library : — 

Asat  31st  December  1904         104  16    8 

Less  Depreciation  written  off 20  19    4 

83  17    4 
i4</<i  Purchases  during  Year 406 

87  17  10 

Subscription  in  Arrear  iio 

Cash  at  Sheffield  Banking  Company,  Lim 239    7    i 


£437    I    7 


Sheffield,  3rd  March  1906. 


Examined  and  found  correct,        John  Wortley,  F.C.A.,  Auditor. 


Messrs.  Jarvis,  W.  Barber,  J.  W.  Best,  A.  W.  Macredie, 
and  T.  G.  Shuttleworth  were  elected  members  of  the  Com- 
mittee in  place  of  those  retiring,  and  the  officers  for  the 
ensuing  year  are : — Messrs.  S.  Taylor  Gill,  President;  F.  H. 
Metcalfe,  Vice-President;  J.  M.  Moulson,  Hon.  Treasurer; 
John  Wortley,  Auditor;  and  H.  E.  Percy  Beard,  Hon. 
Secretary. 

The  date  of  the  annual  dinner  was  fixed  for  May  nth. 


Xit>erpool  Society  of  Cbattere5 
Bccountante* 


At  a  recent    Committee    Meeting    the    following    were 
appointed  officers  for  the  ensuing  year  : — 

Mr.  E.  D.  White,  F.C.A.,  President. 
„    B.  Cookson.  F.C.A.,   Vice-President. 
„    R.  S.  Blease,  F.C.A.,  Hon.  Treasurer. 
,,    W.  E.  Mounsey,  F.C.A.,  Hon.  Secretary. 
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TTbe  Ti;ran9t>aal  Society  of  Bccountants* 


The  first  annual  meeting  of  the  above  Society  was  held 
on  February  15th,  at  the  Board  Room,  Exploration 
Buildings,  Johannesburg. 

Mr.  Howard,  Pirn,  President,  was  in  the  chair,  and  was 
supported  by  the  following  members  of  the  Council :  — 
Messrs.  A.  Aiken,  S.  Thomson,  F.  R.  Lynch,  J.  H.  Muir, 
and  C.  Stuart. 

There  were  a  considerable  number  of  members  present, 
including  Messrs.  F.  S.  Tudhope.  D.  P.  C.  Blair.  T.  L. 
Piyce,  B.  Tatham,  C.  H.  Hayward,  H.  J.  Roberts,  Geo. 
Parkes,   T.    B.   Carruthers,    H.   J.   Vining,   G.    I^ighton, 

E.  S.  L.  Taaffe.  C.  L.  Andersson.  G.  M.  Pemberton,  J.  W 
Bucklajid,  R.  M.  Thorn,  H.  G.  Leete,  A.  R.  Wighton, 
H.  K.  Sheppard,  W.  II.  Mapleston,  G.  D.  Estill,  H. 
Taylor,  J.  Bottomley,  W.  F.  Savage,  I..  Melvill,  A.  C.  M. 
Sedgrwick,  Alfred   Williamson,   M.   Abrahams,   J.  Soutcr, 

F.  A.  Stokes,  W.  Scott,  S.  C.  Carruthers,  F.  Hilner,  L.  K. 
Jacobs,  H.  J.  Hill,  S.  W.  I^ric,  and  F.  E.  Roberts 
(Registrar). 

The  Registrar  having  read  the  notice  convening  the 
meeting. 

The  Chairman  moved  the  adoption  of  the  Report  and 
Accounts,  which  were  taken  as  read. 

REPORT  AND  ACCOUNTS. 

The  first  Council  of  the  Society  have  pleasure  in 
lajring  before  members  their  report  on  the  transactions  of 
the  Society  and  of  the  Council  for  the  past  year. 

They  came  into  office  on  the  15th  day  of  February  1905, 
and  the  period  of  their  appointment  ceases  at  this 
meeting. 

The  Register  to-day  shows  594  members ;  593  members 
were  admitted  by  the  Provisional  Council.  Of  these,  how- 
ever, two  have  resigned,  three  have  not  paid  their  registra- 
tion fees,  and  five  have  died  during  the  year,  so  that  the 
actual  number  of  original  members  on  the  Register  is  now 
583.  In  addition  to  this  number  your  Council  has 
admitted  11  applicants  entitled  to  admission  owing  to 
their  membership  of  other  Societies,  and  five  have 
qualified  for  membership  at  the  first  examinations  of  the 
Society  held  in  December  last,  one  of  whom  has  since 
joined  the  Society. 

At  the  first  meeting  of  the  Council  Mr.  Howard  Pim  was 
elected  President,  and  Messrs.  Alex.  Aiken  and  Samuel 
Thomson  Vice-Presidents. 

The  first  business  occupying  the  CounciPs  attention  was 


that  of  the  Bye-Laws,  which  were  finally  assented  to  by 
the  Lieutenant-Governor  and  gazetted  on  the  31st  March 
1905. 

The  next  matter  which  occupied  the  Council's  attention 
was  the  right  of  certain  of  the  partners  in  a  firm  of  Char- 
tered Accountants  practising  in  the  Transvaal,  who  were 
not  members  of  the  Society,  to  hold  themselves  out  as 
accountants  practising  in  the  Transvaal. 

The  attention  of  the  Go\-ernment  was  called  to  this  case, 
and  one  erf  these  gentlemen  was  prosecuted  in  order  to 
obtain  a  formal  definition  of  the  Council's  powers  and 
rights  under  Ordinance  3  of  1904.  The  case  was  heard 
before  the  Assistant  Resident  Magistrate  upon  the  3rd  day 
of  June  1905,  and  decided  by  him  against  the  Council. 
With  this  decision  the  Council  are  not  satisfied,  but  they 
have  not  succeeded  in  obtaining  a  revision  of  the  Magis- 
trate's decision  by  the  Supreme  Court. 

A  further  jjoint  arose  in  connection  with  the  same  firm 
when  one  of  the  partners  applied  for  admission  to  the 
Register.  This  the  Council  agreed  to,  subject  to  his  satis- 
fying them  that  he  intended  to  reside  in  the  Transvaal  for 
the  purpose  of  practising  his  profession. 

This  satisfaction  he  refused  to  give,  and  took  action 
against  the  Council  to  compel  them  to  place  his  name 
upon  the  Register.  The  case  came  before  Mr.  Justice 
Solomon,  presiding  at  the  Witwatersrand  High  Court,  on 
the  22nd  day  of  June  1905,  who  decided  that  the  Council 
was  entitled  to  the  assurance  asked  for.  The  required 
assurance  was  then  given,  and  the  applicant  placed  upon 
the  Register. 

Negotiations  with  a  view  to  obtaining  reciprocity  with 
Australian  Institutes  have  been  commenced. 

On  the  26th  April  1905  the  Council  appointed  an  Exami- 
nation Committee.  They  proceeded  to  select  books  for 
study  and  make  all  other  preliminary  arrangements  neces- 
sary for  the  Society's  examinations,  and  were  able  to 
arrange  for  the  holding  of  Intermediate  and  Final  Exami- 
nations on  the  12th,  13th,  and  14th  December  1905.  Nine 
candidates  presented  themselves  for  each  of  these  exami- 
nations, and  in  each  case  five  of  these  satisfied  the 
examiners  and  the  Council. 

After  careful  consideration  the  Council  has  decided  to 
consider  the  following  as  equivalent  to  the  Society's  Pre- 
liminary Examination,  and  sufficient  to  exempt  candidates 
for  membership  of  the  Society  therefrom :  — 
(i)  Transvaal  Leaving  Certificate. 

(2)  Cape  Matriculation. 

(3)  Senior  Oxford  and  Cambridge  Local. 

(4)  Senior  College  of  Preceptors. 

Your  Council  have  had  under  consideration  the  low 
scale  of  fees  paid  to  accountants  subpoenaed  as  witnesess 
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in  the  Law  Courts,  and  have  taken  all  steps  in  their  power 
to  have  the  accountancy  profession  placed  on  the  same 
basis  as  other  professions.  These  efforts,  however,  have 
not  met  with  success,  as  it  is  found  that  the  scale  in  use 
has  been  agreed  to  by  all  the  South  African  Colonies,  and 
that  no  change  can  be  made  by  any  one  Colony  without 
the  consent  of  the  others. 

During  the  year  three  sets  of  articles  have  been  regis- 
tered ;  a  form  of  articles  has  also  been  drafted  by  the 
solicitor  to  the  Society,  and  can  now  be  availed  of  by 
members. 

On  the  26th  April  1905  Mr.  F.  Raleigh  resigned  his 
position  on  the  Council  on  account  of  the  pressure  of  his 
other  duties,  and  Mr.  F.  W.  Diamond  was  appointed  in 
his  place. 

The  Council  regret  to  have  to  record  the  death  of  five 
members  during  the  year — viz.  :  Mr.  11.  W.  P.  Steeds,  of 
Johannesburg ;  Mr.  H.  G.  Phillips  and  Mr.  T.  P.  Puth, 
both  of  Krugersdorp ;  Mr.  A.  E.  Dowling,  of  Potchef- 
stroom ;  and  Mr.  G.  G.  Vallentine,  of  Johannesburg. 

During  the  period  13  ordinary  and  11  special  meetings 
of  the  Council  have  been  held.     In  addition  a  consider- 


able number  of  meetings  of  Committees  of  the  Council 
have  also  been  held. 

Mr.  J.  A.  Boyd  has  vacated  his  office  as  a  member  of 
the  Council  by  absence  from  Council  meetings.  The 
remaining  members  retire  in  terms  of  Section  8  of  the 
Ordinance,  but  offer  themselves  for  re-election — viz. : 
Howard  Pirn,  Alex.  Aiken,  Samuel  Thomson,  Robert 
Baikie,  John  Gordon  Carter,  Frederick  W.  Diamond, 
Jno.  Dougall,  Frederick  Richard  Lynch,  John  Hastings 
Muir,  Charles  Stuart,  and  Thomas  Watson. 

Three  further  nominations — Messrs.  Somerville  Craig 
Carruthers,  Alfred  Williamson,  and  Henry  Gordon  Leete — 
have  been  received. 

The  accounts  of  the  period  from  the  inception  of  the 
Society  to  the  31st  December  1905,  duly  audited,  are 
annexed  to  this  report.  The  Auditors,  Messrs.  P. 
Whiteley  and  F.  A.  Stokes,  retire,  but  offer  themselves 
for  re-election.  Members  will  be  asked  to  fix  their 
remuneration  for  the  past  audit. 

Signed  on  behalf  of  the  Council, 

Howard  Pim, 

President. 
13M  February  1906. 
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Balance  Sheet  at  31st  December  1905. 


£    s   d 

To  Sundry  Creditors         220  10    3 

,    Sabscription  paid  in  advance                    33o 

.    Examination  Fees  paid  in  advance 15  15    o 

,    Accumulated  Fund 3.237    8" 

Excess  of  Income  over  Expenditure  for  the  period 
ending  31st  December  1905 


^3.476  17    2 


By  Sundry  Debtors 

»   Cash  at  Bank- 
On  Current  Account 
.    Fixed  Deposit     ..        .-£2,750 
Add  Accrued  Interest  to 
date       63 


5    7 


517    9    7 


2,813    5    7 


Cr. 


•fa 


s    d 


3.330  15   a 
ii  476  17  2 


(Signed)        Howard  Pim,  President. 

Fredk.  E.  Roberts,  Registrar. 
AUDITORS'    CERTIFICATE. 
We  have  examined  the  above  Balance  Sheet,  toRcther  with  the  Vouchers  and  Documents  relatin«^  thereto,  and  we  hereby  certify  that  it 
is  correctly  drawn  up  so  as  to  exhibit  a  true  statement  of  the  affairs  of  the  Society  at  the  31st  December  1905  as  shown  by  the  Books. 


(Signed) 


Percival  Whiteley,  Chartered  Accountant,  \    A^jUnrs 
Frank  A.  Stokes,  Incorporated  Accountant,  i 


Dr. 


Income  and  Expenditure  Account  for  tbe  period  ended  31st  December  1905. 


Cr. 


To  Salary  of  Registrar,  Rent  of  Offices  and  Bonus. 
„    Advertising 


Printing  and  Stationery 
Legal  Expenses  . 


£    s   d 

685    o    o 

187   IX    10 

368  14    8 

407  10    3 
192     I  II 


General  Expenses        

Balance  carried  to    Balance  Sheet,  being  excess  of 

Income  over  Expenditure..       • 3,237    811 


3C5.168    7    7 


By  Registration  Fees,  601  at  £5  5s.  each 
"ubs< 


Subscriptions 


556  paid  at  3^3  3s.  each  (less  3s.)  . . 
43  due  at  £3  3s.  each  and  balance  of  3s. 


£     s 

3.155   5 
1,886  17 


Examination  Fees 

Interest  Accrued  on  Fixed  Deposit 


I.75I 
135 

5 
12 

0 
0 

0 

5 

£1,886 

17 

0 

S3 
63 

0 
7 

£5.168 

7 

7 

Examined  and  found  correct, 
Johantusburg,  3rd  February  1906. 


(Signed) 


Percival  Whiteley,  Chartered  Accountant, 
Frank  A.  Stokes,  Incorporated  Accountant, 


lioglc 
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PRESIDENT'S  ADDRESS. 

Gentlemen,  I  have  the  honour  to-day  to  lay  before  you, 
and  move  the  adoption  of,  the  Report  oif  the  first  Council 
of  your  Society. 

The  first  matter  dealt  with  therein  is  the  membership  of 
the  Society,  and  this  portion  of  the  Report  I  think  you 
will  consider  satisfactory,  especially  the  fact  that  in 
December  last  five  gentlemen  qualified  themselves  by 
examination  to  become  members. 

Accounts. 
As  will  be  seen  from  the  Balance  Sheet,  the  financial 
position  of  the  Society  is  a  very  satisfactory  one,  as  it  has 
actual  cash  in  the  bank  amounting  to  ;^3.33o  15s.  2d., 
against  liabilities  of  only  ;^22o  los.  3d.  The  Income  and 
Expenditure  Account  for  the  period  from  the  15th  August 
1004  to  the  31st  December  1905  shows  a  total  expenditure 
of  ;^i,93o  i8s.  8d.,  as  against  an  income  of  £<,^i(i&  7s.  7d., 
the  difference  being  the  £z^2yj  8s.  iid.  carried  to  accumu- 
lated fund.  The  above  figure  of  ;f  5,168  7s.  7d.  is  made  up 
of:  — 


Registration  Fees 

Subscriptions  and  Sundry  Revenues 


£z>nS    5    o 
2,013    2    7 

;^5.i68    7    7 


It  will  be  thus  seen  that  the  ordinary  revenue  of  the 
Society,  excluding  Registration  Fees,  has  more  than 
covered  all  its  expenditure,  which,  I  may  also  say,  appears 
to  me  exceptionally  heavy  under  every  heading.  Members 
will  understand  that  a  large  amount  of  extra  work  has  had 
to  be  done  by  our  officials,  and  that  the  advertising,  print- 
ing, and  legal  and  sundry  expenses  for  the  period  dealt 
with  are  all  far  in  excess  of  what  I  anticipate  will  prove 
their  normal  amounts. 

Bye-laws, 
You  will  remember  that  at  the  last  meeting  of  the 
Society,  held  on  the  loth  February,  with  adjourn- 
ment to  the  14th  February  1905,  draft  bye-laws 
were  passed  for  confirmation  by  the  Lieutenant-Governor, 
and  the  final  settlement  of  these  draft  bye-laws  with  the 
Government  was  left  in  the  hands  of  your  Council.  As 
soon  as  possible  after  this  meeting  they  were  sent  to  the 
Government,  and  after  some  delay  the  Council  were 
informed  by  the  Attorney-General  that  subject  to  the 
alteration  of  two  bye-laws  they  were  acceptable  to  the 
Government,  and  would  be  gazetted. 

The  first  change  requested  was  in  draft  Bye-law  No.  43, 
which  stated  :  "  That  the  minutes  of  any  meeting  signed  by 
"the  Chairman  of  that  meeting  or  by  the  Chairman  of  a 
"subsequent  meeting  shall  be  primd  facie  evidence  of  the 
"facts  therein  stated." 


The  Attorney-General  pointed  out  that  this  bye-law,  in 
so  far  as  it  was  of  any  effect  whatever,  appeared  to  be 
ultra  vires,  and  requested  its  deletion.'  This  alteration 
your  Council  had  no  difficulty  in  agreeing  to. 

The  second  objection  was  a  far  more  serious  one,  and 
related  to  draft  Bye-law  No.  33,  which  read  as  follows: 
"Any  firm  all  of  whose  partners  are  members  of  the 
"  Society  may  publicly  use  their  firm-name,  so  long  as  every 
"partner  of  the  firm  is  a  member  of  the  Society,  and  no 
"member  of  the  Society  shall  publicly  use  his  firm-name 
"unless  every  member  of  that  firm  be  a  member  of  the 
"Society." 

You  will  remember  the  debates  we  had  last  year  on  this 
question,  and  how  strongly  some  members  felt  the  neces- 
sity of  some  regulations  upon  these  lines.  The  Attorney- 
General,  however,  informed  us  that  in  his  opinion  this 
proposed  bye-law  was  ultra  vires,  and  went  beyond  our 
Ordinance.  Your  Council  took  every  step  within  their 
power  to  lay  the  Society's  view  of  this  matter  before  the 
Attorney-General,  and  a  si>ecial  deputation,  consisting  of 
Mr.  Samuel  Thomson,  Advocate  Saul  Solomon,  and 
myself,  proceeded  to  Pretoria  and  interviewed  the 
Attorney-General  on  the  subject,  other  members  of  the 
Government  being  also  present.  lie  had,  however, 
no  doubt  in  his  mind  that  the  proposed  bye-law 
went  beyond  the  powers  conferred  upon  the  Society 
by  OUT  Ordinance,  and  your  Council  was,  there- 
fore, reluctantly  compelled  to  abandon  it.  Members 
will,  however,  understand  that  by  doing  so  the 
Society's  legal  position  was  in  no  way  prejudiced,  as 
this  rests  upon  the  Ordinance,  which  no  bye-law  can 
extend  or  alter ;  and  had  any  bye-law  which  could  be 
considered  illegal  been  allowed  to  pass,  it  might  be  con- 
tested as  in  conflict  with  the  Ordinance  and  upset  by  the 
first  person  against  whom  the  Council  decided  to  put  it  in 
force. 

As  mentioned  in  the  Council's  Report,  the  bye-laws,  as 
amended,  were  accepted  by  the  Government,  and  duly 
gazetted  on  the  31st  March. 

Meaning  of  Resident. 
The  next  important  point  the  Council  had  to  deal  with 
was  the  question  of  the  admission  to  the  Register  of  certain 
members  of  the  Institute  of  Chartered  Accountants  who 
were  in  the  Transvaal  when  the  Council  came  into  exist- 
ence, and  had  opened  offices  in  Johannesburg.  In  order 
to  define  and  clear  up  as  far  as  possible  the  meaning  of 
the  word  "resident"  in  Section  7  of  the  Ordinance,  and 
find  out  how  it  affected  these  gentlemen,  the  Council  took 
Mr.  Advocate  Leonard's  opinion,  which  was  as  follows : — 

"It  is  difficult  to  give  a  general  answer  to  the  first 
question  put  to  me.    I  can  only  say  generally  that  no 
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one  could  claim  to  be  '  reaident  in  the  Transvaal ' 

who  could  not  be  said,  in  the  ordinary  sense,  to  be 

living  there.     A    man    who    has    his   ordinary   and 

peimanent  place  of  dwelling  elsewhere,  and  only  pays 

periodical    visits   to    this    country,    cannot,    in    my 

opinion,  be  considered  as  resident  in  the  Transvaal 

within  the  meaning  of  the  Ordinance,  even  though  he 

has  property  in  this  country  or  is  connected  with  a 

local  business." 

Acting  on  this  opinion,  we  asked  the  gentlemen  con- 

ceiDed  to  give  us  some  evidence  that  they  expected  to  be 

resident   in   the   Transvaal    within   the  meaning   of   the 

Ordinance,  and  on  receipt  of  replies  which  appeared  to 

your   Council   satisfactoiry,    they    were   admitted   to    the 

Register  and  commenced  business  in  the  Transvaal. 

Non-Rcsidenis  Practising, 
In  the  opinion  of  your  Council  this  involved  also  the 
commencing  of  bi^iness  in  the  Transvaal  by  all  the 
partners  of  the  firm  to  which  these  gentlemen  belonged, 
and  placed  the  remaining  partners  of  this  firm  in  the 
position  of  holding  themselves  out  as  accountants  prac- 
tising in  the  Transvaal,  although  not  members  of  our 
Society,  and  thereby  committing  a  breach  of  the 
Ordinance.  In  order  to  make  this  position  clear,  and 
without  any  personal  feeling  towards  the  firm  in  question, 
we  called  the  attention  of  the  Government  to  the  advent 
to  the  Transvaal  of  a  third  partner  in  this  firm,  and  this 
gentleman,  Mr.  H.  J.  Page,  the  Crown  decided  to 
prosecute. 

The  case  was  heard  before  the  Assistant  Resident  Magis- 
trate,  Mr.  Schuurman,  on  the  3rd  June  1905,  and  was 
decided  in  Mr.  Page's  favour.  With  this  decision  the 
Council  did  not  agree,  and  approached  the  Attorney- 
General  with  the  object  of  getting  him  to  ask  the  Supreme 
Court  to  bring  the  magistrate's  finding  in  review  under 
Section  43  of  the  1902  Proclamation  regulating  the  Courts 
of  Resident  Magistrates.  To  our  request  Sir  Richard 
Solomon  was  good  enough  to  give  his  personal  attention, 
but  felt  compelled  to  refuse  it,  his  opinion  being  stated 
in  the  following  terms :  — 

''The  accused  Page  was  charged  with  contravening 
Section  i  of  the  Accountants'  Ordinance,  1904,  and 
yma  acquitted. 

"  From  such  acquittal  there  can  be  no  appeal,  nor  in 
my  opinion  can  I  bring  the  case  in  review  before  the 
Supreme  Court  under  Section  43  of  the  Magistrates' 
Courts  Proclamation,  1902. 

That  section  only  gives  me  power  to  bring  a  case  in 
review  on  a  pure  question  of  law,  when  I  am  dissatis- 
fied with  the  decision  on  such  a  point  by  a  Court  of 
Residefit  Magistrate  *  for  the  future  guidance  of  the 
Courts  of  Resident  Magistrates.' 


In  my  opinion  there  was  no  such  question  of  law 
raised  in  the  case  of  Rex  v.  Page, 

The  magistrate  may  have  drawn  a  wrong  inference 
from  certain  facts,  but  he  did  not  decide  a  question 
of  pure  law,  and  in  my  opinion  the  Supreme  Court 
would  not  deal  with  the  case  in  question  under  Section 
43  of  the  Magistrates'  Courts  Proclamation. 

In  any  future  prosecution  under  Section  1  of  the 
Accountants'  Ordinance  no  Court,  not  even  the  magis- 
trate who  tried  the  case  of  Page,  could  be  influenced 
on  questions  of  law  which  might  arise  on  the  proseciv 
tion  by  the  decision  in  the  case  of  Rex  v.  Page, 

I  regret,  therefore,  that  I  cannot  ask  the  Supreme 
Court  to  review  the  case  under  the  aforesaid  section." 

Requirements  for  Registration, 
On  the  28th  of  April  1905  Mr.  Page  applied  for  admis- 
sion to  the  Register.  The  Council,  in  reply,  asked  him  to 
satisfy  them  that  he  was  resident  in  the  Transvaal  within 
the  meaning  of  the  Ordinance,  pointing  out  that  in  their 
opinion  mere  physical  presence  within  the  frontiers  of  the 
Transvaal  was  not  sufficient  to  justify  his  admission.  We 
further  stated  that  we  were  prepared  to  admit  Mr.  Page 
on  his  personal  assurance  that  he  intended  to  reside  in 
this  Colony.  This  assurance  Mr.  Page  did  not  give,  and 
took  action  in  the  Rand  High  Court,  his  application  being 
heard  before  Mr.  Justice  Solomon  on  Thursday,  the  22nd 
June  1905. 

He  contended  that  the  Council  had  no  right  to  ask  for 
this  assurance  of  residence,  that  his  physical  presence 
inside  the  borders  of  the  Colony  was  sufficient,  and  that, 
had  the  Legislature  intended  that  the  word  "residence" 
should  be  interpreted  to  mean  more  than  this,  they  would 
have  added  a  fixed  period  of  time  to  the  conditions.  The 
act  of  the  Council  in  defusing  him  admission  was,  there- 
fore, beyond  their  authority. 

Mr.  Justice  Solomon^  in  giving  judgment  in  favour  of  the 
Society,  stated  that  Section  7  of  the  Ordinance  clearly 
showed  that  residence  is  an  essential  for  application,  and 
therefore  the  Council  had  every  right  to  call  upon  an 
applicant  to  prove  to  their  satisfaction  that  he  was  a  resi- 
dent. The  phrase  "resident  in  the  Transvaal"  meant 
more  than  mere  physical  presence,  it  meant  that  a  man 
was  residing  in  the  Transvaal,  and  not  merely  that  he  was 
in  the  Transvaal,  and  this  the  Council  was  fully  entitled 
to  call  upon  Mr.  Page  to  prove.  The  Council  might 
require  an  assurance  from  a  man  that  his  presence  here 
was  not  merely  temporairy — that  is,  that  he  will  reside  here 
for  some  period  of  time  after  admission.  Further,  the 
Court  was  not  a  Court  of  Appeal  from  any  decision  of  the 
Council.  It  was  true  that  cases  might  arise  where  the 
Court    would    interfere,    as    where    the    Council    acted 
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capriciously  or  mala  fides,  but  so  long  as  the  Council 
acted  honestly  the  Court  would  not  interfere.  In  this 
case  the  Council  had  acted  in  a  perfectly  proper  manner 
and  as  reasonably  as  could  possibly  be  expected. 

Immediately  after  this  judgment  was  delivered,  Mr.  Page 
gave  the  assurance   asked   for,   and   was   admitted   as   a 

member. 

In  this  connection  I  would  like  to  point  out  that  the 
Council  raise  no  objection  whatever  to  the  course  taken  by 
Mr.  Page.  It  was  for  the  advantage  of  all  parties  that  the 
iegal  position  on  this  important  point  should  be  clearly 
defined,  and  Mr.  Page  took  the  only  course  by  which  this 
desirable  result  could  be  obtained. 

As  a  further  proof  of  the  Council's  attitude  in  this  whole 
matter,  which  I  aon  sure  the  Society  will  confirm,  the  costs 
of  this  action  were  not  applied  for  by  the  Society,  each 
party  paying  its  own. 

The  view  I  take  of  both  these  actions  is  that  their  result 
will  be  entirely  for  the  benefit  of  the  Society,  although 
we  have  not  obtained  all  we  want,  or  indeed,  as  I  think, 
had  a  right  to  expect.  What  we  gain  is  that,  in  the  face 
of  opposition  stronger  than  we  ever  contemplated,  our 
position  is  defined  and  the  interpretation  of  the  word 
"resident"  adopted  by  the  Council  has  been  confirmed 
and  justified  by  the  Court. 

Attitude  of  Accountancy  Profession. 
Attacks  have  been  made  upon  the  Society  during  the 
year  which  make  it  clear  that  misunderstanding  still 
exists  with  regard  to  the  nature  of  out  Ordinance  and  the 
attitude  adopted  by  us,  especially  towards  accountants 
residing  outside  the  Transvaal.  ITiat  such  misunder- 
standing should  arise  is  only  natural,  indeed  inseparable 
from  pioneer  work  of  this  kind;  but  we  do  feel  that  we 
have  not  received  from  some  sections  of  the  accountancy 
profession  the  consideration  to  which  we  are  entitled.  At 
the  same  time,  as  I  hope  to  show  you  later,  the  position 
is  improving,  misunderstandings  are  being  cleared  away, 
and  our  attitude  is  becoming  better  understood. 

To  only  one  of  these  attacks  do  I  now  propose  to  allude, 
the  gross  unfairness  of  which  was  keenly  felt.  It  was  a 
ietter  api>earing  in  the  London  Accountant  of  the  7th 
October  1905,  over  the  signature  "X.,"  and  was  published 
with  the  editorial  comment: — "There  are  many  assertions 
'in  thin  letter  which  would  have  been  better  if  accom- 
"panied  by  chapter  and  verse." 

The  letter  is  headed,  "The  Transvaal  Ordinance  worse 
than  Kruger,"  and  commences  by  stating  that  our 
Ordinance  "prevents  any  Chartered  Accountant  from  prac- 
tising in  that  Colony  unless  he  is  resident  there,''  entirely 
emitting  to  mention  that  any  such  person,  if  resident,  can 
m  membership  as  a  right.   The  letter  proceeds  to  speak 


of  our  action  having  been  "instigated  by  absolutely 
selfish  professional  motives."  It  continues  in  this  vein  of 
personal  abuse,  to  which  I  need  not  further  allude;  but 
what  will  this  meeting  think  of  the  statement  that  *'the 
"  TTaiisvaal  authorities  have  said,  '  we  intend  to  prevent, 
"*to  the  best  of  our  legislative  ability,  an  independent 
" '  examination  of  figures  ' ; "  and  later  the  letter  states : 
"  The  investor  is  free  to  send  his  expert  accountant  to  any 
"  part  of  the  world — to  America,  to  Australia,  to  any  other 
"part  of  South  Africa,  to  examine  independently,  except 
"to  the  Transvaal." 

It  is  well  known,  gentlemen,  to  everyone  of  you  that 
such  statements  as  these  are  absolutely  without  founda- 
tion ;  there  is  nothing  whatever  in  our  Ordinance  to  pre- 
vent anyone  sending  whoever  he  likes  to  investigate 
accounts  in  this  Colony.  All  that  the  Transvaal 
Ordinance  does  is  that  for  the  protection  of  the  public, 
both  in  this  country  and  in  Europe,  and  of  the  good  name 
of  the  accountancy  profession,  it  grants  this  Society  a 
certain  control  over  all  persons  resident  in  the  Transvaal 
who  hold  themselves  out  as  accountants  practising  in  the 
Transvaal.  With  no  other  persons  are  we  concerned,  and 
over  no  othea:  persons  have  we  any  ambition  to  exercise 
authority. 

Correspondence  with  Institute  of  Chartered  Accountants. 

I  am  pleased  to  inform  this  meeting,  however,  that  at 
the  present  time  matters  have  reached  a  more  satisfactory 
position.  After  correspondence  with  a  member  of  the 
Council  of  the  Institute  of  Chartered  Accountants  in 
England  and  Wales,  in  which  I  venture  to  think  some 
misunderstandings  were  cleared  up,  the  Institute  wrote  an 
ofiicial  letter  on  the  ist  of  November  last,  which  reads 
as  follows :  — 

"  1  should  be  much  obliged  if  you  would  kindly  state 
for  the  information  of  the  Council  of  this  Institute 
what  construction  the  Council  of  your  Society  propose 
to  place  on  the  Transvaal  Ordinance  with  regard  to 
the  following  points,  viz. :  — 

Assuming  an  English  accountant  were  to  proceed  to 
the  Transvaal  by  the  direction  of  clients  in  England, 
with  the  object  of  investigating  the  accounts  of  a  busi- 
ness in  the  Transvaal,  and  that  whilst  there  he  limited 
the  work  he  did  to  work  that  his  clients  in  England 
had  entrusted  to  him,  and  in  no  way  held  himself  out 
as  being  ready  or  willing  to  do  the  work  of  a  public 
accountant,  would  he  come  within  the  restrictions 
imposed  by  the  Transvaal  Ordinance  or  Bye-laws, 
even  though  he  were  to  complete  and  sign  his  report, 
or  reports,  before  he  left  the  limits  of  the  Colony? 

Further,  if  he  were — being  engaged  in  practi-^e  in 
lOngland,  and  having  received  instructions  from  a 
client  in  the  Transvaal  or  elsewhere  in  South  Africa— 
to  proceed  to  the  Transvaal  and  investigate  the 
accounts  of  a  concern  there,  would  he  be  ijcrmitled  to 
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do  so  without  infringing  the  Ordinance  or  Bye-laws, 
and  could  he  then  make  his  reports  in  the  Transvaal 
or  not?  " 

To  this  your  Council  replied  as  follows :  — 

"For  the  information  of  the  Couiicil  of  your  Insti- 
tute my  Council  desire  me  to  state:  — 

That,  assuming  an  English  accountant  were  to  pro- 
ceed to  the  Transvaal  by  the  direction  of  clients  in 
England,  with  the  object  of  investigating  the  accounts 
of  a  business  in  the  Transvaal,  and  that  whilst  there 
he  limited  the  work  he  did  to  the  work  that  the  clients 
in  England  had  entrusted  to  him,  and  in  no  way  held 
himself  out  as  being  ready  or  willing  to  do  the  work 
of  a  public  accountant,  he  would  not  come  within  the 
restrictions  imposed  by  the  Transvaal  Ordinance  or 
Bye«laws,  even  though  he  were  to  complete  and  sign 
his  report,  or  reports,  before  he  left  the  limits  of  the 
Colony. 

Further,  that  if  he  were — being  engaged  in  practice 
in  England,  and  having  received  instructions  from  a 
client  in  the  Transvaal  or  elsewhe<re  in  South 
Africa — to  proceed  to  the  Transvaal  and  investigate 
the  accounts  of  a  concern  there,  he  would  do  so 
without  infringing  the  Ordinance  or  Bye-laws,  and  he 
could  also  make  his  reports  in  the  Transvaal,  if  he 
desired  to  do  so,  so  long  as  he  did  not  hold  himself 
out  as  practising  in  the  Transvaal." 

I  think  we  may  fairly  take  it  that  these  are  the  ques- 
tions, and  the  only  questions,  upon  which  the  Institute  of 
Chartered  Accountants  requires  to  be  satisfied.  There  has 
not  been  time  enough  to  receive  a  reply  to  our  letter,  but 
1  have  ever>-  hope  that  the  official  reply  will  show  that 
these  misunderstandings  have  been  cleared  away,  and  that 
the  Institute  recognises  that  the  Transvaal  Society  of 
Accountants  is  working  with  but  one  end  in  view,  and 
that  is  the  consolidation  and  advancement  of  our  profes- 
sion in  this  country.  We  may  not  be  following  lines  which 
are  possible,  or  even  desirable,  in  the  Old  Country, 
although  I,  personally,  do  not  admit  that  this  is  the  case. 
One  thing,  however,  is  certain,  and  that  is  that  in  this, 
as  in  so  many  other  departments  of  public  affairs,  we  must 
know  our  own  business  best,  and  we  have  every  right  to 
manage  it  ourselves. 

f  think  I  have  now  said  enough  as  to  the  contests  in 
which  the  Council  have  been  engaged  in  your  interests 
during  the  past  year,  and  I  sincerely  hope  that  you  will 
see  your  way  to  express  approval  of  their  actions,  and  will 
feel  tha»t  they  have  safeguarded  your  rights  in  every 
possible  way. 

Examinations. 

Turning  now  to  a  more  pleasant  part  of  the  Council's 
work,  as  you  will  see  from  the  Report,  the  Examination 
Ommittec  was  s^pointed  in  April  1905,  and  in  December 


last  we  held  our  first  examinations.  I  think,  gentlemen, 
that  the  result  of  the  work  of  that  Committee  of  the 
Council  should  give  you  unalloyed  satisfaction.  Person- 
ally, although  much  interested,  I  was  unable  to  give  the 
amount  of  time  to  that  Committee  work  that  it  deserved, 
but  the  more  active  members  of  that  Committee  deserve, 
in  my  opinion,  your  most  cordial  thanks.  The  books 
chosen  for  the  examinations  were  suitable,  the  papers  set 
excellent,  and  the  result  of  the  examinations,  in  my 
opinion,  highly  satisfactory.  As  is  stated  in  the  Report, 
out  of  nine  candidates  for  the  Intermediate  Examination 
five  satisfied  the  examiners  and  the  Council,  and  of  the 
nine  candidates  for  the  Final  Examination  five  were  also 
successful.  In  this  latter  case  the  Council  were,  I  think, 
justified  in  applying  a  somewhat  higher  standard  to  the 
papers  sent  in  than  they  did  in  the  case  of  the  Inter- 
mediate Examination,  and  special  stress  in  both  examina- 
tions was  laid  on  the  marks  obtained  in  the  accountancy 
subjects.  We  are  accountants,  gentlemen,  first  aad  fore- 
most. By  our  proficiency  in  accounts  we  shall  be  judged, 
and  however  useful  and  even  necessary  a  knowledge  of 
law  and  of  other  subjects,  with  which  we  may  be  brought 
into  contact,  may  be,  these  subjects  cannot  be  said  to  be 
essential  to  our  work  as  knowledge  of  and  proficiency  in 
accounts  certainly  are. 

It  was  not  to  be  expected  that  at  first  examinations  like 
these  the  percentages  obtained  would  be  exceptionally 
high,  and  it  was  also  very  obvious  from  the  papers  sent 
in  that  the  candidates  had  had  little,  if  any,  experience 
of  examinations.  Speaking  for  the  accountancy  papers, 
and  I  have  little  doubt  that  a  similar  remark  applies  to 
the  legal  papers,  it  does  not  seem  to  have  occurred  to  the 
candidates  that  in  examinations,  as  in  their  actual  profes- 
sional work,  the  form  in  which  the  answer  to  a  question 
is  stated  has  an  importance  only  second  to  the  correct- 
ness of  the  answer.  I  hardly  noticed  a  single  instance, 
and  I  perused  a  number  of  accountancy  papers,  in  which 
a  candidate  appeared  to  have  asked  himself  not  merely, 
"Can  I  answer  this  question?"  but  the  further  query, 
"How  can  I  answer  it  best?"  And  I  know  that,  bearing 
the  special  circumstances  of  these  examinations  in  mind, 
leniency  was  shown  by  examiners  in  marking  candidates 
in  cases  where  questions  were  badly  answered,  but  where 
it  was  obvious  that  the  candidate,  to  use  a  vulgarism, 
"had  got  hold  of  the  right  end  of  the  stick." 

All  things  have  a  beginning,  gentlemen,  and  I  have  little 
doubt  that  the  quality  of  the  examination  papers  sent  in 
will  steadily  improve  in  future  examinations. 

General. 

I  have  now  dealt  with  the  more  important  matters  dealt 
with  by  the  Council  during  the  past  year,  and  do  not  pro- 
pose to  dwell  upon  points  of  less  importance,  or  poir' 
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merely  afiecting  individuaJs ;  but  in.  several  instances  I 
may  say  that  we  have  exercised  the  disciplinary  powers 
granted  us  under  the  Ordinancei  and  in  each  of  them  the 
Councirs  action  has  been  taken  in  the  sense  in  which  it 
was  intended,  and  their  recommendations  have  been 
loyally  assented  to  by  the  members  affected. 

I  have  great  pleasure^  gentlemen,  in  moving  the 
adoption  of  the  Councirs  Report  and  Accounts. 
(Applause.) 


Mr.  C.  H.  Hayward,  in  seconding  the  motion,  said  they 
were  indebted  to  Mr.  Pim  and  the  Council  for  the  careful 
attention  they  had  given  to  their  intereets  during  the  last 
twelve  months,  and  he  thought  that  they  might  congratu- 
late themselves  that  the  first  year  of  the  Society  had 
shown  strides  they  could  hardly  have  expected  to  see.  The 
financial  position  seemed  to  be  entirely  satisfactory.  They 
recognised  that  a  considerable  sum  had  had  to  be 
expended  in  initial  fees,  but  the  current  income  seemed  to 
be  entirely  satisfactory.  (Hear,  hear.)  The  main  feature 
in  Mr.  Pim's  remarks  appeared  to  be  those  legal  matters 
which  had  claimed  the  Council's  attention  during  the 
year.  He  did  not  know  that  they  could  express  much 
opinion  on  them,  though  it  was  evident  that  their  Council 
had  approached  these  matters  in  a  competent  and  proper 
manner.  (Hear,  hear.)  These  were  details  and  matters 
which  they  could  only  leave  to  their  Coimcil.  He  would, 
however,  like  to  mention  one  or  two  points  for  the  pur- 
pose of  gaining  information.  The  first  point  was  the  ques- 
tion of  the  funds.  There  was  a  large  amoimt  of  funds 
standing  to  their  credit,  but  there  was  no  mention  made  in 
the  Council's  Report  as  to  any  intention  they  might  have 
as  to  the  disposal  of  this  money.  He  quite  saw  the  neces- 
sity of  retaining  a  substantial  surplus  in  hand,  but  he 
rather  expected  to  have  seen  some  reference  in  the  Report 
as  to  the  proposition  to  establish  a  library,  or  something 
of  that  sort,  to  which  members  could  have  access.  He 
thought  if  such  a  library  could  be  established  it  would 
be  useful  to  members.  He  was  also  under  the  impression 
that  the  annual  report  and  Balance  Sheet  should  be  sub- 
mitted to  the  members  a  few  days  before  the  meeting  took 
place,  but  he  saw  that  no  provision  was  made  for  that  in 
the  bye-laws.  He  thought  it  would  be  useful  to  have 
these  reports  of  accounts  circulated  to  the  members  before 
the  meeting,  so  that  they  could  discuss  them  intelligently. 
There  was  also  in  the  Ordinance  some  provision  that 
members  of  this  Society  should  be  restricted  a  little, 
thoiugh  not  too  rigorously,  as  to  their  occupation.  The 
idea  was  that  an  accountant  should  not  carry  on  certain 
businesses  which  were  not  compatible  with  the  business 
of  an  accotmtant.    He  thought  that  was  a  matter  which 

ight  receive  consideration.    He  thought  there  was  a  case 


in  their  miiuis  whare  one  gentleman  who  was  registered 
as  an  accountant  and  practising  as  one,  was  also  acting 
as  an  agent  for  pickles  and  jams,  &c.  (Laughter.)  One 
thing  they  would  all  have  noticed  during  the  past  year — 
namely,  that  a  tremendous  lot  of  attention  had  been 
directed  to  the  Transvaal  accountancy  profession.  This 
registration  Ordination  of  theirs  had  been  a  great  feature 
all  over  the  world  in  accountancy  matters.  Special  refer- 
ence had  been  made  as  to  the  enormous  strides  taken  in 
the  Transvaal  in  obtaining  this  Ordinance,  and  strides 
were  being  made  as  to  the  registration  of  accountants  all 
over  the  world.  There  was  a  very  much  better  feeling 
between  the  different  Institutes  in  England,  and  he 
thought  that  before  very  long  there  would  be  something 
done  in  England  in  the  same  direction.  (Hear,  hear.)  In 
Australia  they  were  taking  action  on  the  same  lines. 
Large  numbers  of  young  men  in  the  Transvaal  were  very 
keen  on  passing  the  accountant's  examination.  He  had 
great  pleasure  in  seconding  the  adoption  of  the  Report 
and  Accounts,  and  he  thought  their  thanks  were  due  to 
the  Council  for  the  dignified  and  most  satisfactory  manner 
in  which  they  had  conducted  the  business  of  the  Society. 
(Hear,  hear.) 

Mr.  Taalfe  suggested  they  should  communicate  with  the 
various  adjoining  Colonies  to  bring  about  unanimity  on 
the  question  of  witnesses'  fees.  As  regards  a  library,  he 
thought  they  might  possibly  engage'  a  room  at  the 
Johannesburg  Library,  or  with  a  Society  in  town  which 
had  already  started  a  library. 

The  motion  was  then  put  to  the  meeting  and  carried 
unanimously. 

The  Chairman  said  the  investment  of  their  funds  had 
not  been  forgotten,  and  the  library  question  had  also  been 
discussed.  At  present  the  matter  was  in  abeyance,  as  some 
arrangements,  which  they  had  proposed  to  make,  were  not 
approved  of  by  a  section  of  the  Council,  but  be  could 
assure  the  members  that  this  library  matter  was  certainly 
one  to  which  a  considerable  amount  of  attention  had  been 
paid,  and  which  he  trusted  would  take  definite  shape 
before  long.  With  regard  to  the  Report  he  had  to 
apologise  for  not  having  circulated  it  at  an  earlier  date, 
which  had  been  dae  to  their  having  other  calls  on 
their  time  of  a  very  onerous  character.  With  regard  to 
professional  etiquette,  he  had  alluded  to  it  in  the  Report. 
This  matter  had  received  the  attention  of  the  Council,  and 
whatever  measures  the  Council  had  taken  had  been 
received  in  the  spirit  they  were  intended,  and  loyally 
assented  to  by  the  persons  affected.  The  Council  had 
every  reason  to  congratulate  themselves  on  the  way  in 
which  their  careful  attempts  to  point  out  where  breaches 
of  professional  etiquette  had  occurred  had  been  received. 
With  regard  to  witnesses'  fees,  it  was  never  intended  that 
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this  matter  would  be  dropped  now.  Of  course,  they  would 
pursue  it,  but  they  were  faced  with  a  very  considerable 
diflficulty,  and  which  would,  no  doubt,  account  for  their 
not  having  made  more  progress  in  this  very  important 
matter. 

The  election  of  the  Council  for  the  ensuing  year  was 
then  proceeded  with.  Eleven  members  of  the  retiring 
Council,  viz.: — ^Messrs.  Howard  Pim,  Alex.  Aiken, 
Samuel  Thomson,  Robert  Baikie,  John  G.  Carter,  Jno. 
Dougall,  Frederick  Wm.  Diamond,  Frederick  Richard 
Lynch,  John  Hastings  Muir,  Charles  Stuart,  and  Thomas 
Watson  offered  themselves  for  re-election.  Three  other 
nominations  had  been  received,  viz. : — Messrs  Somerville 
Craig  Carruthers,  Alfred  Williamson,  and  Henry  Gordon 
Leete. 

The  eleven  retiring  members  were  re-elected,  and 
Mr.  S.  C.  Carruthers  was  elected  to  fill  the  vacancy. 

Mr.  P.  Whiteley  and  Mr.  F.  A.  Stokes  were 
reappointed  Auditors.  Their  iiemuneration  for  the  past 
audit  was  fixed  at  thirty  guineas  each. 

Mr.  Sheppard  asked  if  it  could  be  arranged  for  any  one 
member  of  the  Council  to  represent  the  interests  of  the 
outside  districts,  such  as  the  East  or  West  Rand. 

The  Chairman  asked  Mr.  Sheppard  to  write  an  official 
letter  to  the  President  on  the  matter. 

Mr.  Soott  proposed  a  hearty  vote  of  thanks  to  the  Chair- 
man and  other  members  of  the  Council  for  the  valuable 
services  they  had  rendered.  The  proposal  was  carried  by 
acclamation. 

The  Chairman  replied  on  behalf  of  the  Council. 

Mr.  H.  J.  Roberts  asked  for  further  information  regard- 
ing an  item  in  the  accounts,  which  the  Chairman 
explained. 

llie  meeting  concluded  with  a  vote  of  thanks  to  the 
Chairman  for  presiding. 


Vepfews. 


Woollen  and  other  Warehousemen's  Accounts. 


By  John  Mackie. 


{••The  Accountants'  Library,"  Vol.  XLIII.) 

London,  1906:  Gee  ft  Co.,  34  Moorgate  Street.  E.C. 

Price  3s.  6d. 

So  far  as  the  financial  books  are  conce]:ned,  there  is  not 
much  that  is  particularly  distinctive  in  the  accounts  of 


warehousemen,  either  in  the  woollen  or  other  allied  trades  ; 
but  if  the  business  is  properly  organised  a  number  of 
subsidiary  or  auxiliary  records  are  desirable,  and  these 
naturally  are  designed  to  meet  the  special  requirements  of 
the  case.  Although  therefore,  perhaps,  at  first  sight  it 
might  have  been  thought  unnecessary  that  a  volume  upon 
this  subject  should  be  added  to  the  **  Accountants'  Library" 
series,  a  study  of  the  handbook  now  before  us  will  speedily 
sufiBce  to  dispel  that  impression.  Mr.  Mackie  deals  with 
his  subject  clearly  and  concisely,  and  illustrates  his  explana- 
tions at  all  needful  points  by  the  aid  of  useful  examples, 
which  have  the  advantage  of  being  fully  worked  out  instead 
of  being  merely  in  skeleton  form.  Something  might  perhaps 
with  advantage  have  been  added  on  the  subject  of  the  Slip 
System  as  applied  to  warehousemen's  accounts,  but  as 
that  is  to  form  the  subject  of  an  independent  volume,  the 
omission  will  not  be  felt. 


The  City  of  London  Directory. 


1906.     Price  i2s.  6d. 

We  have  received  for  review  a  copy  of  the  thirty-sixth 
annual  edition  of  the  above  directory. 

All  the  information  concerning  the  City  Corporation, 
the  Committees,  the  City  officials,  the  Livery  Companies, 
and  the  London  County  Council,  for  which  the  Directory 
has  been  for  so  many  years  noted,  is  given  as  usual. 

Much  of  the  exclusive  information  for  which  the  work 
is  celebrated  it  is  impossible  to  obtain  before  March,  and 
in  consequence  of  this  the  work  is  not  published  earlier 
in  the  year;  there  is,  however,  another  advantage  in  the 
date  of  publication  in  that  it  enables  the  editor  to  record 
as  far  as  possible  the  Christmas  and  New  Year's  removals, 
a  distinct  advantage  to  those  having,  or  desiring  to  have, 
business  relations  in  the  centre  of  the  world's  commerce. 
Moreover,  the  date  of  publication  has  enabled  the  editor 
to  record  all  the  Government  changes  brought  about  by 
the  formation  of  the  new  Administration,  an  invaluable 
feature,  inasmuch  as  other  axmuaJ  works  of  reference  went 
to  press  too  early  for  the  appointments  to  be  notified. 
The  present  edition  has  been  carefully  revised,  numerous 
additions  have  been  made,  and  great  pains  have  been 
taken  to  render  it  accurate  in  every  section. 

This  volume  is  the  thirty-sixth  annual  issue,  and  will 
be  found  to  contain  all  the  old  and  valued  information 
which  gives  it  a  high  and  unique  positiev  as  a  boek  of 
reference.  Digitized  by  V::rOOQ IC 
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Aeetfnos  tot  tbe  ensuitid  TISleeft« 

Tuesday —BiRMiSGH AM  Chartered  Accountant  Students' 
Society. — Lecture,  "The  Accounts  relating  to  the 
Formation  and  Reorganisation  of  Limited  Com- 
panies," by  Mr.  J.  Chapman,  A.C.A.  The  meeting 
will  be  preceded  by  tea,  at  G  o'clock,  at  the  Library, 
8  Newball  Street. 


numbers  in  the  corresponding   week  of  last  year  were  : 
Bankruptcies,  106 ;  Deeds  of  Arrangement.  Sy—total,  193 ; 
being  a  decrease  of  14.    The  total  number  of  commercial 
*  failures  recorded  during  the  12  weeks  of  the  present  year  is 
2, 060 ;  the  total  number  recorded  in  the  corresponding  12 
weeks  of  last  year  was  2,246,  showing  a  decrease  of  186. 
The  number  of  Bills  of  Sale,  including  Re-registrations, 
'  filed  in  England  and  Wales  for  the  week  ending  Friday, 
>r*i«fsiay  — Institute    of    Charterer    Accountants.—     Mar.  23rd,  was  147.    The  number  in  the  corresponding  week 
Finance  Committee,   12.30  p.m.:   Council  meeting,     of  last  year  was  195,  showing  a  decrease  of  48.    The  total 
2pm.  number  filed  during  the  12  weeks  of  the  present   year  is 

London  Chartered  Accountant  Students'  Society.  !  ''^ '  ^^*^  ^^^  "'^'"^^  ^^^^  »°  ^^«  corresponding  12  weeks 
Joint  Debate  with  the  Law  Students'  Debating  Society,     °^  ^^^^  y^""  ^^  '^'^^^^  ^^^^^^^^  »  decrease  of  193. 
"Officialism:  its  Dangers  to  Professional  Men,"  at 
the  Hall  of   the  Institute,  Moorgate  Place,  E;C.  ; 
7  p.m. 

Kingston  -  upon  -  Hull  Chartered  Accountants 
Students'  Society. — Lecture,  "  Fraudulent  Dealings 
with  Property,  with  Special  Reference  to  Bank- 
ruptcy," by  Mr.  R.  W.  Aske,  LL.D.,  at  the  Hall  of 
the  Incorporated  Law  Society,  Bowlalley  Lane; 
7.45  p.m. 

Thursday — Liverpool  Chartered  Accountants  Students' 
Association. — Ten  Minute  Papers  (with  Discussion), 
at  the  Library,  3  Lord  Street ;  6  p.m. 


personal 


Messrs.  S.  Barnes  Bryant  &  Co.,  Incorporated 
Accountants,  announce  that  they  have  removed  from 
10  Philpot  Lane  to  16  Eastcheap,  E.C. 

Mr.  J.  M.  Fells,  F.S.A.A.,  has  removed  from  85  Grace- 
church  Street,  to  7  Union  Court,  Old  Broad  Street,  London, 
E.C. 

Mr.  Cecil  H.  Lepine,  A.C.A.,  announces  that  be  has 
entered  into  partnership  with  Mr.  Walter  Langton, 
A.S.A.A.,  and  that  they  will  carry  on  practice  as  Profes- 
sional Accountants  at  12  Coleman  Street,  E.C,  under  the 
style  of  Langton  &  Lepine. 


failures  and  Sills  of  Sale  in  England 
and  Males* 

According  to  Kemp's  Mercantile  Gazette,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  Mar.  23rd,  was  179,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  London  Gautte, 
88;  Deeds  of  Arrangement  registered,  91.    The  respective 


Debentures. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week 
ending  Friday,  Mar.  23rd,  amounted  to  ^4, 826,068,  by  way 
of  addition  to  /i, 367,674,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ;(i. 206,281,  showing  an  increase  of 
/3>6i9.787-  The  total  amount  roistered  during  the  12 
weeks  of  the  present  year  was  /20, 11 2,086  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  ]^2 1,45 1,653  ^o^  the  corresponding  12  weeks 
in  1905,  showing  a  decrease  of  /i, 339,567. 


The  Profession  in  Scotland. 


(Blasflow  Cbatteted  Hccountants 
Stuftents'  Society. 


ReooDBtFootionB. 


Bv  George  Alexander  Touch,  C.A. 


A    LECTURE   delivered  to   the    members   of   the    above 
Society  on  22nd  February  1906. 


(Con tinned  from  p.  388 . ) 


PART   II. 

Some  Types  of  Reconstructions. 

I  have  now  given  a  brief,  and,  I  fear,  a  somewhat  proey 

description  of  some  of  the  various  causes  which  render 

reconstructions  necessary,  and  of  the  machinery  provided  by 
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a  thoQghtfuI  Legislature  for  enabling  them  to  be  carried  out 
with  profit  and  advantage  to  the  interests  concerned, 
including  those  of  accountants  and  solicitors.  I  propose  to 
supplement  these  observations  by  taking  a  few  typical  cases 
and  tracing,  in  the  merest  outline,  the  practical  procedure, 
in  its  business  rather  than  its  legal  aspects,  with  which  the 
accountant  is  more  particularly  concerned  in  relation  to 
these  operations. 

/. — Reconstruction  for  Purposes  of  Extension, 
Let  us  take,  first,  the  case  of  a  company  acquiring  the 
business  of  another  company,  or,  owing  to  the  extension  of 
its  own  business,  desiring  to  rearrange  its  Capital  Account 
and  introduce  further  money.  Such  instances  may  be 
classified  as  reconstructions  for  the  purposes  of  extension, 
and  they  are  generally  confined  to  successful  companies. 

The  first  essential  is  to  prepare  a  scheme  of  reconstruc- 
tion, setting  forth  the  proposed  rights  and  interests  in  the 
new  company  to  be  allocated  to  proprietors  of  the  existing 
company,  and  the  further  securities  to  be  created  to  provide 
for  the  purchase  of  the  other  business  or  the  introduction 
of  the  additional  capital  required.  The  equitable  apportion- 
ment of  capital,  even  in  a  comparatively  simple  case  of  the 
kind  here  described,  may  require  the  exercise  of  some 
financial  ingenuity.  Some  degree  of  give  and  take  is  almost 
invariably  called  for,  and  a  sense  of  perspective  and  propor- 
tion is  a  necessary  qualification  for  the  preparation  of  a  scheme 
that  is  to  be  successful. 

In  the  case  of  the  purchase  of  the  business  of  another 
company,  the  registration  of  a  new  company  to  acquire  both 
businesses— the  old  and  the  new — may  not  be  required  if  the 
constitution  of  the  existing  company  is  sufiBciently  compre- 
hensive to  include  a  power  to  acquire  the  business  and 
goodwill  of  another  company.  In  such  circumstances  the 
existing  company,  and  not  a  new  company,  becomes  the 
purchasing  company. 

After  the  scheme  of  arrangement  has  been  prepared  and 
passed  by  the  directors,  it  is  necessary,  in  a  case  of  this  sort, 
for  the  two  boards  to  enter  into  an  ad  referendum  contract, 
setting  forth  the  terms  of  purchase  and  sale.  Meetings  of 
the  shareholders  of  the  respective  companies  are  then 
called  ;  the  terms  of  purchase  and  sale  are  explained ;  and, 
if  they  prove  acceptable,  resolutions  are  passed  approving 
the  sale  and  authorising  the  directors  to  carry  the  terms  of 
the  agreement  into  effect. 

In  the  case  of  the  purchasing  company  further  resolutions 
will  probably  be  necessary  to  increase  the  capital  so  as  to 
provide  the  share  consideration  payable  to  the  vendor  com- 
pany. An  increase  of  capital  is  often  authorised  by  an 
ordinary  resolution  of  the  shareholders.  The  question 
whether  a  special  resolution  is  necessary  again  depends 
entirely  on  the  provisions  of  the  articles  of  association. 


When  the  sale  has  been  carried  through,  and  the  pur- 
chasing company  has  issued  to  the  vendor  company  the 
share  consideration  to  which  it  is  entitled  under  the  sale 
and  purchase  agreement,  then,  and  not  till  then,  the 
vendor  company  should  pass  the  necessary  resolutions 
placing  itself  in  voluntary  liquidation  for  the  purpose  of 
distributing  the  shares,  in  terms  of  the  arrangement 
previously  arrived  at. 

As  the  assets  of  the  vendor  company  come  into  the 
hands  of  the  liquidator  in  the  form  of  securities  of  the 
purchasing  company,  and  the  basis  of  distribution  is 
already  known,  and  regulated  either  by  the  articles  of 
associatioffi,  or  by  resolutions  of  the  shareholders,  the  dis- 
tribution can  be  expeditiously  carried  out,  and  there  is  no 
prospect  of  difficulties  with  dissentient  shareholders, 
because  the  i6ist  Section  of  the  1862  Act  does  not  apply. 
In  such  circumstances  the  dissentient  shareholder  cannot 
compel  the  liquidator  to  purchase  his  interest.  He  must 
take  up  the  share  consideration  attributable  to  his  holding 
in  the  vendor  company ;  or,  if  he  does  not  care  to  do  so, 
he  forfeits  all  further  interest. 

The  duty  of  a  liquidator  in  a  rearrangement  of  this 
nature  is  a  comparatively  simple  one,  and  the  work  is 
almost  entirely  of  an  executive  character.  He  prepares 
a  scheme  of  distribution  of  the  assets  in  specie  according 
to  the  terms  which  were  sanctioned  prior  to  the  winding- 
up.  If  the  shares  in  the  purchasing  company  have  been 
allotted  already  to  the  vendor  company,  transfers  must 
be  prepared  and  executed  giving  each  shareholder  the 
proportion  of  capital  to  which  he  is  entitled.  As  a  general 
rule,  however,  it  is  provided  in  the  a^eement  for  sale  that 
the  shares  shall  be  allotted  either  to  the  vendor  company 
or  to  its  nominees.  In  this  case  the  liquidator  hands  to  the 
purchasing  company  a  request  that  the  allotment  may  be 
made  direct  to  the  shareholders  of  the  vendor  company,  as 
the  nominees  of  that  company,  in  accordance  with  a 
schedule  which  he  submits,  setting  forth  the  amounts  to 
be  allotted  to  each  respectively.  He  thus  avoids  the 
necessity  of  preparing  separate  transfers  and  of  paying 
the  usual  transfer  duty.  The  agreement  of  sale  and  pur- 
chase, and  a  supplemental  agreement  by  the  liquidator 
setting  forth  the  names  and  holdings  of  the  parties  to 
whom  the  shares  have  been  allotted  as  the  nominees  of  the 
vendor  company,  are  registered  with  the  Registrar  of  Joint 
Stock  Companies. 

A  reconstruction  of  this  nature  can  be  carried  through 
expeditiously,  provided  the  general  body  of  shareholders 
are  in  accord  with  the  scheme.  After  the  distribution  has 
been  made  by  the  liquidator  the  final  meeting  can  be  held 
and  the  liquidation  closed.  One  naturally  dives  into  one's 
own  experience  for  illustrations  of  what  can  be  done 
where  everything  is  on  a  ^^in^ss  Jbgsi^^y^t^i^ig|^^^  no 
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legal  obstacles  or  complications.  Peorhaps  I  may  be  per- 
mitted to  cite  the  case  of  the  Western  Railway  of  Santa 
¥6,  where  I  acted  as  liquidator  jointly  with  Mr.  Essex  E. 
Reade,  the  very  able  representative  of  Messrs.  Baring 
Brothers  in  South  America.  In  this  case  we  were  able  to 
distribute  securities  and  cash  to  the  amount  of  ;^768,75o 
within  a  month  from  our  appointment  as  liquidators,  and 
the  liquidation  was  finally  closed  a  few  weeks  later. 

II. — If econst ruction  of  Companies  in  Difficulties. 

Let  us  next  consider  the  very  ordinary  case  of  a  com- 
pany in  difficulties  which  call  for  a  rearrangement  of  its 
capital,  involving,  as  such  rearrangements  almost 
invariably  do,  the  alteration  or  modification  of  the  rights 
of  the  various  classes  of  its  shareholders,  and  perhaps 
even  of  its  debenture-holders.  In  this  case  the  procedure 
is  somewhat  different. 

To  begin  with,  the  company  is  often  in  liquidation 
before  a  scheme  of  rearrangement  can  be  discussed  or 
agreed  to.  The  preparation  of  a  scheme  of  this  nature 
requires  very  careful  consideration.  The  procedure  is 
regulated  by  the  Court,  and  if  there  is  likely  to  be 
opposition  by  any  of  the  interested  parties  they  can  so 
prolong  the  proceedings  as  to  seriously  embarrass  the 
prospects  of  success.  It  is  therefore  of  the  utmost  import- 
ance that  the  scheme  should  be  one  which  will  commend 
itself  to  the  general  sense  of  what  is  fair  and  equitable 
as  between  the  vajious  interests  concerned. 

(t)   The  Conditions  under  which  such  Reconstructions  are 
Feasible, 
It  may  be  regarded  as  a  general  rule  that,  where  a  com- 
pany is  in  liquidation  and  it  is  desired  to  reconstruct  it, 
this  can  only  be  done  successfully  in  two  classes  of  cases  : 

First — If  the  business  can  live  and  earn  profits 
within  the  limited  means  at  its  command ;  or 

Second — If  there  is  a  fair  prospect  of  its  proving 
remunerative  on  the  introduction  of  further  working 
capital,  and  such  capital  can  be  obtained  by  a  public 
or  other  issue,  or  the  shareholders  may  be  relied  on  to 
subscribe  it  themselves. 

Where  the  shares  are  widely  distributed,  and  the 
prospects  are  not  altogether  funereal,  it  may  generally  be 
assumed  that  a  large  proportion  of  the  shareholders  will 
respond  to  the  demand  for  further  capital,  provided  the 
addition  which  they  are  asked  to  make  to  their  original 
investment  does  not  exceed  20  or  25  per  cent,  of  the  new 
security.  That  is  to  say,  the  holder  of  a  fully-paid  share 
in  the  company  which  it  is  proposed  to  reconstruct  will 
generally  acdbpt  a  share  of  ;^5,  £^  paid,  and  with  a 
liability  of  ;^i  in  the  new  company,  in  lieu  of  his  original 
holding,  rather  than  risk  the  loss  of  the  whole  or  the 
greater  part  of  his  investment  in  a  forced  liquidation. 


The  acceptance  of  shares  with  a  liability  is  occasionally 
underwritten,  and  any  which  are  not  taken  by  the  share- 
holders entitled  to  claim  them  are  subscribed  for  by  the 
underwriters,  so  that  the  necessary  capital  is  secured.  No 
legal  decision  has,  however,  yet  been  obtained  as  to  the 
validity  of  this  course  of  procedure,  which  is  questioned 
by  some  of  the  best  authorities. 

!  I  fear  the  willingness  of  shareholders  to  follow  their 
money,  once  at  least,  is  sometimes  taken  advantage  of  for 

I  the  purpose  of  effecting  reconstructions  of  concerns  that 
were  best  allowed  to  perish.  It  is  chiefl}'  amongst  mining 
companies  that  this  abuse  prevails. 

(2)  Ascertainment  of  Loss. 

I      It  may  also  be  taken  for  granted  that  a  considerable 
'  amount  of  the  original  share  capital  has  been  lost,  and 
,  that  the  adjustment  of  the  loss  between  the  various  classes 
of  shareholders — that  is  to  say,  the  proportions  in  which 
the  capital  of  each  class  is  to  be  reduced,  and  the  varia- 
tion of  dividend  rights  consequent  on  such  reduction — ^is  a 
controversial  point.     Before  any  progress  can  be   made 
I  with  the  preparation  of  a  scheme,  the  accountant  must 
I  satisfy  himself  as  to  the  provision  to  be  made  in  respect 
'  of  this  loss.     The  amount  can  only  be  ascertained  by  a 
^  valuation  of  the  assets  and  undertaking. 

The    ascertainment    of    this    amount    presents    many 
I  problems.    It  is  easy  to  say  that  it  can  be  arrived  at  by  a 
!  valuation  of  the  assets  and  undertaking.  But  such  a  valua- 
tion requires  expert  knowledge,  whilst  the  knowledge  of 
I  those  to  whom  the  valuation  is  entrusted  is  sometimes 
not  very  expert  after  all.     In  all  probability  the  greater 
portion  of  the  loss  or  depreciation  of  capital  arises  in 
connection  with  such  assets  as  goodwill  and  patents,  and 
^  there  is* room  for  wide  difference  of  opinion  regarding  their 
'  values. 

The  average  earning  power,  under  fair  conditions,  has 
to  be  considered  and  partially  estimated,  and  such  esti- 
mates probably  vary  materially  from  those  made  at  the 
formation  of  the  company.  Whatever  may  be  the 
theoretical  attractions  of  a  rigid  figure,  the  practical  needs 
of  the  situation  probably  require  concessions  to  the  views 
and  claims  of  different  classes  of  proprietors.  My  experi- 
ence is  that  shareholders  prefer  a  policy  which  is  thorough 
to  one  which  only  tinkers  with  the  depreciation  or  loss  of 
assets,  but  they  may  justifiably  rebel  against  attempts  to 
overdo  a  reduction  in  values. 

(3)  Apportionment  of  Loss. 

It  will  thus  be  seen  that  the  estimate  of  loss  cannot  be 
regarded  as  governed  by  any  given  rule;  neither  can  its 
equitable  apportionment  amongst  the  shareholders,  from  a 
financial  or  commercial  point  of  view,  be  so  governed. 
Each  case  must  be  judged  on  its  own  merits.    Although 
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the  preference  capital  of  a  company  has  a  preferential 
right  to  dividends,  and  very  often  to  repayment  of  capital, 
before  any  return  is  made  on  the  ordinary  shares,  it 
cannot  be  accepted  as  a  universal  maxim  that  all  the  loss 
should  be  thrown  on  the  ordinary  shareholders  of  a  com- 
pany, to  the  full  extent  to  which  the  ordinary  capital  will 
suffice  to  meet  it,  before  any  deduction  whatever  is  made 
from  the  preference  shaxes. 

I  am  no  advocate  of  interference  with  preference  rights, 
e>xept  for  the  good  of  the  holders,  and  with  their  consent, 
and  under  a  scheme  which,  viewed  in  true  financial  per- 
sjvective,  shows  a  fairer  prospect  than  is  revealed  by  a 
mere  mechanical  exercise  of  legal  priorities.  A  scheme, 
moreover,  must  be  fair  all  round.  ITie  junior  securities 
often  represent,  to  a  large  extent,  the  value  of  trade  con- 
nections, perhaps  partly  of  inventions  or  processes,  but 
chiefly  0/  name,  association,  and  personal  influence — in 
short,  the  goodwill  of  a  business.  This  may  have  depre- 
ciated seriously  for  the  time  being,  but  there  is  probably 
still  some  value  appertaining  to  it.  If  the  business  is 
resuscitated  and  worked  on  proper  lines,  this  value  may  be 
an  increasing  one.  It  would  therefore  often  be  unfair  to 
allocate  the  loss  in  such  a  way  as  to  extinguish  the 
ordinary  share  capital  and  place  the  preference  share- 
holders in  the  position  of  becoming  the  beneficial  owners 
of  all  reversionary  rights  and  profits. 

The  tangible  assets  must  also  have  suffered  in  value. 
By  adjusting  the  los3  with  due  respect  to  the  equities  of 
the  position,  rather  than  on  a  pedantic  observance  of 
technicalities,  it  is  probable  that  a  scheme  may  be  evolved 
which  will  preserve  better  value  for  all  concerned  than  a 
realisation  could  achieve  for  any  one  class;  and  such  a 
scheme  would  deserve  the  support  of  all  classes,  even  if  it 
appeared  to  call  for  some  sacrifices  from  all.  Should  the 
company  afterwards  be  placed  in  a  good,  sound,  and 
revenue-earning  position,  the  securities  of  all  classes  will 
probably  appreciate  in  value,  and  thereby  recoup  to  the 
proprietors  a  portion  of  their  lost  capital. 

I  have  generally  found  that  a  scheme  which  appeals  to 
th.2  sense  of  fairness,  which  is  always  predominant  in  any 
large  body  oi  shareholders,  may  count  on  receiving 
sufficient  support  to  overcome  the  opposition  of  the 
narrow-minded  and  pedantic.  For  this  reason  I  woidd 
much  rather  deal  with  a  large  body  of  shareholders  than 
a  small  one.  The  opposition  of  the  man  who,  like  the 
stage  Irishman,  is  "agin"  everything,  is  submerged  by 
the  sanity  of  the  multitude  in  the  former  case,  but  it  may 
be  a  veiy  troublesome  factor  in  the  latter. 

(4)    Total  Elimination  of  any  Class  Rarely  Necessary. 

In  aome  cases,  where  an  inflated  value  has  been  placed 
upon  such  intangible  assets  as  goodwill  and  patents  at  the 
inception  of  a  company,  it  may  be  necessary  to  cut  it  out 


entirely,  with  a  corresponding  elimination  of  the  capital 
issued  in  respect  of  it,  owing  to  the  fact  that  the  goodwill 
or  patents  or  processes,  or  whatever  has  been  the  nominal 
justification  for  the  issue,  have  proved  of  little  or  no 
value,  or  that  the  company,  since  the  date  of  its  forma- 
tion, has  adopted  other  methods  of  carrying  on  its 
business. 

It  is  not  very  often  that  a  whole  class  of  shareholders 
is  wiped  out  in  a  scheme  of  reconstruction,  but  there  may 
be  cases  where  it  is  desirable.  It  was  done  recently  in  the 
case  of  a  company  in  whose  reconstruction  I  was 
interested.  The  whole  of  the  vendors'  capital  was  can- 
celled under  the  scheme  of  reconstruction,  but  they  were 
given  a  reversionary  interest  in  any  surplus  profits  which 
might  remain  after  substantial  dividends  had  been  paid 
on  the  prior  securities.  This  deferred  or  reversionary 
interest  was  represented  by  the  creation  of  deferred  shares 
of  a  nominal  amount,  so  as  not  to  affect  materially  the 
capitalisation  of  the  company. 

(5)  Jyipculty  of  Eliminating  an  Entire  Class  of  Shares, 
It  is  difficult  to  deal  with  a  reconstruction  in  this  way 
I  unless  the  particular  class  of  shares  to  be  obliterated  is 
I  held  either  by  one  person,  or  in  a  very  few  hands.    Con- 
siderable  difficulty   would    probably   be   experienced    in 
carrying  out  a  programme  of  this  character  with  regard  to 
the  securities  of  a  public  company  where  the  shares  were 
well  distributed.     It  would  naturally  provoke  the  opposi- 
tion of  the  great  body  of  the .  proprietors  who  were  to  be 
excluded    from    any    very    tangible    benefits    under    the 
scheme. 

We  went  very  near  this  course,  so  far  as  the  deferred 
shareholders  were  concerned,  in  the  reconstruction  of  the 
Welsbach  Incandescent  Gas  Light  Company,  Lim.,  which 
took  place  two  or  three  years  ago.  I  was  one  of  a  com- 
mittee appointed  by  the  shareholders  to  investigate  and 
report  on  the  affairs  of  the  company.  One  of  the  chief 
difficulties  experienced  by  the  conmiittee  was  in  settling 
the  value  of  the  intangible  assets — ^they  were  mostly 
intangible,  but  they  were  not  on  that  account  lacking  in 
substantial  value.  The  total  share  capital  of  the  company 
was  ;^3>479,539»  with  a  small  amount  of  debentures.  The 
assets  stood  at  ;£^3.5o3,859,  represented  chiefly  by  patents 
and  goodwill.  We  wrote  the  assets  down  to  ;f  14245,457,  a 
reduction  of  no  less  than  ;^2,258,402. 

The  original  capital  was  divided,  in  unequal  parts,  into 
preference  and  ordinary  stock  and  deferred  shares.  To 
meet  the  reduction  in  the  book  value  of  the  assets  we  cat 
down  the  preference  stock  by  35  per  cent.,  the  ordinary 
stock  by  75  per  cent.,  and  the  deferred  shales  by  95  per 
cent.  The  reduced  capital  of  the  preference  shareholders 
was  given  partly  in  preference  and  partly  in  ordinary 
shares,    so    that    the    holders    should    receive    a   certain 
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preferential  revenue  with  a  chief  share  in  all  surplus  profits. 
ITie  reduced  capital  of  the  ordinary  stockholders  and 
deferred  shareholders  was  given  entirely  in  ordinary 
shares.  The  company  has  now  only  two  classes  oi  capital 
instead  of  three. 

The  deferred  shax^holders  probably  recognised  that 
their  interest  was  practically  gon<e.  I  do  not  think  that 
numy  oi  them  serionsly  disputed  the  justice  of  the 
scheme,  although  it  met  with  some  active  opposition  in 
each  class.  The  real  difficulty  with  the  deferred  share- 
holders lay  in  getting  together  a  suffidenl  number  to  con- 
stitute a  quorum  for  the  class  meeting  to  auUioriM  the 
scheme.  There  was  no  great  reason  why  they  shooM 
concern  themselves  about  the  success  of  a  plan  which  only 
gave  them  a  shilling  in  the  pound.  We  had  literally  to  go 
out  into  the  highways  and  hedges  and  compel  them  to 
come  in. 

(6)  Tke  Quorum  for  a  Class  Meeting. 

The  quorum  required  to  constitute  a  class  meeting  is 
sometimes  fixed  by  the  regulations  at  so  high  a  proportnui 
of  the  whole  class  thai  it  is  very  difficult  to  get  it  together, 
even  in  cases  where  attendance  by  proxies  may  be  counted 
for  the  purpose.  Apathy  is  even  more  dangerous  than 
hostility.  Hostility  often  helps.  A  fight  always  attracts  a 
good  attendance.  The  hostile  man  comes  to  oppose,  and 
his  presence  goes  towards  making  a  quorum.  The  meet- 
ing constituted  by  his  aid  and  that  of  his  supporters  may 
carry  a  resolution  which,  in  their  absence,  would  have 
been  lost  for  lack  of  a  quorum.  I  have  sometimes  derived 
much  quiet  satisfaction  from  the  spectacle  of  an  opponent 
assisting  me  in  this  way. 

(7)  Valuations  often  Necessarily  Arbitrary, 

The  value  of  ^^1,245,457  placed  on  the  assets  in  the 
Welsbach  reconstruction  was  necessarily  a  somewhat 
arbitrary  one.  It  was  the  subject  of  much  discussion,  and, 
in  substance,  its  selection  was  a  compromise.  Great  as 
the  reduction  was,  much  might  have  been  said  in  favour 
of  making  it  greater.  If,  however,  we  take  into  account 
the  recuperative  powers  of  a  large  commercial  business 
such  as  that,  it  will,  I  think,  be  found  that  the  new 
capitalisation  was  justified  by  the  earning  powers  of  the 
company.  That,  after  all,  is  the  only  real  factor  in  assess- 
ing the  value  of  an  undertaking  of  this  sort. 

The  valuation  of  intangible  assets  is  always  a  matter  of 
considerable  difficulty,  giving  rise  to  wide  divergence  of 
opinion.  In  a  great  many  instances  the  value  at  the  com- 
mencement of  the  company  is  based  entirely  on  estimates, 
but  the  authors  of  all  estimates  are  fallible,  unless 
Glasgow  accountants  form  an  exception.  Unseen 
difficulties  may  develop,  more  economic  methods  of  manu- 
facture may  create  an  unexpected  competition ;  the  esti- 


mates are  not  borne  out,  and  considerable  depreciation 
occurs. 

(8)  Patents, 

The  gradual  shortening  of  the  life  of  a  patent  is  an 
element  which  has  also  to  be  taken  into  account.  It  by 
no  means  follows  that  the  capital  which  is  created  and 
issued  on  the  strength  of  the  acquisition  of  patent  rights 
loses  the  justification  for  its  existence  when  the  patents 
have  expired.  It  ought  to  be  the  policy  of  every  such  com- 
pany to  utilise  the  period  of  protection  afiforded  by  the 
patents  in  perfecting  its  organisation,  strengthening  its 
hold  on  ita  pazticalax  bsaafih  of  trade»  aad  w^  i 
and  cciniwilidiling  d»  caameccial  side  of  its 
that,  on  the  eviration  ol  that  pnfctntii.  tfan»  mM§.  bs  ■» 
real  diminution  of  values. 

As  an  example  of  what  may  be  done  in  this  way,  refer- 
ence may  be  made  to  the  Dunlop  Tyre  Company.  There 
is  nothing  to  admire  in  the  capitalisation  of  that  company. 
It  was  so  heavily  over-capitalised  at  its  inception  that  any- 
thing like  an  adequate  return  on  its  ciqutal  could  aot  be 
looked  ior.  But'  the  business  of  the  company  is,  neverthe- 
less, a  very  good  one,  and  it  is  commercially  progressive, 
with  the  result  that,  although  the  Dunlop  patents  have 
expired,  the  Dunlop  business  is  as  good,  if  not  better, 
to-day  than  when  it  was  protected. 

Patents  are  often  excellent  things  as  adjuncts  to  an  exist- 
ing business.  Great  numbers  of  them  are  so  used.  That 
is  their  proper  sphere.  But,  as  a  general  rule,  they  form 
a  poor  basis  for  a  new  business,  although  there  are 
notable  exceptions.  Manufacturers  constantly  find  patents 
useful  for  the  development  of  their  businesses,  but  the 
investing  public  seldom  hears  of  these  patents.  The  busi- 
ness first— ^he  patents  afterwards:  that  is  the  natural 
order.  Those  who  put  money  into  companies  formed  for 
the  express  purpose  of  exploiting  particular  patents 
nearly  always  lose  it.  The  greater  the  apparent  merit  of 
such  a  patent  the  more  likely  is  its  history  to  be  asso- 
ciated with  financial  lp>ss.  Owing  to  its  obvious  merits, 
people  are  tempted  to  speculate  in  it.  I  use  the  word 
''speculate  "  advisedly.  The  term  "invest  "  would  be  out 
of  place.  Patents  may  be  regarded  in  much  the  same  way 
as  mines.  They  may  prove  to  be  good  speculations,  but 
ttie  majority  of  them  are  financially  worthless,  so  far  as 
the  investor  is  concerned.  The  few  that  become  of  proved 
value  are  seldom  a  source  of  much  profit  to  the  pioneer. 
It  is  usually  about  the  third  owner  who  reaps  the  harvest. 

III. — Reconstructions  which   Extinguish  the  Entire  Rights 

of  a  Class. 

I  have  already  indicated  that  it  is  an  unusual  thing  to 

endeavour  to  wipe  out  the  whole  value  attaching  to  an 

entire  class  of  shares  in  a  reconstruction.     It  is  seldom 
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good  policy »  or  good  finance,  even  if  it  is  good  law.  The 
object  of  a  reconstruction  is  to  maintain  and  develop 
values  as  a  going  concern,  where  a  forced  realisation 
might  leave  even  the  capital  of  the  preference  share- 
holders unrepresented  in  whole  or  in  part.  The  rights  of 
all  parties  should  therefore  be  considered,  and  the  loss 
or  depreciation  should  be  distributed  on  an  equitable 
basis  over  the  various  classes  of  securities. 

There  was  a  case  before  the  Courts  recently — it  may  be 
heard  of  again — whene  I  was  interested  on  behalf  of 
holders  of  founders'  shares  which  the  issuing  company 
sought  to  blot  out  without  any  compensation  to  the 
holders.  I  refer  to  the  National  Bank  of  China,  Lim. 
The  capital  consisted  of  ;^i, 000,000,  of  which  ;^999,35o  was 
in  ordinary  shares  of  ;^io  each,  entitled  to  a  non-cumu- 
lative preferential  dividend  of  8  per  cent.,  and  ;^75o  was 
in  founders'  shares  of  £1  each,  entitled  to  half  the  surplus 
profits.  The  whole  of  the  ordinary  capital  has  not  been 
issued,  nor  is  it  fully  paid  up.  The  bank  has  been  divi- 
dend-paying, but  the  dividends  have  been  small,  and  it 
has  not,  so  far,  established  itself  as  a  conspicuously  suc- 
cessful institution,  although  many  influential  Chinese 
gentlemen  are  concerned  in  it.  Its  compradore  is  Mr. 
Fung  Wa  Chun,  and  it  includes  amongst  its  directors 
such  distinguished  celestials  as  Mr.  Chan  Kit  Shan  and 
Mr.  Chan  Tung  Shan. 

The  capital  was  in  great  measure  subscribed  in 
EnglaiKi,  and  transferred  to  the  East  when  the  exchange 
was  about  3s.  to  the  dollar.  In  1904  the  rate  of  exchange 
had  fallen  to  about  is.  8d.,  and  the  Bank  believed  that 
this  rate  had  come  to  represent  the  true  value  of  the  dollar, 
and  that  they  had  to  deal  with  a  permanent  loss  of  capital. 
They  accordingly  submitted  a  scheme  to  reduce  the  paid 
up  ordinary  capital  by  £^  a  share,  and  to  cancel  the 
founders*  shares,  paying  the  holders  ;^i  a  share  out  of 
profits.  It  cannot  be  denied  that  the  small  amount  of 
founders'  capital  is  no  longer  represented  by  available 
assets,  but  the  theory  that  capital  unrepresented  by  avail- 
able assets  may  be  cancelled  b  one  the  merit  of  which, 
as  Captain  Cuttle  would  say,  lies  in  its  application. 

If  the  company's  contention  is  upheld,  it  would  mean 
that  the  hold^s  of  any  small  body  of  capital  represented 
by  deferred,  or  management,  or  founders'  shares  in  a  com- 
pany created  for  the  purpose  of  conferring  certain  special 
ri^ts  or  participation  in  profit,  would  be  liable  to  have 
sach  rights  forfeited,  perhaps  without  compensation,  or, 
what  is  practically  the  same  thing,  on  repayment  of  the 
small  nominal  face  value  of  their  shares,  if  at  any  time 
there  was  a  trifling  loss  exceeding  the  microscopic  capital 
sum  to  which  such  rights  were  attached. 

I  am  not  aware  of  any  case  in  which  this  view  has  been 
upheld  by  the  House  of  Lords,  so  that  the  law  on  the 


subject  cannot  be  regarded  as  settled.  There  is  much 
need  for  a  final  decision  as  to  whether  it  is  permissible  to 
wipe  out  an  interest  in  future  profits  on  the  ground  that 
the  present  value  of  these  profits  is  a  negligible  quantity. 
The  Judge  of  first  instance  who  sanctioned  the  arrange- 
ment to  which  I  have  referred  thought  there  was  no  hard- 
ship in  this,  but  he  did  not  stop  there.  He  gave  reasons 
for  his  opinion  pertinent  to  the  particular  case,  one  of 
which  was  that  he  thought  he  might  fairly  take  the  value 
of  the  dollar  at  is.  8d.  as  likely  to  be  permanent.  But 
alas  for  the  fallibility  of  estimates,  the  exchange  has  now 

risen  to  2s. 

• 

The  principle  involved  is  one  of  importance  to  trust 
companies  and  other  investors,  and  Scots  folk  are  always 
ready  to  battle  for  a  principle.  Where  the  loss  is  less 
than  the  total  capital  of  the  junior  security  the  method 
of  applying  such  loss  to  the  reduction  of  capital  strictly 
in  the  order  of  ranking  does  no  great  harm,  beyond  leaving 
a  lop-sided  Capital  Account,  as  in  the  case  of  Watney, 
Combe,  Reid  &  Co.,  where  the  deferred  ordinary  stock 
was  reduced  the  other  day  from  ;^3, 185,410  to  £7S^t3S3>  a 
reduction  of  75  per  cent.,  to  meet  capital  losses,  but  was 
left  with  all  its  rights  in  surplus  profits  exactly  as  before. 
It  matters  little  whether  your  dividend  rights  are  attached 
to  ;£'ioo  or  to  £2^,  if  your  voting  rights  are  not  impaired. 
In  the  case  just  cited  the  voting  rights  of  the  stockholders 
were  preserved  intact  by  granting  to  the  holder  of  every 
£1  of  deferred  ordinary  stock  four  votes  instead  of  the 
one  held  previously.  But  if  an  entire  issue  is  wiped  out 
a  very  diflerent  set  of  considerations  present  themselves. 

It  is  claimed  that  there  is  a  precedent  for  the  National 
Bank  of  China  method  in  the  case  of  the  London  and 
New  York  Investment  Trust,  where  the  loss  of  capital  was 
provided  for  on  the  simple  plan  of  fir&t  cancelling  the  class 
of  shares  of  lowest  rank  (what  may  be  called  the  tail- 
enders)  and  then,  in  so  far  as  that  was  insufficient  for  the 
purpose,  in  reducing  the  next  class.  This  had  the  result 
of  extinguishing  the  founders'  shares  of  that  company 
altogether,  and  of  reducing  the  ordinary  shares  by  50  per 
cent.,  leaving  the  holders  of  the  reduced  ordinary  capital 
to  the  enjoyment  of  all  their  own  rights,  plus  the  rever- 
sionary rights  formerly  belonging  to  the  founders.  The 
reduction  was  sanctioned  by  Mr.  Justice  Stirling,  but  the 
case  was  not  very  strenuously  contested,  the  prospects  of 
any  revival  of  values  and  increase  of  profits,  such  as 
would  entitle  the  founders'  shares  to  a  dividend,  being 
wholly  remote. 

IV.— -A     Rearrangement    for     getting     Rid     of     Uncalled 
Liability, 

You  may  be  interested  in  an  illustration  of  a  rearrange- 
ment of  capita],  without  the  intervention  of  the  Court, 
for  the  piu-pose  of  getting  rid  of  a  liability  on  the  shares. 
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The  Trustees,  Executors  aaid  Securities  Insurance  Corpo- 
ration, Lim.,  of  which  I  have  the  honour  to  be  chairman, 
had  a  capital  standing  at  the  aristocratic  figure  of  a 
nullion  guineas  in,  200,000  shares  of  five  guineas  each. 
These  shares  were  paid  up  to  the  extent  of  £2  5s.,  leaving 
a  liahility  of  ;f  3  a  share. 

This  liability  had  a  prejudicial  effect  on  the  price  of  the 
shaies.  People  have  been  hit  so  often  by  uncalled 
liabilities  that  many  investors  now  refuse  to  have  anything 
to  do  with  securities  that  are  not  fully  paid  up.  Executors 
will  seldom  hold  them,  and,  as  holders  die  and  their 
shares  come  upon  a  market  where  there  are  often  no 
buyers,  the  price  is  bound  to  suffer,  to  the  detriment  of 
the  deceased's  estate.  In  this  case  we  could  not  write  off 
the  uncalled  portion  under  a  reduction  of  capital,  because 
there  was  an  issue  of  irredeemable  debentuxe  stock 
specifically  secured  on  the  uncalled  capital.  We  could 
only  induce  the  debenture-holders  to  release  this  charge 
by  agreeing  to  substitute  paid-up  capital  for  uncalled 
capital. 

But  the  shareholders  had  no  wish  to  pay  up  £;^  a  share, 
or  ;£6oo,ooo.  So  we  split  each  £s  5s.  share,  £2  5s.  paid, 
into  two  shares  of  £2  12s.  6d.  each,  £1  2s.  6d.  paid  and 
£1  I  OS.  unpaid ;  one  share  being  made  &  4%  per  cent, 
preference  share  and  the  other  remaining  an  ordinary 
share.  We  then  applied  ;f  75.000  of  surplus  profits  in  pay- 
ing up  7s.  6d.  a  share  on  the  new  ordinary  shares,  making 
them  £1  los.  paid  and  ;^i  2s.  6d.  unpaid.  It  was  then 
arranged  that  any  shareholder  might  have  his  new  pre- 
ference share  (;^i  2s.  6d.  paid)  sold  for  that  amount,  the 
proceeds  being  applied  to  pay  up  the  remaining  liability 
on  his  new  ordinary  shares.  The  result  was  that  the  holder 
of  an  old  undivided  share  of  £$  5s.,  with  £2  5s.  paid  up, 
and  an  uncalled  liability  of  £3^  became  the  holder  of  a 
new  ordinary  share  £2  12s.  6d.,  fully  paid  up.  We  then 
called  up  the  liability  of  £1  ids.  on  the  new  preference 
shares. 

The  machinery  seems  a  little  complicated,  buit  the 
immense  majority  of  our  proprietors  took  to  it  with  much 
rapidity  of  comprehension,  and  the  final  outcome  was 
simplicity  itself.  The  whole  of  the  uncalled  liability  was 
paid  up,  without  any  cost  to  the  ordinary  shareholders. 
Two  years  ago  the  market  value  of  their  shares  was  under 
;^30o,ooo.  To-day  it  is  over  ;^5oo,ooo.  The  proprietors 
who  benefit  by  that  increased  capital  value  have  not  been 
required  to  find  a  penny  of  new  money.  And  yet  we  met 
with  an  organised  though  ineffectual  opposition  when 
carrying  the  scheme  through,  the  most  aggressive 
opponent  being  "A  brither  Scot " — an  unchartered 
accountant — a  native,  I  believe,  of  Paisley. 

V. — A    Rearrangement   to    Secure    an    Increasing   Reversion 
for  the  Holders  of  Junior  Securities. 
I  do  not  wish  to  weary  you  with  successive  illustrations. 
The  variety   of  types  of  reconstructions   and   rearrange- 


ments is  great.  But  perhaps  I  may  be  allowed  to  cite  one 
other  case,  again  from  experience,  as  it  is  a  little  out  of 
the  ordinaiy  run  of  these  things.  I  refer  to  a  reairrange- 
ment  of  debenture  debts  to  secure  an  increasing  reversion 
far  ihi^  holders  of  junior  securities  and  shares,  where  a 
liquidation  and  repayment  of  the  various  charges  in  the 
order  of  their  ranking  would  have  had  a  prejudicial  effect 
on  such  issues. 

The  method  was  adopted  in  connection  with  the  sale 
of  the  Central  Bahia  Railway  to  the  Brazilian  Govern- 
ment. This  railway  was  built  and  equipped  by  an  English 
company.  In  common  with  several  other  South  American 
railways,  formed  about  the  same  time,  it  was  built  undef 
a  guarantee  of  income  given  by  the  Brazilian  Government. 
But  the  guarantee  was  for  a  limited  period  of  thirty  years, 
and  in  1901  it  had  only  seven  more  years  to  run.  The 
traffic  development  had  been  disappointing,  and  there 
were  no  grounds  for  assuming  that,  during  the  remaining 
seven  years,  the  earnings  would  increase  sufficiently  to 
provide  a  revenue  which  would  meet  the  fixed  charges. 

After  considerable  negotiation  the  Brazilian  Govern- 
ment offered  to  purchase  the  railway  for  the  sum  of 
;^i,  135,000  or  thereabouts,  payable  in  what  wene  known  as 
"4  per  cent,  railway  guarantee  rescission  bonds."  The 
bonds  at  their  face  value  were  sufficient  to  repay  the  out- 
standing debentures  of  the  railway,  amounting  to 
;£'7i  1,700,  and  to  allow  a  substantial  return  on  its  capital 
stock  of  ;£'67i,26o.  But  if  the  rescission  bonds  had  been 
realised  for  the  purpose  of  repaying  the  debentures  and 
liquidating  the  company's  capital  serious  loss  must  have 
been  incurred,  as  the  average  market  value  of  similar 
Brazilian  Government  bonds  at  that  time  was  only  about 
66^'  per  cent.  The  sum  produced  by  the  sale  of 
;^i,  135,000  of  these  bonds,  even  at  that  price,  would  have 
left  a  very  small  surplus  for  the  holders  of  the  capital 
stock  after  repaying  a  debenture  debt  of  ;£7i  1,700,  while 
you  can  well  imagine  the  effect  on  the  market  price  of  an 
endeavour  to  sell  a  block  of  that  magnitude. 

My  firm  were  accordingly  instructed  by  the  board  to 
formulate  a  scheme  under  which  the  whole  of  the  rescis- 
sion bonds,  receivable  as  the  purchase-price  of  the  railway, 
were  to  be  vested  in  the  directors  of  the  company  as 
trustees  for  the  benefit  of  all  concerned.  The  scheme  pro- 
vided that  the  various  classes  of  debentures,  of  which 
there  were  three,  and  the  stockholders,  should  leave  their 
scrip  with  the  trustees  on  certain  terms  and  conditions. 
Against  this  scrip  the  trustees  issued  two  classes  of  certifi- 
cates, namely,  "  A  "  certificates,  amounting  to  ;f 960,575, 
ranking  first  for  4  per  cent,  interest,  in  exchange  for  the 
debentures,  and  ''  B "  certificates,  amounting  to 
,^671,260,  entitled  to  the  surplus,  in-s^xchange  jf or  the 
capital  stock.  Digitized  by  VjOOQIC 
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The  holders  of  the  three  issues  of  debentures  were  given 
"  A  "  certificates  in  proportions  arrived  at  on  a  careful  and 
delicate  adjustment  of  the  value  of  their  respective 
positions  as  regards  both  capital  and  income.  They  were 
thus  furnished  with  security  for  capital,  and  permanent 
safety  of  income,  whereas,  formerly,  their  revenue  was 
only  reasonably  secured  for  a  further  period  of  about 
seven  years.  The  surplus  in  capital  and  revenue  accrued 
to  the  **  B  "  certificate-holders. 

The  terms  of  the  trust  provided  that,  when  the  Govern- 
ment redeemed  their  bonds,  as  they  were  bound  to  do 
under  the  sinking  fund  provisions  attaching  to  the  issue, 
the  proceeds  were  to  be  applied  in  redemption  of  "  A  " 
certificates,  by  purchase  or  drawings,  whichever  might  be 
cheaper,  thereby  increasing  the  reversionary  interest 
belonging  to  the  holders  of  the  capital  stock  from  year  to 
year.  This  trust  has  now  been  in  operation  for  four  years, 
/i 1 7,921  of  the  "A"  certificates  have  been  redeemed,  and 
a  considerable  value  has  accrued  to  the  stockholders, 
while  it  is  expected  that,  as  time  goes  on,  the  accretion  of 
value  will  become  progressively  larger. 

The  scheme  differs  materially  from  the  Tontine  method, 
because  those  who  drop  out  are  paid  out,  but  the  benefits 
for  those  who  remain  are  similar  in  kind  because  the  value 
of  their  reversion  is  constantly  increasing. 

The  expenses  of  conducting  a  trust  of  this  nature  are 
small,  and  the  benefits  to  be  derived  by  the  stockholders 
arc  great,  whereas  if  the  company  had  been  placed  in 
liquidation  for  the  purpose  of  realising  the  rescission 
bonds  and  distributing  the  cash  according  to  the  rights 
and  interests  of  the  various  holders,  it  must  inevitably 
have  lesulted  in  serious  loss  to  the  shareholders,  if  not 
also  to  the  holders  of  some  of  the  junior  debenture 
securities. 

VI.— Concluding  Remarks. 

Well,  gentlemen,  we  have  covered  a  good  deal  of  ground 
to-night.  Perhaps  you  may  think  the  area  too  extensive,  but 
there  are  still  aspects  of  the  subject  that  have  been  left  un- 
toDched.  I  do  not  expect  you  to  have  absorbed  all  that  has 
been  said  while  it  was  being  said.  You  will  doubtless  give  it 
further  study.  One  of  my  partners,  who  read  my  manuscript, 
remarked  that  the  only  criticism  he  had  to  offer  was  that  it 
was  likely  to  produce  a  sort  of  mental  indigestion  on  the  part 
of  the  student  who  endeavoured  to  absorb  it  all  at  one  sitting. 
I  do  not  know  whether  yon  will  regard  this  criticism  as  a 
compliment  or  the  reverse.  I  acknowledge  that  what  I  have 
placed  before  yoa  to-night  has  been  pieced  together  at  odd 
moments,  and  in  late  hours,  during  a  time  of  much  stress, 
when  business  claims  have  been  unusually  heavy,  and.  there 
has  been  serious  illness  at  home.  This  must  be  my  excuse  for 
the  more  manifest  imperfections  of  the  lecture,  which  would 


have  been  even  greater  if  another  of  my  partners,  Mr.  Andrew 
Wilson  Tait,  had  not  very  kindly  aided  me  with  some  notes  on 
the  subject,  the  use  of  which  I  gratefully  acknowledge,  while 
Mr.  George  May  Simmonds,  a  member  of  the  firm  of 
Messrs.  Slaughter  &  May,  the  well-known  company 
solicitors,  has  been  good  enough  to  read  through  that  part 
of  the  manuscript  relating  to  the  machinery  provided  by  law 
for  effecting  reconstructions,  and  has  pronounced  it,  in  the 
words  of  our  own  certificates,  "  to  be  properly  drawn  up." 

In  dealing  with  a  subject  of  this  sort  one  necessarily 
dwells  on  the  means  by  which  reconstructions  are  carried 
out.  You  can  learn  all  about  that  side  of  the  question  from 
lectures  and  text-books.  None  of  you  can  afford  to  neglect 
the  information  which  these  will  give  to  you,  if  you  are 
earnestly  desirous,  as  I  hope  you  all  are,  of  taking  a 
prominent  position  in  your  profession. 

The  highest  value  of  the  service  of  accountants  does  not, 
however,  belong  to  work  of  a  mere  executive  character,  but 
to  the  creative  part.  If  you  wish  to  excel  in  yoa r  profession, 
and  especially  in  that  branch  of  it  which  we  are  discussing 
to-night,  you  must  cultivate  a  constructive  habit  of  mind. 
The  power  to  destroy  is  common.  As  Lord  Beaconsfield 
once  said  :  •'  A  fool  can  set  fire  to  a  palace."  But  the  power 
to  conserve  and  create  is  rare.  You  may  all  take  legitimate 
pride  in  the  fact  that  you  are  students  of  a  profession  whose 
work  is  largely  of  a  kind  that  makes  for  the  preservation  and 
development  of  value  and  the  prevention  of  insolvency. 
Nearly  every  business  saved  from  liquidation  by  a  recon- 
struction means  a  better  value  for  its  assets  and  a  continuation 
of  employment  for  those  engaged  in  it. 

The  creative  part  which  this  involves — the  part  which  each 
of  you  must  thoughtfully  work  out  for  himself,  with  much 
study,  in  each  case  as  it  arises — is  the  most  difficult,  as  it 
is  the  most  important.  No  text-book  can  teach  you  how  to 
hold  a  delicate  and  even  balance  between  conflicting,  and  often 
hostile  interests  ;  how  to  reconcile  the  preservation  of  equit- 
able reversionary  rights  with  due  respect  for  the  maintenance 
of  priorities ;  how  to  climb  over,  or  tunnel  under,  or  travel 
round  the  many  obstacles,  legal,  commercial,  financial,  and 
often  merely  perverse,  that  beset  the  path  of  the  recon- 
structor.  These  things  you  must  evolve  from  some  part  of 
your  own  cosmos,  assisted  by  experience,  observation, 
intuition,  and  Scottish  sagacity.  Some  aptitude  for  finance, 
natural  or  acquired,  is,  of  course,  a  necessary  portion  of 
your  equipment ;  but  all  the  world  knows  that  Scotsmen 
belong  to  one  of  the  two  great  races  who  are  most  gifted  in 
that  respect.  I  feel,  therefore,  that  in  this  Glasgow  gather- 
ing I  am  probably  addressing  men  who  will  take  an  active 
part  in  the  successful  reconstructions  of  the  future.  It  has 
been  a  pleasure  to  me  to  put  together  the  notes  of  this 
lecture  for  your  consideration,  and  I  sinc^^y  trust  that  it 
may  be  of  some  small  profit  to  yM'^^^  ^^  ^^:j\  ^ 
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Chartered  Accountants  Students'  Society 
OF  LoNDON.-We  are  asked  to  state  that  the  Joint  Debate 
with  the  Law  Students'  Debating  Society  on  Wednesday, 
4th  April,  will  commence  at  y  p.m.  to  meet  the  convenience 
of  th^  Law  Students,  instead  of  6 
announced. 


p.m.,   as    previously 


The  return  football  match,  under  the  title  of  «•  President's 
V.  Vice-President's,"  between  the  teams  from  the  offices  of 
Messrs.  Gane,  Jackson,  Jefferys,  Wells  &  Co..  and  Messrs. 
W.  B.  Peat  &  Co..  was  played  at  Lake  House  Park, 
Wanstead,  on  Saturday  last.  At  the  previous  meeting  on 
January  6th  the  -Vice-President's"  won  by  4  goals  to  3, 
but  on  this  occasion  the  result  was  reversed,  the  "  Presi- 
dent's "  team  winning  a  fast  and  interesting  game  by  3  goals 
to  2. 


The  CORNHILL  Magazine  for  April  contains  the  customary 
instalments  of  "  Sir  John  Constantine,"  by  Mr.  A.  T.  Quiller- 
Couch,  and  "  Chippinge,"  by  Mr.   Stanley  J.   Weyman.    The 
series  "  From  a  College  Window"  comes  to  a  conclusion  with  a 
meditation  upon  the  real  meaning  of  "  Religion."    In  "  The  New 
House  of  Commons,"   Mr.  J.   H.  Yoxall,   M.P.,  recalling  (he 
famous   picture   of   the  first  reformed   Pariiament,  drawn  by 
Mr.  Tittlebat  Titmouse,  of  Yatton,  in  Samuel  Warren's  ••  Ten 
Thousand  a  Year,"  gives  the  lively  impressions  made  by  the 
Parliament   of    1906  upon  a   new  member  in   the   person   of 
Mr.  Titmouse's  grandson.     "  A  Journey  of  Surprises,"  by  Mrs. 
Archibald   Little,  gives  an  account  of  travel  in   the  scarcely 
explored  Chinese  province  of  Yunnan ;  while  short  stories  are 
"  Shadows  of  Degrees,"  by  Mr.  Arthur  H.  Henderson,  and  ••  An 
Easter  Offering." 
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The  Chartered  flcconntants' 
Benevolent  assoclatinn. 

Prtsidtnt : 

E.  WATBRHOUSE,  Esq. 

Tr»asuf§rs : 

J.  DIX  LEWIS,  Esq. 

F.    W.    PIXLEY,    Esq. 

GERARD  VAN  DE  LINDE,  Esq. 

Bank»rt : 

WILLIAMS  DEACON'S  BANK,  LIM. 

During  the  year  ended  31st  March  1905,  Relief  was 
granted  in  27  cases  to  the  amount  of  ^776  2s.  6d. 

Donations  and  Annuities  to  necessitous  Members 
are  paid  only  out  of  the  net  Income  received  from 
Annual  Subscriptions  and  Investments. 

A"  Donations  and  legacies  are  invested. 

Member?  of  the  Institute  of  Chartered  Accountants 
are  earnestly  requested  to  become  Members  of 
the  Association. 


MOOROATB  PlACK, 

London,  B.C. 


GEORGE    COLVILLE. 

Secr$tary, 
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Extract  from  Anditingt  by  Lawksmcb  R.  Dicksbb,  F.C.A. 
iPag»  190) 
Liemiud  Homn  prewnt  some  rather  special  features.  The  goodwill 
attaeblng  to  the  Uoanse  gives  the  lease  or  freehold  of  licensed  premises 
a  maiket  Taloe  greatly  in  excess  of  their  real  value  as  buildings.  To 
be  praperly  considered,  the  value  of  the  premises  and  the  license  mutt 
bs  separatfd.  The  fonner  should  be  depreciated  in  the  usual  way, 
laavfaig  the  license  alone  to  be  considered.  A  license  on  freehold  pce- 
miies  does  not  depreciate,  but  a  license  on  leasehold  premises  passes 
away  with  the  p?emiaes  and  must  therefore  be  depreciated  like  a  lease. 
A  lloeiiae  mayatany  time  be  loet— either  for  misconduct  or  for  no  roa^ 
:  this  is  a  contlngwncy  outside  the  scope  of  depredation.  It 
I  be  provided  against  by  Insurance,  which  would  appeat 
l»be  a  moit  prudent  oontae  to  adopt. 

For  fiin  partiflalan  as  to  U0BHBB8  II8UBAV0B  apply  to- 

UOENBBB  INSURANCE  GOBPOBATIOH 
AND  GUARANTEE  FUND,  Limited, 
24  MOORQATE  STREET,  LONDOS 


Mwdruiv  BosixieM 


Lioensed  Property* 


Lioeojes  Insured  and  Loans  and  Debentures  on 
Licensed  Property  of  every  description  guaranteed. 


The  CMpltaliBsd  Value  of  the  Qoodwill  of  a  Licensed  Buslneu 
ie  the  ftdue  of  the  lloens/d,  and  majf  be  estimated  upon  a  mere 
Mteral  basis  if  the  iieense  is  insured. 


in  (Bnghnb  anb  W&rUb. 


■XAMINAT10N8. 


The  next  Examinations  will  be  held  on   the  following 

The  Preliminary  Examination  on  the  12th,  13th,  and 
X4th  Jane  1906. 

The  Intermediate  Examination  on  the  22nd  and  23rd  May 
1906. 

The  Final  Examination  on  the  29th.  30th,  and  31st  May 
1906. 

Persons  desiring  to  present  themselves  for  examination 
must  give  notice  to  the  Council  at  least  thirty  days  before 
the  date  of  the  Examinations,  at  the  same  time  forwarding 
the  examination  fee.  I 

Full  particulars  and  forms  may  be  obtained  at  the  oflfice  | 

of  the  Institute,  Moorgate  Place,  London,  E.G.,  and  at  the  ' 

various  Branch  Libraries.  > 

By  order  of  the  Council,  I 

GEORGE  COLVILLE,  . 

April  2906  Secretary'. 


Wheatley  Kirk,  Price  &  Co., 
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PMRtoDtcAL  Valuations  at  spkcial  rates 

ANNUAL     INSPECTIONS     FOK    DEPRECIATION. 

SALES  OF  WORKS  BY  PRIVATE  TREATY. 

PARTNERSHIPS    IN    ENOINEERINO    PROFESSION     ARRANOEt 


46   Watling    Street,    London,  E.a 

and   ALBERT    SQUARE.    MANCHESTER. 
TftLBPHONB  5,077  Bamk.       Tblbgbam*— "  INDICES,  LONDON.' 


Betd.  1891. 


GUARDIAN 

ASSURANCE    COMPANY,    Limited. 


FIRE,     LIFE,     ACCIDENT, 

AND    BURGLARY    INSURANCE 


Total  Funds  over  £5,000,000. 

Hbad  Officb:— 11  LOMBARD  STREET,    LONDON. 
Law   Courts   Branch  :— 21   FLEET   STREET. 


XeaMtid  Hrtfcles. 


Profits  and  Dividends. 


'TPHE  case  of  The  Wemyss  Collieries  Trust, 
Lint.  V.  Melvill,  recently  decided  in  the 
Scottish  Courts,  revives  a  matter  of  perennial 
interest  to  our  readers^^namely,  the  somewhat 
important  distinction  between  profits  earned 
and  profits  available  for  distribution.  As  our 
readers  are  aware,  it  has  more  than  once  been 
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decided  that  a  company  is  entitled  to  distri- 
bute a  dividend  among  its  members  when  in 
point   of  fact,  at  least   from   an  accountant's 
point  of  view,  there  are  no  profits  available  for 
distribution — cg.^   Verfier  v.   The   General  and 
Commercial  Investment  Trusty  Lim.,  and  Cox  v. 
The  Edinburgh  District    Tramways  Co.,  Lim, ; 
and  per  contra  it  has  been  held  that  a  reahsed 
profit   made   under  certain    circumstances   is 
not  available  for  distribution — e.g.,  Foster  v. 
The    New    Trinidad    Lake  Asphalte  Co.,  Lim, 
Although   the   actual   decisions  are   not   very 
numerous,   instances   might   be    cited    almost 
indefinitely  of  companies  who  have  declared  a 
dividend  when  from  an  accountant's  point  of 
view  there   were   no   divisible  profits,  and  of 
companies  who  have  been  advised   that  they 
ought  not  to  declare  a  dividend  even  although 
it  may  be  beyond  doubt  that  the  value  of  their 
existing  assets  considerably  exceeded  the  amount 
of  their  liabilities  and  paid-up  capital.     Quite 
another  class  of   decision   was  that    of    Mr. 
Justice    Farwell    in     Bond     v.    The    Barrow 
Hcematite    Steel    Co.,    where    the    effect    was 
that    the    decision    of    the    directors    as    to 
the  necessity  or  desirability  of  applying  profits 
towards  the  rehabilitation  of  depreciated  assets 
was  binding  upon  all  classes  of  shareholders, 
even    although,   under  the    somewhat    extra- 
ordinary articles  of  association   of  that  par- 
ticular    company,  the     shareholders     chiefly 
concerned  had  no  voice  in  the  management  of 
the    undertaking  or    in   the   selection   of  its 
directors. 

It  would  be  unwise  for  any  mere  layman 
to  attempt  to  draw  general  conclusions  from 
such  a  series  of  decisions,  which  are  obviously 
not  founded  upon  any  recognised  underlying 
principle,   but    are    merely    the    outcome    of 


so  many  cases — often  possessing  but  little  in 
common — which  have  never  been  seriously 
argued  upon  their  merits  apart  from  the  law, 
and  which  have  (with  the  notable  exception  of 
Foster's  case)  been  invariably  settled  upon  the 
lines  that  it  is  open  to  a  solvent  company  to  do 
exactly  as  it  pleases  so  long  as  creditors  are 
not  defrauded.  This,  of  course,  is  in  itself  a 
fairly  reasonable  principle  for  the  Courts  to  go 
upon,  more  especially  in  view  of  the  admitted 
uncertainty  of  the  law  relating  to  the  matter. 
But  from  the  point  of  view  of  accountants  the 
eminently  unsatisfactory  feature  of  this  policy 
of  non-interference  is  that  it  deprives  auditors 
of  any  sort  of  support  when  they  sound  the 
first  note  of  warning  as  to  the  imprudence  of 
continuing  upon  any  particular  line  of  financial 
conduct,  while  reserving  the  right  to  turn  round 
upon  them  at  a  later  stage  if  anything  should 
go  wrong,  and  then  say  that  it  is  they  who 
have  neglected  their  duties. 

In  the  nature  of  things  the  auditor,  if  he  is 
really  competent,  will  in  all  probability  foresee 
the  ultimate  result  of  paying  a  dividend  not 
justified  by  the  profits  both  sooner  and  more 
clearly  than  those  who  have  not  the  advantage 
of  his  special  knowledge.  If  he  is  able  to  con- 
vince the  directors  that  he  is  right,  the  result  is, 
of  course,  satisfactory  in  every  sense,  save  that 
probably  none  of  the  parties  concerned  realise 
how  much  they  owe  to  the  foresight  and  firmness 
of  the  particular  auditor  in  question.  But  if,  on 
the  other  hand,  the  directors  do  not  agree  with 
the  auditor,  or  if,  while  agreeing  in  general 
terms,  they  are  indifferent  to  what  may  happen 
later  so  long  as  large  dividends  be  paid  in  the 
present,  then  we  may  take  it  that  for  all  prac- 
tical purposes  the  auditor  is  helpless,  and  that 
the  one  result   likelv  to  be  achieved  by  his 
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communicating  his  convictions  to  the  share- 
holders will  be  that  another  auditor  of  less 
pessimistic  views  will  be  elected  in  his  stead. 

Under  such  circumstances  it  is  hardly  to  be 
wondered  at  if  auditors  sometimes  adopt  the 
view  that  so  long  as  a  dividend  can  be  legally 
declared  it  is  a  matter  with  which  they  are 
in  no  way  concerned.  This  frame  of  jnind 
receives  the  strongest  support  from  the 
deliberate  statement  of  a  well-known  Lord 
Justice  of  Appeal,  who  is  reported  to  have  said 
that  it  is  nothing  to  an  auditor  whether  a 
business  is  prudently  or  imprudently  con- 
ducted, whether  or  not  dividends  are  paid  out 
of  capital.  As  a  statement  of  the  law  this  can, 
no  doubt,  be  unreservedly  accepted.  The  duty 
of  the  auditor  is  to  report  to  the  shareholders ; 
and,  having  reported,  it  is— from  a  lawyer's 
point  of  view  at  least — no  concern  of  the  auditor 
whether  the  shareholders  choose  to  listen  to 
his  warning  or  not. 

But  if  the  auditor,  recognising  the  fatuity  of 
making  himself  unpopular  by  warnings  about 
the  future,  should  be  unguarded  enough  to 
refrain  from  reporting  to  the  shareholders  any- 
thing which  they  have  a  legal  right  to  know 
then,  so  far  as  may  be  judged  by  past  results, 
his  conduct  is  to  be  reviewed  not  from  what 
was  known  at  the  time  when  the  lapse  took 
place ;  not  from  the  point  of  view  of  what  the 
shareholders  would  probably  have  done  or  not 
have  done  had  they  then  known  all  that  they 
now  complain  has  been  withheld  from  them ; 
but  rather  is  he  to  be  judged  in  the  light  of 
subsequent  events,  as  though  his  omissions  in 
the  past  had  really  and  seriously  a  definite 
bearing  upon  what  happened  thereafter. 
That,  at  least,  is  the  attitude  that  was  adopted 
by  the  Courts  in  the  London  and  General  Bank 


case  and  in  the  earlier  stages  of  the  Kingston 
Cotton  Mill  case ;  and  it  has  so  far  dominated 
subsequent  events  that  in  numerous  instances 
claims  against  auditors  have  been  settled  out 
of  Court  by  practitioners  who  had  the  good 
sense  to  realise  that  they  could  not  expect 
fair  treatment  in  Court. 

What  can  only  be  described  as  a  judicial 
somersault  took  place  in  the  case  of  The  London 
Oil  Storage  Co,,  Lim,  v,  Seear,  Hasluck  <?•  Co., 
in  which  an  auditor — whose  subsequent  bank- 
ruptcy renders  any  detailed  criticism  of  his 
actions  unnecessary — was  held  liable  in  the 
nominal  sum  of  five  guineas  for  negligence 
extending  over  a  period  of  four  years.  But  we 
question  whether  any  of  our  readers  will  care 
to  take  advantage  of  a  judgment  which  says  in 
effect  that  an  auditor  need  not  count  a  balance 
of  cash  in  hand,  because  if  the  directors  do  not 
themselves  see  that  it  is  intact  they  are  guilty  of 
gross  negligence.  Even  if  such  a  decision  were 
to  be  upheld  by  the  House  of  Lords,  it  could  not 
be  seriously  regarded  as  having  any  bearing 
one  way  or  the  other  upon  the  professional 
duties  of  an  auditor  towards  his  clients. 

But  in  the  case  which  we  referred  to  at  the 
commencement  of  this  article  the  question  at 
issue  was  not  the  duties  and  liabilities  of 
auditors,  but  the  rights  of  preference  share- 
holders to  be  paid  their  preference  dividend 
when  in  point  of  fact  profits  sufficient  for  that 
purpose  had  admittedly  been  earned  by  the 
company.  The  holders  of  preference  shares  in 
the  Wemyss  Collieries  Trust,  Lim.,  were 
entitled  to  a  preferential  cumulative  dividend  of 
4^  per  cent.,  and  a  further  i  per  cent,  if 
sufficient  profits  remained  to  provide  therefor 
after  payment  of  a  dividend  of  5  per  cent,  to 
the  ordinary  shareholders.     In  a  sense  it  was 
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admitted  that  there  were  sufficieDt  profits  to 
provide  for  this  additional  i  per  cent,  prefer- 
ence dividend,  but  the  directors,  relying  upon 
an  article  which  gave  them  full  power  before 
recommending  any  dividend  to  set  aside  out  of 
the  profits  such  a  sum  as  they  might  think 
proper  as  a  Reserve  Fund  to  meet  contin- 
gencies or  for  other  purposes,  carried  the 
surplus  profits  to  such  Reserve.  The  preference 
shareholders  objected  to  this  course,  but  the 
Court  held  that  the  question  was  not  merely 
one  of  the  construction  of  the  company's 
articles  of  association  :  it  went  to  the  root  of  the 
whole  matter  of  company  management,  which 
rested  upon  the  principle  that,  subject  to  the 
control  of  a  general  meeting,  the  directors  are 
constituted  the  judges  of  what  profits  are 
available  for  dividend,  and  the  rights  given  to 
shareholders  are  subordinated  to  the  exercise  of 
such  directorial  discretion. 

We  are  aware  that  it  is  sometimes  a  little 
unkind  to  apply  a   legal  decision   to  slightly 
different  circumstances  and  ask  whether  it  is 
seriously  suggested  that  it  would  then  be  sound ; 
but,  after  all,  a  decision  which  rests  upon   a 
sound  principle  must,  in  the  nature  of  things, 
be  one  that  is  of  general  application.    That 
being  so,  we  should  Hke  to  inquire  whether  in 
the  event  of  preference  dividends  being  non- 
cumulative  it  would  be  legitimate  for  directors 
of  a  company  to  make  ample  provisions  for 
contingencies  in  those  years  when  the  effect  of 
so  doing  would  be  to  curtail  the  preference 
dividend,  and  to  make  little  or  no  provision  in 
years  when  the    preference    dividend    would 
remain     unaffected     whichever    course    were 
pursued.    We  cannot  help  thinking  either  that 
our  knowledge  of  the  case,  which  is  gathered 
from  an  editorial  in  the  Law  Journal^  is  in- 


correct in  certain  important  details,  or  else 
that  the  Scottish  Judge  has  misapprehended 
the  position.  Directors  have,  it  seems  to  us, 
the  right  to  make  all  necessary  Reserves  before 
arriving  at  profits  available  for  distribution,  but 
the  onus,  we  think,  rests  with  them  to  show 
that  such  Reserves  have  been  made  in  good 
faith  and  in  the  interests  of  the  company 
generally  rather  than  in  those  of  any  section  of 
its  members. 


"  BfN>kkeepins:  on  the  51ip  and  Card  Systems.' 


f  N  our  issue  of  the  loth  ult.  will  be  found  a 
^  report  of  an  interesting  paper  read  by 
Mr.  E.  E.  Price,  F.C.\.,  at  a  recent  meeting 
of  the  Newcastle  Chartered  Accountants 
Students'  Society,  on  the  subject  of  Book- 
keeping on  the  Slip  and  Card  Systems,  which 
will  doubtless  have  already  attracted  the 
attention  of  our  readers.  The  paper  now 
before  us  is  not  Mr.  Price's  first  contribution 
upon  this  important  subject;  and  indeed  it  may 
fairly  be  said  that  he  has  been  among  the 
first  to  draw  attention  to  the  enormous  pro- 
gress that  has  been  made  by  Slip  and  Card 
Systems  of  accounting  during  recent  years, 
and  has  done  much  to  familiarise  the  accoun- 
tant student  with  methods  which,  in  spite  of 
all  prejudice  and  opposition,  are  undoubtedly 
destined  to  occupy  an  even  more  important 
position  in  the  future  than  in  the  past.  The 
lecture  was  illustrated  by  a  number  of  lantern 
slides,  which  must  have  materially  added  to 
its  interest  at  the  time,  and  helped  to  clear 
up  many  points  that  might  otherwise  have 
been  in  doubt ;  but  as  we  have  not  been  able 
to  reproduce  anything  like  all  of  these  illustra- 
tions in  our  report,  i|jtj^d^6([^^^^  ^^^^  ^^ 
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latter  must  of  necessity  suffer  in  consequence, 
at  all  events  so  far  as  those  who  have  no 
previous  acquaintance  with  the  system  are 
concerned.  This,  however,  is  a  defect  which 
may  to  a  very  large  extent  be  remedied  by 
reference  to  our  issue  of  the  8th  March  igo2, 
where  a  fall  report  will  be  found  of  a  paper 
on  "  Ledger  Posting  on  the  Slip  System,*' 
read  by  Mr.  Price  at  a  meeting  of  the 
Chartered  Accountants  Students'  Society  of 
London. 

If  there  be  a  fault  in  the  paper  now  under 
consideration  it  is  that  it  deals  rather  with 
the  requirements  and  possibilities  of  a  system 
of  accounts  adapted  to  meet  the  needs  of 
some  particular  concern,  rather  than  with 
the  underlying  principles  which  are  to  a  very 
large  extent  conmion  to  all.  When  the 
underlying  principles  are  already  clearly 
understood,  attention  may,  it  seems  to  us,  be 
very  suitably  and  properly  directed  to  appli- 
cations of  those  principles  most  suited  to  the 
special  requirements  of  any  given  set  of  circum- 
stances. But  when  the  principles  themselves 
are  not  very  clearly  apprehended — as  must 
be  the  case  with  regard  to  Slip  and  Card 
Systems,  so  far  at  least  as  the  majority  of 
accountant  students'  are  concerned — it  is, 
we  think,  by  no  means  equally  certain  that 
attention  can  be  profitably  directed  in  the 
first  instance  to  detailed  applications  adapted 
to  the  requirements  obtaining  under  special 
circumstances.  What  is  more  important,  at 
all  events  in  the  first  instance,  seems  to  be 
a  firm  grasp  of  the  possibilities  of  the  system, 
and  of  its  necessary  limitations.  It  is,  we 
think,  owing  to  a  failure  to  appreciate  the 
existence  of  such  limitations  upon  the  part 
of  some  of  its  advocates,  that  the  system  has 


come  in  for  more  than  its  fair  share  of 
criticism  at  the  hands  of  accountants  and 
business  men  generally.  But  it  is  difficult  to 
know  what  else  could  in  reason  be  expected, 
when  advice  upon  methods  of  accounting  is 
sought  from  the  manufacturing  stationer  rather 
than  the  professional  accountant.  Five  or 
six  years  ago,  of  course,  the  majority  of  accoun- 
tants in  this  country  knew  little  about  Card  or 
Slip  Systems,  and  those  interested  in  the  matter 
were  more  or  less  obliged  to  rely  for  informa- 
tion upon  those  business  houses  who  undertook 
the  supply  of  the  necessary  stationery. 
It  was  obviously,  however,  unwise  and  un- 
businesslike to  accept  their  statements  on 
the  subject  as  the  advice  of  qualified  and 
disinterested  experts  in  accounts,  and  in  the 
inevitable  reaction  it  is  to  be  feared  that  the 
system  was  too  often  blamed  for  what  were 
merely  defects  in  its  application.  It  would 
be  as  reasonable  to  blame  the  principles  of 
double-entry  for  the  failure  of  a  Ledger-keeper 
to  bring  his  books  to  an  exact  balance. 

Even  now  it  seems  to  us  that  not  nearly 
sufficient  attention  is  given  to  the  possibilities  of 
abuse  and  fraud — which  in  some  directions  at 
least  are  undoubtedly  multiplied  by  the  substi- 
tution of  slips  or  cards  for  bound  books — and 
safeguards  which  are  as  necessary  as  they  are 
practicable  are  too  often  neglected.  So  long 
as  this  state  of  affairs  continues  we  must  expect 
from  time  to  time  to  hear  of  frauds  and  irregu- 
larities which  have  been  caused  or  encouraged 
by  the  abandonment  of  bound  books  and  the 
adoption  of  some  application  of  the  Slip  System 
instead  ;  and  it  seems  to  us  that  the  dangers 
which  undoubtedly  do  attach  to  any  such  tran- 
sition should  receive  far  more  careful  attention 
at  the  hands  of  the  profession  than  they  have 
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hitherto  done.  In  this  respect  it  is  not  a  little 
noteworthy  that  there  is  practically  nothing 
really  new  about  the  paper  now  before  us  as 
compared  with  Mr.  Price's  lecture  delivered 
towards  the  end  of  1901,  yet  it  can  hardly  be 
supposed,  and  is  certainly  not  a  fact,  that 
matters  have  stood  still  during  that  period  of 
upwards  of  four  years.  At  the  present  time  it 
seems  to  us  that  a  paper  drawing  special 
attention  to  the  most  recent  devices  and 
improvements,  and  explaining  the  exact  object 
that  each  was  calculated  to  effect,  would  be 
most  valuable,  not  merely  to  accountant 
students  but  also  to  most  practitioners.  We 
may  depend  upon  it  that  in  the  near  future  an 
increasing  number  of  progressive  business 
houses  will  insist  upon  utilising  the  Slip  System, 
and  it  therefore  behoves  accountants  to  see 
that  they  do  not  lose  their  influence  over  their 
clients  by  proving  incompetent  to  advise  them 
upon  what  is  so  obviously  a  matter  of  the 
greatest  practical  importance. 


Some  Lesral  Terms. — V. 


*' Common  Law"  and  "Statute  Law,*'  "Codes' 
and  "Codification." 

[By  our  Lbgal  Contributor.] 


1HAVE  already  in  a  previous  article  endeavoured 
to  distinguish  between  the  tenns  "Common 
Law  "  and  "  Equity."  1  shall  now  try  to  explain  the 
meaning  of  the  term  "  Common  Law  "  when  used,  as 
it  frequently  is,  as  opposed  not  to  "  Equity,"  but  to 
"  Statute  Law." 

What  is  meant,  for  instance,  when  we  are  told  that 
certain  contracts  are  void  at  Common  Law  and 
others  by  Statute  ?  Or,  again,  when  corporations  are 
classified  into  Statutory  and  Common  Law  Corpora- 
tions ?    To  show  that  the  distinction  sought  to  be 


emphasised  on  such  occasions  is  nothing  more  nor 
less  than  the  difference  in  the  method  whereby  the 
law  is  originally  laid  down  or  imposed  is  the  aim  of 
the  present  lecture. 

As  pointed  out  in  the  previous  article  above 
referred  to,  the  Common  Law,  or  original  law  of 
England,  arose  out  of,  and  is  founded  upon, 
immemorial  and  general  usage  or  custom  of  the 
realm.  But  custom  qua  custom  has  no  legal  force  or 
sanction,  being,  indeed,  nothing  more  than  a  species 
of  morality.  So  soon,  however,  as  custc«n  has  been 
recognised  by  a  judicial  decision  in  a  Court  of  Law 
it  passes  out  of  the  region  of  morality  into  that  of 
law — ^Judge-made  law,  as  it  is  sometimes  called.  For 
example,  let  us  take  the  law  of  Bills  of  Exchange. 
Now  originally  such  instruments  were  regulated  by 
the  customs  of  merchants,  or  the  "  Lex  Mercatoria," 
as  it  was  called,  which  customs  or  "  Lex,"  as  such, 
formed  no  part  of  the  English  Common  Law  until 
the  Courts  incorporated  them  into  it  by  recognising 
and  acting  upon  them  in  their  decisions. 

An  extremely  modem  instance  of  this  process, 
which  is  still  going  on,  will  be  found  in  the  case 
of  the  Bechuanaland  Exploration  Company  r. 
London  Trading  Bank  (1898,  2  Q.B.  658),  where 
the  Courts  recognised  as  law  the  custom^  of  treating 
as  negotiable  instruments  debentures  to  bearer  of  an 
English  company. 

Bearing  in  mind  what  has  been  said  before  on  the 
extraordinary  rigidity  and  conservatism  of  the 
Common  Law,  it  will  not  be  altogether  sur- 
prising to  learn  that  the  process  whereby  well- 
established  customs  became  recognised  as  law  was, 
in  the  old  days  at  least,  carried  on  under  a  fiction. 
The  Judges,  shrinking  from  all  idea  of  innovation, 
professed  to  be  always  applying  an  existing  body  of 
law  and  to  be  deciding  in  accordance  with  the 
principles  of  previous  cases,  whereas  in  truth  and  in 
fact  they  were,  albeit  grudgingly  and  of  necessity, 
remodelling  and  expanding  the  law  to  suit  altered 
circumstances  and  requirements.  If  one  may  be 
excused  a  metaphor  the  process  in  which  they  were 
engaged  was  more  analogous  to  the  rolling  of  the 
humble  snowball  than  to  the  chipping  of  particles 
from  a  glacier  fed  by  the  eternal  snows  of  antiquity. 
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The  method  of  origin  of  "  Common  Law,"  then,  is 
by  judicial  decision.  We  have  now  to  examine  that 
of  "  Statute  Law,"  and  for  that  purpose  I  think  we 
cannot  do  better  than  turn  once  more  to  the  law  of 
Bills  of  Exchange.  I  have  but  just  pointed  out  how 
that  law  became  a  part  of  the  Common  or  Judge- 
made  law,  but  he  who  to-day  is  desirous  of  inform- 
ing himself  in  that  branch  of  the  law  must  seek  it  not 
as  "  Common  Law  "  in  the  reported  decisions  of  the 
Judges,  but  in  the  sections  of  the  Bills  of  Exchange 
Act,  1883.  In  other  words,  that  which  was  down  to 
that  date  "  Common  Law "  has  since  then  been 
"  Statute  Law."  The  law  for  the  most  part  is  still 
the  same,  but  the  method  of  its  origin  has  been 
changed,  and  what  was  originally  Judge-made  is  now 
Parliament-made,  the  date  of  the  transformation 
being  the  day  on  which  the  Bill  received  the  Royal 
Assent.  The  method  of  origin,  then,  of  "  Statute 
Law  "  is  legislative,  not  judicial,  as  we  have  seen  it 
to  be  in  the  case  of  "  Common  Law." 

This,  then,  is  the  distinction  to  which  we  advert 
when  we  use  the  terms  "  Common  Law  "  and  "  Statute 
Law  "  as  opposed  to  one  another.  And  when  we  speak 
of  contracts  void  at  the  Common  Law  we  mean 
contracts  which  have  been  decided  to  be  so  by  the 
Judges:  when  we  speak  of  contracts  void  by 
Statute,  such  as  the  Legislature  has  declared  to  be 
void  in  an  Act  of  Parliament. 

Statutes  may  be  variously  classified,  but  it  will  be 
sufficient  for  our  present  purpose  to  refer  solely  to 
their  classification  according  to  their  objects.  The 
object  of  a  statute  may  be  to  introduce  new  law,  as 
instances  of  which  we  may  refer  to  the  Companies 
Act  of  1862,  the  Trades  Union  Act  of  1871,  and  the 
Workmen's  Compensation  Act  of  1897,  which  respec- 
tively introduced  the  then  novel  principles  of 
Limited  Liability,  the  Legality  of  Trades  Unions, 
an<l  the  Liability  of  employers  for  accidents  to  their 
workmen,  irrespective  of  negligence. 

On  the  other  hand,  a  statute  may  have  for  its 
object  solely  or  principally  the  declaration  of  exist- 
ing law.  As  time  goes  on  the  cases  and  decisions 
in  which,  as  we  have  seen,  the  Common  Law  is  to 


be  discovered  are  multiplied  exceedingly,  and 
become  in  many  instances  irreconcilable,  so  much 
so  indeed  that  to  find  out  what  is  the  law  on  a 
given  point  becomes  a  difficult  task  even  for  experts, 
and  next  to  impossible  for  the  ordinary  business 
man.  Accordingly  a  cry  goes  up  for  legislation,  for 
a  statute  declaring  in  an  easily  approachable  manner 
what  the  law  really  is.  Thereupon  the  Government 
of  the  day  deputes  the  task  of  framing  such  a 
measure  to  some  learned  lawyer,  or  lawyers,  and 
they,  having  collected  and  collated  all  the  cases  in 
wliich  the  law  then  lies  embedded,  and  having 
extracted  from  such  mass  the  principles  of  the 
decisions,  cast  the  result  of  their  labours  into  the 
form  of  a  Bill,  which  in  due  course,  if  it  passes, 
becomes  an  Act  or  Statute.  Such  an  Act  is  called 
a  "  Code "  and  the  process  that  produced  it 
"  Codification,"  and  thenceforth  the  law  on  that  par- 
ticular subject  is  to  be  sought  in  the  sections  of  that 
Act  or  Code,  and  not  in  the  decisions  which  underlie 
it  In  some  systems  of  law,  notably  the  Roman  in 
the  ancient  world,  and  the  French  and  German  in 
modem  times,  codification  has  been  applied  to  the 
law  generally,  but  although  in  some  of  our 
dependencies,  more  particularly  in  India,  a  similar 
policy  has  been  adopted,  in  this  country  its 
employment  has  been  restricted  to  particular 
branches  of  the  law,  the  three  most  notable  instances 
being  the  Sale  of  Goods  Act,  the  Bills  of  Exchange 
Act,  and  the  Partnership  Act,  the  acquaintance  of 
all  of  which  "Statute  Law"  Accountant  Students 
must  necessarily  make. 


Meefilfi  tlotes. 


jlb  Amiuiiitf  A  correspondent  has  forwarded  to  us 
Glrovlar.  a  copy  of  a  circular  Issued  by  a 
member  of  the  Institute,  who  states  that  in  order  to 
meet  the  convenience  of  accountant  students  he  has 
inaugurated  a  system  of  coupon  books,  and  is  prepared 
to  answer  any  questions  on  knotty  accountancy  points 
that  may  be  submitted,  provided  that  one  of  these 
coupons  is  attached.  The  prices  asked  for  these  books 
of  coupons  are  strictly  moderate,  but  in  spite  of  the 
circumstance  we  doubt  whether  thefsystem  is  likely  to 
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be  generally  popular.  The  average  accountant  student 
in  doubt  upon  any  particular  point  does  not  as  a  rule 
feel  much  hesitation  in  writiog  to  the  author  of  any 
text-book  that  he  may  have,  and  expect  to  receive  an 
answer  to  his  inquiry  gratis! 


The  BzerciM       A  recent  issue  of  the  Birmingham  Post 
of  DlMmtioBAry 

Powers  by        contains  a  short  account  of  the  decision 

Traeteei.  of  Mr.  Swinfen  Eady  in  In  re  Hedges 

{dec.),  Hedges  v.  Rhodes,  which  in*  the  absence  of  a 
fuller  and  more  authoritative  account  Con,  we  think, 
only  be  accepted  with  caution.  This  report  states  that 
a  summons  was  taken  out  by  three  out  of  four  trustees 
of  the  will  of  the  testator  asking  that  certain  property 
might  be  sold.  The  will  contained  a  power  to  the 
trustees  to  sell  this  property  during  the  lifetime  of  the 
widow,  but  his  Lordship  held  that  the  power  of  sale 
which  was  vested  in  the  four  trustees  was  a  discretionary 
power,  and  that  as  they  could  not  all  agree  to  exercise 
that  discretionary  power  it  consequently  could  not  be 
exercised  at  all.  He  therefore  made  no  order  upon 
the  summons.  There  must,  it  seems  to  us,  either  be 
something  seriously  defective  in  the  report,  or  some- 
thing very  exceptional  in  the  circumstances,  for  in  the 
ordinary  course  of  events  the  Court  will  facilitate  rather 
than  discourage  the  sale  of  more  or  less  speculative 
assets  and  their  conversion  into  trustee  securities. 


,  The  members  of  the  Coal  and  Com 
Chanoellor  of  and  Finance  Committee  of  the  Cor- 
the  Exchequer,  poration  of  the  City  of  London  dined 
together  at  the  Guildhall  last  month  under  the 
presidency  of  Mr.  F.  G.  Painter,  F.C.A.,  when  a  very 
handsome  testimonial  was  presented  to  Mr.  Harvey 
Preen,  F.C.A.,  the  late  Chairman,  in  recognition  of  the 
great  services  rendered  by  him  to  the  Corporation 
during  the  past  two  years,  and  of  the  marked  improve- 
ment in  the  finances  of  the  City  during  his  term  of 
office.  It  is  satisfactory  to  note  that  this  improvement 
has  coincided  with  the  appointment  of  a  Chartered 
Accountant  to  the  position  of  Chairman. 


J  I  t-Bt    k        ^  correspondent,  writing  to  us  upon 

Companiee  ae     the   subject  of    a  pamphlet    recently 

Trueteee.        issued   by  the    Ocean   Accident   and 

Guarantee    Corporation,   Lim,,  in    which    they  hold 

themselves  open  to  undertake  trusteeships  of  property 


of  any  description,  suggests  that  in  view  of  the  fact 
that  the  prosperity  of  this  company  has  been  largely 
due  to  the  assistance  of  professional  men,  it  is  hardly 
treating  these  men  fairly  to  embark  in  opposition  to 
them  on  such  terms  as  those  set  out  in  the  pamphlet 
referred  to.  The  correspondent  adds  that  the  weak  part 
of  the  proposed  arrangement  seems  to  be  the  absence 
of  any  effective  control  over  the  legal  charges.  It  is 
conceivable  that,  if  a  more  rigorous  system  of  control 
were  provided,  solicitors  would  feel  as  aggrieved 
at  the  new  departure  as  certain  accountants  now 
appear  to  be.  We  cannot  help  thinking,  however,  that 
it  is  a  little  late  in  the  day  to  embark  upon  a  protest 
of  this  description,  in  that  tor  a  number  of  years  past 
companies  of  all  descriptions  have  undertaken  trustee- 
ship and  executorship  work.  So  far  as  we  are  aware, 
accountants  have  not  suffered  in  consequence,  but 
rather  has  the  effect  of  the  departure  been  to  draw 
the  attention  of  moneyed  business  men  to  the  fact  that 
a  qualified  and  remunerated  trustee  is  more  likely  to 
prove  satisfactory  as  an  administrator  than  a  personal 
friend  who  is  expected  to  do  the  work  for  nothing.  It 
must  also  be  borne  in  mind  that  there  is  at  the  present 
time  a  strong  movement  on  foot  in  favour  of  the  estab- 
lishment of  a  public  trustee ;  and,  that  being  so,  it  is 
clearly  to  the  advantage  of  professional  men  that  the 
wealthy  insurance  corporations  should  be  ranged  upon 
their  side  in  opposition  to  a  scheme  which,  if  chiefly 
objectionable  on  the  grounds  which  make  all  extensions 
of  officialism  undesirable,  is  also  very  naturally  viewed 
askance  by  solicitors  and  accountants  for  the  more 
selfish  reason  that  its  success  would  tend  to  divert  into 
official  channels  remunerative  work  which  is  at  the 
present  time  performed  by  them. 


Mnniolpal  Our  contemporary  The  Municipal  Journal 
Proflu.  pursues  unabashed  its  policy  of  quoting 
carefully  selected  fragments  from  these  columns  which 
appear  to  support  its  own  partisan  views,  while  omit- 
ting anything  that  may  be  stated  upon  the  other  side. 
Its  most  characteristic  feature  is,  however,  its  frank 
inability  to  appreciate  the  fact  that  by  any  possibility 
our  views  upon  this  subject  should  be  disinterested, 
and  not  the  product  of  subsidies  provided  by  rapacious 
anti-municipalists.  Our  contemporary  states  that  the 
principal  argument  used  by  the  complainants  in 
support  of  their  allegation  that  municipal  profits  are 
not  true  profits,  but  paper  profits,  is  that  the  local 

authorities  fail  to  make  adequate^  provision  for  depre- 
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elation  and  obsolescence.  By  way  of  retort  it  is 
suggested  that  to  equitably  decide  this  question  there 
must  be  applied  the  test  of  a  standard,  and  that  a 
proper  standard  to  apply,  under  the  circumstances,  is 
the  companies'  own  standard— that  adopted  by  the 
very  men  who  make  the  allegations  of  "  cooked " 
accounts,  and  that  the  municipalities  easily  beat  the 
companies  in  making  provision  for  depreciation,  even 
apart  from  the  Sinking  Funds.  It  is  a  pity  that  our 
contemporary  —  and,  for  that  matter,  most  local 
authorities— cannot  be  induced  to  appreciate  that 
some  at  least  among  those  who  criticise  their  financial 
methods  do  so  in  the  interests  of  the  ratepayer,  and 
not  in  the  interests  of  proprietary  companies.  From 
the  point  of  view  of  ourselves,  and  those  who  think 
like  us,  the  question  is  not  whether  local  authorities 
make  as  much,  or  more,  provision  for  depreciation  than 
proprietary  companies,  but  whether  they  make  suffi- 
cient provision  to  establish  their  finances  upon  a  sound 
basis.  We  have  more  than  once  drawn  attention  to 
the  inadequate  provision  made  for  depreciation  by 
certain  important  proprietary  companies  whose 
business  more  or  less  conflicts  with  the  trading  depart- 
ments of  local  authorities,  but  the  point  which  our 
contemporary  is  either  unable  to  appreciate,  or 
unwilling  to  admit,  is  that  if  a  proprietary  company 
chooses  to  make  inadequate  provision  for  depreciation, 
with  the  result  that  eventually  its  shareholders  lose 
their  money,  the  loss  is  confined  to  those  shareholders, 
who,  after  all,  are  the  only  parties  interested  in  the 
matter.  If,  on  the  other  hand,  a  local  authority  makes 
inadequate  provision  for  depreciation  at  the  present 
time,  the  inevitable  result  in  the  long  run  must  be  that 
at  some  later  stage  it  will  have  to  make  provision  for 
depreciation  or  for  renewals  upon  a  larger  scale — ^that 
is  to  say,  a  future  generation  of  ratepayers  will  have 
to  suffer  because  the  existing  generation  received  an 
undue  advantage,  or  else  because  the  services  under- 
taken were  supplied  to  the  consumer  at  a  lower  price 
than  could  be  afforded.  In  the  one  case  a  fallacious 
basis  of  accounts  is  a  matter  of  private  concern ;  in 
the  other  it  is  a  matter  of  public  concern. 


j^  The  March  number  of   the  Business 

Balaneing  of      Man's  Magazine,  English  edition ,  quotes 

Cof I  Aooonntt.     ^  statement  made  in  these  columns  a 

short  time  since  in  reply  to  a  correspondent,  to  the 

effect    that    an    exact   balance    as    between    costing 


books  and  financial  books  in  the  case  of  a  manu- 
facturing undertaking  is  an  impossibility,  and 
puts  this  forward  as  an  illustration  of  the 
ignorance  still  existing  among  Chartered  and  other- 
wise styled  accountants  on  the  general  subject 
of  cost  accounting.  Possibly  the  term  "exact 
balance  "  may  be  understood  by  our  contemporary  in 
some  special  sense  of  its  own  which  renders  our  simple 
statement  of  fact  primd  facie  absurd.  Upon  no  other 
supposition  can  we  imagine  that  anyone  with  the 
least  pretence  to  knowledge  would  regard  our  state- 
ment as  other  than  the  merest  truism  which  would 
certainly  not  have  called  for  expression  but  for  the 
statements  contained  in  our  correspondent's  letter. 
Of  course,  it  stands  to  reason  that  any  accounts  kept 
by  double-entry  can  be  made  to  balance,  using  the 
term  in  one  sense;  but  if,  to  secure  this  mechanical 
agreement  of  results,  entries  have  to  be  made  in  the 
books  which  represent  unreconciled  discrepancies 
between  the  record  and  the  subsequently  ascertained 
facts,  we  for  our  part  do  not  regard  that  process  of 
"  cooking "  the  books  as  bringing  them  to  an  exact 
balance.  If  our  contemporary  does,  we  will  admit 
that  its  meaning  of  the  term  "  balance  "  differs  from 
our  own,  and  that  within  the  limits  of  its  own  definition 
its  statements  may  be  justified.  For  our  own  part, 
however,  we  consider  that  where,  for  example,  a 
difference  between  the  balance  of  a  Stores  Account  of 
any  description  and  the  ascertained  stock  has  to  be 
written  off  as  an  unexplained  deficiency  or  surplus, 
those  Stores  Accounts  have  not  been  brought  to 
an  exact  balance,  and  we  repeat  that  in  practice  an 
exact  balance  is  an  impossibility.  Books  can,  of 
course,  always  be  made  to  balance  in  a  sense,  but  that 
is  another  matter  altogether,  although  possibly  the 
editor  of  the  Business  Man's  Magazine  does  not  appre- 
ciate the  distinction. 


«Bab  Jvdloa.** 


Our  readers  will  not  have  failed  to 
notice  the  letter  from  Messrs.  Norton, 
Rose,  Norton,  Farish  &  Co.,  which  appeared  in  our 
Correspondence  columns  last  week  under  the  heading 
"  What  is  an  Incorporated  Accountant  ?  "  The  writers, 
who  are,  we  understand,  the  solicitors  of  the  Society  of 
Accountants  and  Auditors,  request  that  all  observations 
upon  the  motions  reported  in  our  recent  issues  may  be 
suspended  while  the  matter  is  before  the  Courts.  It  is, 
to  say  the  least  of  it,  strange  that  such  a  request  should 
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be  made  before  proceedings  have  been  actually  com- 
menced, and  merely  because  one  of  the  parties  has 
determined  to  proceed  by  way  of  action,  and,  of  course, 
until  proceedings  are  actually  pending,  anyone  is 
entitled  to  discuss  the  matter  who  may  feel  disposed  so 
to  do.  While,  however,  a  case  is  sub  judice,  comments 
calculated  to  interfere  with  the  course  of  justice — that 
is  to  say,  to  influence  the  decision  of  the  Court — render 
the  commentator  liable  to  attachment  for  contempt. 
That  any  legitimate  criticism  on  the  recent  motion 
would  have  the  least  effect  upon  the  Judges  before 
whom  the  action  may  eventually  be  heard  several 
months  hence  may  well  be  doubted,  nor  is  it  easy  to 
see  what  purpose  is  served  by  this  attempt  to  stifle 
comment.  For  our  own  part,  however,  we  have  already 
said  as  much  about  the  matter  as  we  propose  to  at  the 
present  time,  and  our  readers  will,  under  the  circum- 
stances, appreciate  the  expediency  of  postponing  an 
expression  of  their  views  for  the  time  being.  We  would 
suggest,  however,  that  Messrs.  Norton,  Rose,  Norton, 
Parish  &  Co.  should  advise  us  in  due  course  of  the 
progress  of  proceedings,  so  that  our  readers  may  have 
the  earliest  available  information  of  the  result,  should  a 
settlement  be  arrived  at  out  of  Court. 


Public  Traitee     It  will  doubtless  be  remembered  that 
BUL  last  year  no  little  dissatisfaction  was 

patent  in  banking  circles  on  account  of  an  impor- 
tant clause  being  ruled  out  of  the  Public  Trustees 
and  Executors  Bill  before  the  Standing  Committee. 
The  clause  permitted  the  testator,  settlor,  or  other 
creator  of  a  trust  to  direct  or  authorise  the  em- 
ployment of  a  particular  banker,  and  allowed  the 
public  trustee  to  employ  any  banker  who  had  been 
intimately  connected  with  the  affairs  of  the  estate  he 
was  dealing  with.  The  Bill  did  not  become  law,  and 
in  the  new  measure  which  has  just  been  introduced  by 
the  Lord  Chancellor  it  is  provided  that  any  bank  or 
insurance  company,  or  other  body  corporate,  may  by 
an  order  of  the  Court,  made  on  the  application  of  any 
person  on  whose  application  a  new  trustee  may  be 
appointed,  be  custodian  trustee  of  any  trust,  with 
power  to  charge  and  retain  or  pay  out  of  the  trust  pro- 
perty such  fees,  not  exceeding  the  fees  chargeable  by 
the  public  trustee  as  custodian  trustee,  as  the  Court 
may  aUow.  Many  bankers  have  expressed  the  opinion 
that  trustee  business  of  this  kind  is  carrying  the  work 
of  a  bank  beyond  its  special  province ;  but,  apparently, 
bankers  desire  to  pick  and  choose,  and  as  the  writer 


of  Banking  Notes  in  the  columns  of  The  Financial 
Times  puts  it,  "  although  they  may  not  wish  to  bid  for 
**  such  kind  of  business,  many  desire  that  they  should 
"  have  the  chance,  supposing  an  important  estate,  easy 
"  of  liquidation,  has  to  be  dealt  with,  of  retaining  its 
"  winding-up  in  their  hands,  rather  than  see  it  go 
"  irrevocably  to  the  Bank  of  England."  Among  other 
clauses  of  the  Bill  are  the  following: — ^The  public 
trustee  shall  be  a  corporation  sole  under  that  name, 
with  perpetual  succession  and  an  ofHcial  seal,  and  may 
sue  and  be  sued  under  the  above  name  like  any  other 
corporation  sole.  Subject  to  and  in  accordance  with 
the  provisions  of  this  Act  and  rules  made  thereunder, 
the  public  trustee  may,  if  he  thinks  fit— for  the  purpose 
of  saving  expense  to  persons  of  small  means— act  in 
the  administration  of  estates  of  small  value  ;  act  as 
custodian  trustee  ;  act  as  an  ordinary  trustee  ;  be 
appointed  to  be  a  judicial  trustee.  Subject  to  the  pro- 
visions  of  the  Act,  and  to  the  rules  made  thereunder, 
the  public  trustee  may  act  either  alone  or  jointly  with 
any  person  or  body  or  persons  in  any  capacity  to  which 
he  may  be  appointed  in  pursuance  of  this  Act,  and 
shall  have  all  the  same  powers,  duties,  and  liabilities, 
and  be  entitled  to  the  same  rights  and  immunities,  and 
be  subject  to  the  control  and  orders  of  the  Court,  as  a 
private  trustee  acting  in  the  same  capacity.  The 
public  trustee  may  decline,  either  absolutely  or  except 
on  the  prescribed  conditions,  to  accept  any  trust,  but 
he  shall  not  decline  to  accept  any  trust  on  the 
ground  only  of  the  small  value  of  the  trust 
property.  The  public  trustee  shall  not  accept  any 
trust  which  involves  the  management  or  carrying  on 
of  any  business,  except  in  the  cases  in  which  he  may 
be  authorised  to  do  so  by  rules  made  under  this  Act. 
The  public  trustee  shall  not  accept  any  trust  exclu- 
sively for  religious  or  charitable  purposes,  and  nothing 
in  this  Act  contained,  or  in  the  rules  to  be  made  under 
the  powers  in  this  Act  contained,  shall  abridge  or 
affect  the  powers  or  duties  of  the  official  trustee 
of  charity  lands  or  official  trustees  of  charit- 
able funds.  The  Lord  Chancellor  shall  appoint 
a  fit  person  to  the  office  of  public  trustee,  who  shall 
hold  office  during  pleasure,  and  receive  such  salary  or 
fees  and  be  appointed  on  such  terms  as  the  Treasury 
may  determine.  The  Lord  Chancellor  is  also  to 
appoint  the  officers  of  the  trustee,  "who  may,  and 
"  shall,  if  the  Treasury  so  require,  be  persons  already 
"  in  the  public  service.'*  The  Act,  if  passed,  is  not  to 
apply  to  Ireland  or  Scotlj^^  ^^  GoOgle 


April  7,  1 906. 


THE     ACCOUNTANT 


431 


DlsMiitient 


Unless 


clear  -  headed     legal 


some 
Bhanholden      reformer  will  take  in  hand  the  rights 
****"•  and    interests    of    dissentient    share- 

holders under  reconstruction  schemes,  it  appears  quite 
likely  that  the  scales  of  justice  will  only  remain  in 
perfect    balance    by    having    both    sides    filled    with 
contrary  cases.    We  now  have  the  case  of  Fuller  v. 
Whitefeather  Reward,  Lint.,  which  dealt  with  a  sale  by 
a  company  under  its  memorandum,  while  a    going 
concern,  so  as  to  exclude  the  operation  of  Section  161 
of  the  Companies  Act,  1862.    The  particular  point  was 
that  where  dissentients  had  claimed  to    have  their 
shares  sold,  and  some  had  remained  unsold  in  spite  of 
the  liquidator's  endeavours,  they  should  go  back  to  the 
purchasing  company,  and  be  available  for  subsequent 
issue.    The  case  of  Manners  v,  8t.  David's  Copper  Mine, 
Lim,,  is  at  once  recalled,  for  there  the  agreement  of 
purchase  provided  that  any  shareholder  who  did  not 
accept  the  new  shares  forfeited  at  once  for  the  benefit  of 
the  purchasing  company  his  share  in  the  assets  of  the 
vendor  company,  and  the  Court  of  Appeal  held  such 
provision  to  be  bad.   In  Bisgood  v.  Nile  Valley  Co.,  Lim., 
the  idea  was  to  sell  unclaimed  shares  as  far  as  possible 
en  bloc  and  distribute  the  proceeds  among  the  dissen- 
tients, but  the  provisions  prescribing  this  course  were 
fixed  by  the  agreement  of  purchase  itself,   and  Mr. 
Justice  Kekewich  held  them  to  be  ultra  vires.    In  the 
present  instance  we  are  told  that  they  were  ordained 
by  proper  resolutions  passed  in  the  course  of  winding- 
up.      It  is  probably  doubtful  whether  we  have   yet 
arrived  at  the  end  of  all  these  apparently  contrary 
cases,  but  it  is  to  be  hoped  that  the  question  will  be 
settled  sooner  or  later,  for  it  is  diDicult  to  say  at  the 
moment  whether,  upon  a  sale  under  a  memorandum, 
it  is  possible  to  frame  a  workable  scheme  of  recon- 
struction.   It  would  not  be  a  bad  idea  if  some  of  our 
readers  who  have  the  inclination  and  the  necessary 
time  were  to  collate  all  the  cases  dealing  with  recon- 
struction, so  that  the  tabulated  result  might  clearly 
bhow  the  strange  manner  in  which  the  present  state  of 
affairs  has  arisen. 


"  Estimate." 

"  Estimates  "  (the  verb). 

"  Anticipates." 

"  Proposed." 

"  Believe  "  (3  times). 

*'  Relied  mainly  on  the  judgment." 

"  Confirmed  by  the  opinion." 

"  It  is  anticipated." 

"  Negotiations  are  in  progress." 

"  According     to    the    calculation    of   the    general 

manager." 
"  Profits  should  amount  to  at  least." 
"  According  to  the  general  manager's  estimate." 

Even  in  the  promoters'  halcyon  days  it  will  probably  be 
difficult  to  match  these  really  fine  specimens  of  froth. 


How  to  RuMl  a 


A  recent  prospectus  afTords  us  an 
admirable  illustration  of  the  really 
excellent  manner  in  which  many  words  may  be  used, 
the  ultimate  meaning  of  which  is  nil.  From  the  docu- 
ment in  question,  we  have  the  following  guarded 
phrases : — 


_     ._  ,  In  the  House  of  Lords  last  week,  the 

ForeUn  Infuranoe  ^         ,  „    ,  , 

Companiei  In      Earl  of  Onslow  called  attention  to  the 

England.         recent  disclosures  with  regard  to  the 

methods  adopted  by  certain  insurance  companies  in  the 

United  States  having  branch  offices  in  this  country,  and 

the  Government  was  asked  whether  any  steps  would  be 

taken  to  require  that  foreign  companies  carrying  on 

business  in  this  country  should  keep  such  proportion  of 

their  assets  here  as  would  suffice  to  meet  claims  that 

might  be  made  upon  them  by  British  policy-holders. 

Replying  on  behalf  of  the  Board  of  Trade,  the  Earl  of 

Grenard  said  that  the  control  they  had  over  foreign 

insurance  companies  doing  business  here  was  not  great. 

The  Government  had  very  carefully  considered  the 

matter,  and  ihey  thought  that  the  best  way  would  be 

to  appoint  a  Select  Committee.    The  Earl  of  Onslow 

expressed  his  great  satisfaction  at  the  suggested  course. 


NOTiee. 


NEXT  FRIDAY  being  GOOD  FRIDAY,  Letter5 
to  the  Editor,  as  well  as  General  Matter,  mu5t 
be  delivered  not  later  than  the  last  post  on 
TUESDAY  next,  iff  intended  ffor  current  issue. 
The  Offices  will  be  closed  ffrom  the  13th  to  the 
16th  April,  both  inclusive^i^i^g^^y  Google 
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Correspondence  and  JEnqutrtes. 


Ail  commanications  to  the  Editor  should  be 
by  letter  only. 


[We  are  at  all  times  ready  to  insert  correspondence  0% 
matters  of  interest  to  the  Profession^  but  we  do  not  of  courst 
hold  ourselves  in  any  way  responsible  for.  the  opinion* 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wedneeda^ 
afternoon;  and  must  in  all  cases  be  accompanied  by  tht 
name  and  address  of  correspondents,  not  necessarily  fot 
publication,  but  as  a  guarantee  of  good  faithJ] 


Income  Tax. —Undervaluation  of  Stock. 

(To  the  Editor  of  The  Accountant.) 

Sir, — We  should  like  your  opinion  on  the  following 
question :  Is  a  manufacturer  entitled,  with  regard  to 
income-tax,  to  heavily  and  systematically  undervalue 
his  stocks,  and  thereby  create  a  Secret  Reserve  and 
decrease  his  profit  ? 

We  ask  the  point  because  it  seen:s  to  us  that  a 
private  individual,  if  he  be  allowed  a  free  hand  in  this 
respect,  need  never  show  a  substantial  profit. 

We  shall  be  glad  if  you  will  be  good  enough  to  reply 
through  your  paper,  as  the  question  may  be  of  interest 
to  others  besides  ourselves. 

Thanking  you  in  anticipation,  we  are. 

Yours  faithfully, 
March  2gth  1906.  IMPERIAL. 

[It  seems  to  us  difficult  to  distinguish  between  the 
"  Secret  Reserve "  referred  to  by  our  correspondent 
and  a  fraudulent  return. — Ed.  Acct.] 


Consideration  in  Contracts. 

(To  the  Editor  of  The  Accountant.) 

Sir, — I  notice  that  in  a  lecture  to  the  Leeds  and 
District  Chartered  Accountants  Students,  reported  in 
your  issue  of  March  24th,  Mr.  W.  E.  Farr  is  reported 
to  have  stated  that  contracts  under  seal  require  con- 
sideration. He  says,  '*  It  is  sometimes  said  that  a 
"  contract  under  seal  does  not  require  any  considera- 
**  tion.    This  is  wrong ;  it  requires  a  consideration,  but 


"  a  consideration  is  always  implied  when  the  contract 
•*  is  under  seal "  (p.  377). 

Dr.  de  I'Hoste  Ranking,  in  his  pamphlet  on  **  The 
Law  of  Contract"  (p.  13),  says,  "The  ordinary  maxim 
"  that  form  is  binding  because  it  imports  consideration 
**  is  incorrect,  it  being  the  form  which,  apart  from  con- 
"  sideration  at  all,  carries  with  it  legal  consequences." 

I  presume  that,  in  the  absence  of  any  suggestion  of 
fraud  or  duress,  a  gratuitous  promise  is  binding  if 
made  under  seal  ? 


I  am,  Sir,  yours  faithfully. 


March  2gth  1906. 


VIDIMUS. 


Registration  for  the  Profession. 

(To  the  Editor  of  The  Accountant.) 

Sir,— Your  correspondent  "  Unattached  "  is  more 
than  fortunate  in  being  professionally  "attached"  with 
a  Fellow  of  the  Institute  of  Chartered  Accountants, 
yet  why  he  has  taken  upon  himself  the  burden  oi 
formulating  proposals  which  not  only  affect  the 
"  lesser  lights"  of  the  profession,  but  the  "stars  "  also, 
passes  my  comprehension.  Surely  he  might  have  left 
the  drafting  of  conditions  of  such  vital  importance  to 
those  who,  if  not  more  qualified,  would  at  any  rate 
be  delegated  for  the  purpose.  "  Two  heads  are  better 
than  one"  is  a  true,  even  if  an  old,  saying,  and  no 
doubt,  amongst  a  number  of  men,  one  could  be  found 
who  would  remember,  and  provide  for,  such  an  insti- 
tution as  the  Corporation  of  Accountants,  which  has 
been  in  existence  for  nearly  fifteen  years— merely  six 
years  less  than  that  of  the  Society  of  Accountants 
and  Auditors.  But  enough,  I  hold  no  brief  for  any 
society  or  institution.  I  can  quite  understand 
"  Unattached  "  omitting  such  a  long-established  body 
of  professional  gentlemen  as  those  mentioned,  also 
overlooking— I  might  almost  say,  practically  ignoring 
—such  a  body  of  men  as  the  accountants'  clerks. 
This  unattached  accountant  —  who  has  taken  so 
much  upon  himself,  and  who,  perhaps  by  way  of 
charity,  has  condescended  to  have  committed  to 
printers'  ink  the  fact  that  "quite  a  number"  oi 
competent  and  straightforward  men  who,  through  cir- 
cumstances, are  compelled  to  work  for  other  more 
fortunate  individuals  in  the  capacity  of  clerks,  are 
deserving  of  admission  to  registration— provides  in 
Proposal  8,  Clause  (g),  that  accountants  who  have 
been   in   practice  six  months  prior  to  the  date  of 
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registration  shall  be  admitted  subject  to  their  passing 
qualifying  examinations.  No  distinct  proposal  relative 
and  advantageous  to  accountants'  clerks  appears. 
The  accountant's  clerk,  no  matter  what  his  length 
of  service,  no  matter  what  his  capabilities  are,  is 
practically  beyond  the  pale  of  the  registration  doors. 
His  claims  to  recognition  do  not  appear  on  the 
horizon  of  "  Unattached*s  "  mind,  except  as  an  after- 
thought.  Out,  and  for  ever  out,  will  be  his  portion, 
unless  he  takes  Time  by  the  forelock  and  pledges  him- 
self in  a  brotherhood  to  demand,  and  not  beg,  rights 
which  no  impartial  judges  will  deny. 

Yours  faithfully, 
March  zSth  1906.  UNATTACHED  No.  2. 


Deeds  off  Arransfement. 

(To  the  Editor  of  The  Accountant,) 
Sir,— I  notice  in  last  Saturday's  ^ccow»tew/  you  state 
in  a  footnote  to  **  Student's  "  enquiry  that  the  period  of 
seven  days  allowed  for  registration  of  a  deed  of 
arrangement  cannot  be  extended.  Although  this  is 
the  period  stated  in  the  Act,  the  Court,  if  sufficient 
cause  be  shown,  has  power  to  and  will  extend  it.  I 
know  of  a  case  where  leave  to  register  was  granted  ten 
or  twelve  days  after  the  deed  was  executed. 

Yours  faithfully, 

NORMAN     HURTLEY. 
LeedSt  April  yd  1906. 


A  Designation  for  the  Profession. 

(To  the  Editor  of  The  Accountant,) 
Sir,— The  suggestion  is  made  in  your  columns  this 
week,  not  for  the  first  time,  that  the  Institute  should 
adopt  some  other  title  for  its  members  than  that 
of  Chartered  Accountant ;  some  term  to  the  use  of 
which  they  might  obtain  an  exclusive  right.  Your  cor- 
respondent, believing  it  to  be  an  undoubted  fact  that  a 
large  proportion  of  the  business  public  does  not  dis- 
tinguish between  Chartered,  Incorporated,  and  any 
other  style  of  accountant,  thinks  that  the  adoption  of  a 
new  name  would  put  an  end  to  the  clashing  between 
Chartered  and  other  brands  of  accountants.  But 
would  it  ? 


It  is  extremely  unlikely  that  the  Institute  could 
obtain  for  its  members  the  exclusive  right  to  call  them- 
selves by  any  new  name  which  might  be  agreed  upon  ; 
assuming  that  the  idea  were  entertained.  Such  a  right 
is  only  given,  I  think,  in  cases  where  it  is  shown  that 
some  particular  name  is  universally  recognised  as 
having  been  used  for  a  considerable  period.  In  other 
words,  the  right  might  be  obtained  after  the  event,  but 
not  before  it.  If,  then,  they  adopted  a  new  name  others 
might  adopt  it  also,  before  they  secured  their  right  to  it. 

But,  assuming  that  they  did  obtain  the  right,  then 
other  associations  ofaccountants  might  similarly  obtain 
the  exclusive  right  to  other  new  names ;  with  the  result 
that,  instead  of  putting  an  end  to  the  clashing  which 
exists,  there  would,  in  all  probability,  be  more  clashing, 
and  matters  would  not  appear  in  a  light  any  clearer  to 
the  business  public. 

On  the  other  hand,  there  is  something  in  the  sugges- 
tion that  all  accountants  might  adopt  another  name 
under  a  scheme  of  registration.  But  this  presupposes 
what  so  far  we  have  failed  to  obtain— i.«.,  agreement 
amongst  ourselves.  Any  new  name  ought  to  be  really 
new,  and  not  merely  an  old  name  newly  applied :  a 
word  specially  coined  for  the  purpose  would  have  many 
advantages.  The  name  *'  accountant "  is  objectionable, 
not  so  much  because  we  have  seen  it  **  joined  to  many 
and  varied  occupations  "  as  because  of  its  meaning. 
The  professional  accountant  of  to-day  is  not  one  who 
'*  accounts  "  only,  he  is  an  examiner  of  accounts,  a 
superior  to  whom  the  "  accountant  "  is  often  answerable. 

After  careful  consideration  I  respectfully  suggest  to 
the  members  of  the  profession  generally  that  the  word 
**  Accorditor  "  would  not  be  inappropriate.  This  is  not 
merely  an  amalgamation  of  the  words  accountant  and 
auditor,  it  is  an  addition  to  the  words  derived,  like 
accord,  from  the  Latin  ac  for,  ad  to,  and  cor — cordis,  the 
heart.  Annandale's  Imperial  Dictionary  gives  the 
following  as  meanings  of  the  word  Accord: — "Adjust- 
'*  ment  of  a  difference,  reconciliation ;  specifically  in 
**  law,  an  agreement  between  parties  for  the  settlement 
of  some  controversy."  Other  meanings  are  "  to  bring 
to  an  agreement,"  **  to  settle,"  "  to  adjust." 

"  All  which  particulars  being  confessedly  knotty  and 
difficult  can  never  be  accorded  but  bv  a  competent 
stock  of  critical  learning.— South." 

If  all  existing  professional  accountants  could  agree 
upon  some  common  basis  of  union  they  would  be  more 
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likely  to  obtain  for  the  profession  the  exclusive  right 
to,  say,  the  name  "  Accorditor,"  under  a  scheme  of 
registration,  than  any  single  association  by  itself ;  and 
by  so  doing  they  would  prevent  clashing. 

But  what  would  be  the  fate  of  the  word 
"  accountant "  ? 

Yours, 

CHAS.  R.  WHITNALL. 
Liverpool^  April  ^rd  1906. 

[It  seems  to  us  of  little  use  to  suggest  new  names  now. 
In  the  nature  of  things,  if  they  are  at  all  apt,  they  will 
be  appropriated  by  someone  before  they  can  be 
monopolised  by  the  profession. — £d.  Acct,] 


Debt  Collection  and  Solicitors. 

(To  the  Editor  of  The  Accountant.) 
Sir, — I  have  read  in  your  last  issue  the  article 
under  the  above  heading.  I  note  that  you  state  there 
are  two  things  which  a  debt -collector  should  avoid. 
One,  claiming  payment  from  the  debtor  of  a  fee; 
Two,  representing  himself  as  a  solicitor.  The  latter 
is  a  well-established  point  to  be  avoided,  but  can  you 
give  me  your  reasons  for  the  first  of  the  two  above 
points  being  avoided  ?  There  is  no  doubt  that  one 
cannot  claim  any  payment  from  a  debtor ;  not  even  a 
solicitor  can  do  so,  but  is  there  any  penalty  attached 
to,  or  any  risk  in  any  way,  in  asking  for  a  fee  in  your 
demand  note,  and  in  accepting  the  fee  if  it  is  paid  ? 


April  yd  1906. 


Yours  truly, 

A  SUBSCRIBER. 


[Speaking  from  memory,  we  think  it  has  been 
held  that  to  claim  a  fee  is  to  represent  oneself  as 
being  a  solicitor.— Ed.  Acct.] 


XTDe  5ndtttute  ot  CbattereD  Bccountantd 
tn  £ndlanD  anD  MaleSt 

At  a  meeting  of  the  Council,  held  on  Wednesday,  the  4th 
April  1906,  at  the  Hall  of  the  Institute,  Moorgate  Place, 
E.C.,  there  were  present : — 

Mr.  John  Gane,  President,  in  the  chair ;  Mr.  W.  B.  I'eat, 
Vice-President ;    and  Messrs.    W.  Ashworth,   J.   B.    Ball, 


J.  H.  Blackburn,  W.  Bleasc,  T.  Bowden.  E.  M.  Carter, 
Ernest  Cooper,  E.  Edmonds.  Sir  Walter  Fisher,  Messrs. 
W.  H.  Fox,  A.  H.  Gibson,  J.  Gordon,  T.  Gregory, 
J.  G.  Griffiths,  J.  E.  Halliday.  B.  W.  Hardcastle.  J.  S. 
Harmood-Banner,  M.P.,  A.  C.  Harper,  D.  HUl,  F.  A. 
Jenkins.  H.  Woodburn  Kirby,  G.  Walter  Knox,  F.  W.  Pixley, 
W.  Plender,  F.J.  Saflfery,  T.  G.  Shuttleworth,  G.  Sneath, 
W.  A.  Stone,  E.  Waterhouse,  T.  A.  Welton,  F.  Whinney. 
T.  Wise,  and  J.  W.  Woodthorpe. 

The  Secretary  reported  the  death  of— 
Mr.  A.  Banister,  F.C.A.,  London. 
Sir  Robert  Bridgford,  F.C.A..  Manchester. 
Mr.  S.  Hurd,  F.C.A.,  Leeds. 

,,    J.  Luckin,  F.C.A.,  Chelmsford. 

,,    T.  H.  Breden,  A.C.A.,  London. 

„     R.  M.  Burgess,  A.C.A.,  Leeds. 
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Presented  by  A.  G,  Plait,  C.PA, 

Corporation   Accounting  and  Coxporation  Law.     By 
J.  J.  Rahill.    2nd  Edition.    Fresno :   1906. 

Presented  by  the  Publishers  (Messrs.  Buiierworth  6*  Co,), 
Principles    of    the    Law    of    Partnership.       By    A. 
Underhill.    2nd  Edition.     Ix>ndon :    1906. 

Presented  by  B,  M,  Graham,  C.A,  (the  Secretary), 
Edinburgh  C.  A.  S.  S.  Transactions,  1904-5. 


(ToIIien?  accounts* 


By  E.  E.  Price,  F.C.A. 


A  LBCTURB  delivered  to  the  Chartered  Accountants 
Students*  Societies  of  I/eicester  and  Hull  on  March  7  and 
21  respectively. 


When  our  descendants  in  the  dim  future  look  back  upon 
the  present  era  they  will  probably  describe  it  as  the  Coal 
Age.  The  Stone  Age  and  the  Bronze  and  Iron  Ages  have 
come  and  gone,  and  left  their  mark  upon  the  evolution  of 
man  ;  but  a  far  more  potent  factor  in  his  development  than 
anything  that  has  preceded  it  is  this  wonderful  source  of 
heat,  light,  and  power  which  we  call  coal. 

We  are  so  familiar  with  its  uses  that  we  are  apt  to  forget 
that  nearly  all  the  power  that  drives  the  lathe  and  the 
loom,  and  provides  us  with  locomotion  on  sea  and  land, 
is  derived  from  the  stored  up  sunshine  which  we  extract 
from  this  mineral,  while  chemicals  of  great  value  and 
importance  are  derived  from  it  as  a  by-product,  and  even 
electricity,  the  omnipotent  fairy  that  performs  such 
miracles,  is  derived  (in  this  country  at  least)  from  the  pent 
up  energy  of  coal. 

The  great  progress  of  these  islands  in  the  past  century, 
and  our  commercial  supremacy  hitherto,  may  be  directly 
traced  to  our  being  well  in  advance  of  other  nations  in  the 
development  of  our  coal  supplies,  and  it  will  be  interesting 
to  note  the  magnitude  to  which  the  industry  has  attained, 
as  shown  by  the  following  statistics.  The  latest  figures 
available  are  for  the  year  1902.  and  apply  to  the  whole  of 
the  United  Kingdom. 

Total  Output  of  Coal      227  Million  Tons. 

Increase  of  Output  in  Ten  Years      45       „  „ 

The  value  of  this  large  quanitity  at  the  pit's  mouth 
(year  1902)  was  ;£93,5oo,ooo. 

The  industry  is  not  only  of  great  importance  to  the 
capitalists  but  also  to  the  workman.    Number  of  workmen 


employed,  805, 100.    Expenditure  on  wages  over  ;f  61 ,000,000 
per  annum. 

The  capital  employed  is  not  ascertainable,  but  has  been 
estimated  at  ;£'i  10,000,000. 

The  average  profits  are  not  large,  considering  the  risks 
involved,  the  estimated  average  annual  profit  on  a  basis  of 
15  years  being  ;f5, 170,000,  yielding  only  3^  per  cent.* 

It  would  be  an  interesting  occupation  to  extend  this 
brief  introduction  by  entering  into  a  description  of  the 
various  coal-fields  of  Great  Britain,  their  geological 
features,  the  methods  employed  i(x  winning  coal,  and  the 
conditions  on  which  collieries  are  held  and  worked,  but 
my  subject  to-night  is  Colliery  Accounts,  and  not  their 
management  or  purchase ;  and  if  any  of  you  at  any  time 
are  tempted  to  become  interested  in  colliery  property  in 
any  way,  I  would  advise  you  before  assuming  any  respon- 
sibility of  that  kind,  to  provide  yourselves  with  the  best 
expert  advice,  because  I  know  of  very  few  undertakings 
where  there  are  more  pitfalls  for  the  unwary,  and  where 
money  can  be  more  rapidly  made  and  lost,  than  in  coal 
mining. 

If,  however,  you  are  desirous  of  extending  you  know- 
ledge of  colliery  matters,  particularly  as  regards  the 
onerous  covenants  of  mining  leases,  I  would  advise  you 
to  peruse  a  valuable  lecture  by  the  late  A.  A.  James, 
F.C.A.,  on  ''Collieries,  their  Management  and  Accounts," 
which  was  read  to  the  London  Society  in  October  1894, 
and  is  printed'  in  their  ''Transactions." 

Collieries  are  often  parts  of  larger  concerns,  including 
ironworks  and  other  undertakings.  It  would  enlarge  too 
much  the  scope  of  this  paper  if  I  were  to  attempt  to  deal 
with  the  points  that  arise  for  consideration  in  the  accounts 
of  these  concerns,  and  I  shall  therefore  assume  that  we  are 
dealing  with  a  company  of  colUery  owners  only,  and  with 
the  view  of  assisting  us  in  the  consideration  of  our  subject 
I  have  placed  before  you  the  Balance  Sheet  and  Trading 
Account  of  a  company  supposed  to  own  and  work  a  lease- 
hold colliery  in  England  or  Wales,  and  to  carry  on  the 
business  of  working  and  selling  one  kind  of  coal  only, 
without  any  other  associated  business. 

Balance  Sheet, 

Taking  first  the  Liabilities  side,  I  do  not  propose  to  offer 
any  remarks  upon  the  share  and  debenture  capital,  there 
being  nothing  of  a  special  character  about  these  familiar 
items  in  a  company's  Balance  Sheet.  You  will  notice, 
however,  that  it  is  rather  unusual  for  a  colliery  company 
to  issue  debentures,  unless  the  coal-field  is  a  freehold, 

*  Since   this   lecture   was   written   statistics  for  1905  have  become 
available  as  follows  :— 
Totaloutput  of  coal,  236,111,150  tons.  ^^^  t 

Number  of  persons  employed,  SsS^ptteed  by  VjOOQlC 
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which,  again,  is  rarely  the  case.  Assuming  the  collieiy  to 
be  leasehold,  its  principal  asset  will  be  the  capital  outlay 
upon  pit-sinking  and  development  and  the  machinery  and 
plant  in  use.  These  have  very  little  value,  apart  from  the 
working  of  the  colliery.  Cases  have  happened  where, 
after  an  explosion  of  coal  gas,  or  some  other  accident,  the 
mine  has  had  to  be  abandoned  and  the  assets  realised. 
In  such  an  event  the  claims  of  the  lessor  would  probably 
be  heavy,  and  would  absorb  the  whole  of  the  assets, 
leaving  nothing  for  the  debentures.  We  shall  not,  I 
think,  be  erring  on  the  side  of  excessive  caution  if  we  say 
that  debentures  ought  not  to  be  issued  by  a  colliery  com- 
pany, except  under  the  following  conditions:  — 

(1)  The  term  of  repayment  to  be  moderate  in  length. 

(2)  A     substantial     amount    of    share    capital     to    be 

uncalled,  and  to  be  mortgaged  to  the  debentures.   1 

(3)  The    company's    properties    to    be    extensive,    and  1 

include  several  pits,  so  that  an  accident  at  one  pit  1 
will  not  wreck  the  company.  I 

(4)  The  miargin  of  profit  after  paying  debenture  interest  I 

should  be  considerable.  I 

The  next  item  of  importance  is  the  Reserve  Fund  for  ' 
redemption  of  capital  expenditure.     This  will  be  more 
conveniently   dealt  with  when   we  come   to   the  annual 
instalment  charged  in  the  Trading  Account. 

The  liability  for  instalments  on  wagon  contracts  requires 
some  explanation.  Collieries  usually  own  a  large  number 
of  railway  wagons,  and  often  these  are  purchased  under 
hire-purchase  agreements  extending  over  five,  seven,  or 
more  years,  the  wagons  becoming  the  property  of  the 
hirer  on  the  payment  of  the  last  instalment.  Loans  can 
also  be  obtained  upon  wagons,  repayable  by  instalments 
over  a  period  of  years ;  and  in  such  cases  security  is  given 
to  the  lenders  by  selling  the  wagons  to  them  at  a  sum 
corresponding  to  the  loan  borrowed,  and  repurchasing 
them  under  a  hire-purchase  agreement. 

In  these  transactions,  although  the  agreement  is  in  form 
a  hiring,  it  is  in  reality  a  purchase,  and  should  be  treated 
as  such.  The  instalments  payable  (which  for  technical 
reasons  are  called  **hire'')  are  made  up  of  principal  and 
interest  in  ascertainable  proportions.  The  total  of  the 
principal  included  in  the  instalments  is  therefore  a 
liability,  which  should  appear  in  the  Balance  Sheet.  The 
interest  will  be  a  charge  to  Profit  and  Loss  from  year  to 
year  as  it  accrues. 

The  agreement  for  purchase,  however,  does  not  state 
the  amount  of  principal,  nor  does  it  divide  the  instalments 
into  principal  and  interest.  All  we  know  is  that  100 
wagons  have  been  purchased  for  a  i>ayment  of,  say,  £y]2. 
ep'^h  half-year  during  ten  years,  and  the  question  arises 


how  we  are  to  ascertain  the  liability  to  appear  on  the 
Balance  Sheet. 

It  is  clear  that  these  100  wagons  could  have  been  pur- 
chased for  a  lump  sum  in  cash,  say  ;^6,ooo,  and  that  the 
difference  between  that  sum  and  the  aggregate  of  the 
instalments  payable,  say  ;^7,4oo,  will  represent  the  interest 
charged  for  the  deferred  payment.  This  cash  price  can 
always  be  ascertained  from  the  manufacturers,  or  esti- 
mated by  the  management  of  the  colliery,  and  when  this 
is  known  the  division  of  the  instalments  and  the  amoimt 
of  liability  at  the  end  of  each  half-year  can  be  calculated, 
as  shown  in  Statement  D.  Whenever  a  fresh  purchase  of 
wagons  is  made,  or  a  loan  raised  on  a  hire-purchase  agree- 
ment, it  is  necessary  to  prepare  a  table  on  the  lines  of 
Statement  D,  and  to  make  entries  in  the  company's  books 
every  half-year  in  the  form  shown  appended  to  that  state- 
ment, 

By  adopting  this  metliod  the  correct  amount  of  liability 
under  the  agreement  will  always  appear  in  the  Balance 
Sheet,  while  the  wagons  themselves,  being  in  fact  pur- 
chased, but  not  paid  for,  will  appear  among  the  assets 
at  their  cost,  on  the  basis  of  payment  in  ready  cash,  which 
is  clearly  their  true  value,  subject  to  depreciation  by  wear 
and  tear. 

In  order  to  make  the  calculation  in  Statement  D  w©  must 
ascertain  the  rate  of  interest  which  is  applicable.  This 
can  be  ascertained  from  the  data  given,  namely  :  — 

Purchase-price  in  Cash. 
Amount  of  each  Instalment. 
Number  of  Instalments. 

But  it  is  a  diflScult  matter  to  make  the  necessary  calcula- 
tion directly,  unless  you  have  considerable  mathematical 
knowledge.  A  simple  method  is  given  by  Mr.  A.  L. 
Dickinson  in  his  paper  on  "Interest  and  Sinking  Funds" 
(''London  Transactions,"  1891,  p.  90),  and  it  is  also 
explained  in  my  paper  on  "  Colliery  Accoimts  "  in  the 
"Transactions"  for  1897.  If  any  of  you  desire  further 
I  particulars  on  this  point  I  shall  be  happy  to  furnish  them. 

Turning  now  to  the  Assets  side  of  the  Balance  Sheet,  we 
come  to  the  capital  expenditure,  which  is  here  included  in 
one  item,  and  embraces  :  — 

(i)  Cost  of  Freeholds  (if  any). 

(2)  Premium  to  Lessor  and  Costs  of  obtaining  Lease. 

(3)  Cost   of  sinking   Pits   and  driving   Main   Headings 
underground. 

(4)  Construction  of  Roads  and  Sidings  above  ground. 

(5)  Pit-head    Gear,    Hauling    and    Pumping    Engines, 
Screens,  and  other  Fixed  Plant. 

(6)  Buildings  on  the  surface,  including  EDgine-bouses. 
Workshops,  and  Offices,  &c.  ,^ 

(7)  Cottages  occupied  by  workmen^^-jQOQlC 
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I  do  not  think  any  usefnl  purpose  would  be  served  by 
dividing  this  asset  into  sections  so  as  to  show  the  Lease- 
holds separaitely  from  the  other  items^  or  to  distinguish 
the  Buildings  from  the  Machinery  and  Plant.  We  must 
bear  in  mind  that  the  whole  capital  expenditure  is  made 
for  the  sole  object  of  obtaining  a  certain  definite  area  of 
coal  deposits,  and  that  when  these  deposits  ai«  exhausted 
there  will  be  practically  no  asset  to  represent  the  original 
outlay,  the  selling  value  of  the  machinery  and  plant  when 
the  coal  is  worked  out  being  so  greatly  reduced  as  to  be 
unimportant.  Even  if  the  freehold  of  the  land  be  vested 
in  the  company,  its  value  after  the  mineral  is  exhausted 
will  probably  be  small,  and  the  workmen's  cottages  and 
other  buildings  may  become  of  little  value  when  there  are 
no  workmen  to  occupy  them,  which  will  probably  be  the 
case  when  the  coal  is  worked  out. 

The  most  convenient  course,  therefore,  is  to  keep  all  the 
capital  expenditure,  as  above  stated,  in  one  account,  and 
to  raise  a  Resen^e  Fund  on  the  other  side  calculated  to 
redeem  the  outlay  before  the  lease  terminates  or  the 
mineral  is  exhausted. 


If  the  first  system  is  adopted  the  work  of  development 
goes  on  concurrently  with  the  raising  and  sale  of  coal,  and 
capital  and  revenue  expenditure  become  intermingled. 
It  is  usual  to  charge  all  expenditure  to  Capiital  Account 
imtU  a  point  is  reached  when  the  workings  are  so  far 
extended  that  a  good  quantity  of  mineral  can  be  raised 
with  regularity.  Up  to  this  point  all  proceeds  of  coal  sold 
are  credited  to  Capital,  thereafter  the  Capital  Account  is 
closed,  and  the  cost  of  development  is  charged  to  Revenue. 

In  the  other  system  the  whole  cost  of  driving  the  main 
headways  to  the  boundary  (viz.,  to  point  B  in  diagram)  is 
charged  to  Capital,  and  as  soon  as  the  face  of  coal  is 
opened  out  the  Revenue  Account  is  commenced  and  the 

Capital  Account  closed. 

I 

'  Care  must  therefore  be  exercised  to  prevent  the  Capital 
Account  from  being  overburdened  by  this  expenditure  on 
opening  out,  for  if  times  are  bad,  or  the  seam  proves  to  be 
I  a  bad  one,  there  will  be  a  temptation  to  keep  the  Capital 
!  Account  open  after  the  development  has  reached  a  point  at 
1  which  the  Revenue  Account  ought  to  bear  all  further  cost. 


Some  caution  is  necessary  in  dealing  with  additions  to  < 
capital  expenditure.  When  a  new  colliery  is  opened  out  | 
the  outlay  underground  includes — 

(a)  Sinking  one  or  more  Pits. 

(d)  Opttiing  the  Main  Headings. 

(£)  Extending  the  Underground  Workings  generally. 

[d)  Providing  Tram-lines,  Wagons,  &c. 

If  you  will  look  at  the  diagram  of  underground  work- 
ings, which  is  attached  to  the  accounts,  you  will  see  that 
for  a  certain  space  round  the  base  of  the  pits  the  coal  is 
left  to  form  a  pillar  to  support  the  pits,  and  that  the  work- 
ings of  the  seam  extend  in  various  directions  for  a  certain 
distance  from  the  boundaries  of  the  shaft  pillar.  The 
tunnels  or  headings  through  the  pillar  axe  arched  in  stone 
or  brick  to  make  a  firm  support  to  the  s.trata  above.  The 
outlay  in  linking  the  pits,  and  making  and  arching  these 
tunnels,  are  part  of  the  initial  cost  of  the  colliery.  Beyond 
this  point  the  coal-field  may  be  worked  in  two  ways.  First 
by  extending  the  workings  gradually  from  the  shaft-pillar 
in  all  directions  until  the  boundary  is  reached,  leaving 
smaller  pillars  (i.e.,  square  masses  of  undisturbed  coal) 
at  r^ular  intervals,  and  then  working  back,  (removing  the 
pillars  as  you  retire  from  the  boundaries,  towards  the  pit 
bottom.  This  is  the  usual  system.  The  other  plan  is  to 
drive  headings  in  several  directions  to  the  boundary,  and 
then  to  work  back  to  the  pit,  removing  all  the  coal  at  one 
operation,  leaving  no  pillars.  I  understand  that  the  latter 
is  ultimately  the  most  profitable,  but  it  involves  a  large 
expenditure  of  capital  at  the  commencement. 


If  the  colliery  is  laid  out  upon  the  second  system,  there 
is  no  objection  to  charging  Capital  with  the  cost  of  all 
the  main  headings,  because  they  then  form  part  of  the 
initial  capital  expenditure,  and,  as  we  shall  see  presently, 
these  axe  redeemed  out  of  Revenue  during  the  life  of  the 
colliery  by  a  Redemption  Fund. 

There  are,  however,  in  almost  all  collieries  occasions 
arising  from  time  to  time  when  it  is  necessary  to  incur 
special  expenditure  for  underground  development — such 
as  extending  airways,  driving  through  a  fault,  or  putting 
in  mechanical  hauling  gear.  The  management  may  wish 
to  add  such  expenditure  as  this  to  the  Capital  Account, 
on  the  ground  that  it  presses  heavily  upon  one  year's 
profit  to  pay  for  the  extension  or  improvement  out  of 
Revenue.  It  will  be  necessary  to  guard  against  perma- 
nently burdening  the  Capital  Account  with  expenditure  of 
this  kind,  the  benefit  obtained  being  soon  exhausted.  The 
only  safe  course,  in  my  opinion,  is  to  charge  all  such 
improvements  and  extensions  to  Revenue,  if  not  the  whole 
in  one  year,  at  any  rate  to  write  it  off  by  instalments  over 
a  limited  number  of  years. 

Where  a  large  fault  is  known  to  cut  across  a  property, 
as  shown  in  the  diagram,  it  is  sometimes  considered 
advisable  to  drive  a  main  heading  across  it  at  the  com- 
mencement of  operations,  and  include  it  in  the  initial 
capital  expenditure;  but  if  this  operation  is  deferred  to 
a  later  date,  it  would  be  best  to  write  off  the  cost  by  instal- 
ments, so  as  to  clear  it  out  of  the  Capital  Account  by  the 
time  the  mineral  lying  ^yo^^^fJ^feJ^^vit'^^^^^  °"*^ 
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The  movable  plant  will  include  the  following :  — 

(i)  Mine  Wagons,   and    other    movable    plant   in    use 
underground. 

(2)  Loose  Tools  in  use  in  Workshops. 

(3)  Horses,  principally  underground. 

(4)  Locomotives  and  Railway  Wagons. 

The  first  two  items  will  be  constantly  renewed  out  of 
Revenue,  and  should  be  inventoried  and  valued  at  the 
end  of  each  year.  In  practice,  however,  this  is  difficult, 
and  is  not  often  done.  It  is  usually  considered  sufficient 
that  the  requirements  of  the  colliery  are  met  by  keeping 
these  two  classes  of  movable  plant  in  good  working  con- 
dition, and  maintaining  the  number  of  articles  in  use.  The 
horses,  however,  can  easily  be  inventoried  and  valued, 
and  this  should  be  done. 

Locomotives  and  railway  wagons  should  have  a  proper 
rate  of  depreciation  written  off. 

Stock-ort'Hand. 
Materials  and  Stores  on  hand  are,  of  course,  valued  at 
cost.  It  often  happens  that  the  workshops  of  a  colliery 
contain  a  large  quantity  of  duplicate  parts  and  reserve 
plant,  some  being  old  machinery  and  plant  taken  out  of 
the  pits  and  retained  for  future  use.  It  will  be  necessajy 
to  see  that  old  plant  of  this  kind  is  not  allowed  to  unduly 
accumulate,  and  that  all  obsolete  material  is  written  down 
sufficiently. 

Stocks  of  coal  are  not  usually  large  in  quantity.  It  is 
rarely  that  the  mineral  is  placed  on  the  ground,  because 
of  the  expense  of  handling  and  re-loading,  and  also 
because  exposure  to  sun  and  air  diminishes  its  value. 
Stocks  in  railway  wagons  sometimes  accumulate,  but,  of 
course,  there  is  a  limit  to  the  quantity  which  can  be  stored 
in  this  manner,  consequently  the  valuation  of  the  mineral 
stock  does  not  usually  have  an  important  effect  upon  the 
Trading  Account.  It  is  usual  to  value  it  at  the  net  selling 
price,  or  under.  Of  course,  cost  would  be  more  correct 
theoretically,  but  there  is  the  difficulty  that  the  stock  is  in 
two  forms,  large  and  small,  while  the  cost  can  only  be 
ascertained  for  the  bulk  before  screening.  A  satisfactory 
basis  of  value  is  to  take  actual  sale  price,  less  Railway 
Carriage,  Wagon  Hire,  Discounts,  and  Commissions,  and 
then  make  a  further  deduction  for  estimated  profit,  so  as 
to  leave  a  margin  between  stock  price  and  the  net  selling 
price  at  the  colliery. 

Trading  Account. 
The  form  which  is  in  your  hands  is  practically  a  half- 
yearly  Cost  Account,  showing  comparative  figures  for  the 
previous  year,  and  rates  per  ton  throughout.  It  will  be 
found  in  practice  to  be  a  great  advantage  to  have  these 
details  before  you.  Many  of  the  items  necessarily  vary 
according  to  the  quantity  of  mineral  raised,  and  it  is  only 


by  working  out  the  rate  per  ton  that  a  reliable  compariaoii 
can  be  made. 

I  need  hardly  point  out  how  important  these  oomparar 
tive  rates  are  as  a  guide  to  the  management  in  the  conduct 
of  the  business,  and  as  a  means  of  detecting  errors  and 
irregularities. 

If,  therefore,  we  can  induce  our  clients  to  have  Trading 
Accounts  prepared  somewhat  in  the  fonn  now  submitted, 
we  shall  be  helping  them  towards  the  successful  conduct 
of  their  business. 

The  management  wUl,  no  doubt,  prepare  every  month  a 
Cost  Account,  by  which  they  will  arrive  at  the  cost  per 
ton  of  coal,  and  will  form  an  estimate  of  profits  month  by 
month.  In  this  Cost  Account  they  will  divide  the  wages 
under  special  headings.  This  is  a  matter  more  for  the 
management  than  for  the  auditor,  but  the  Trading  Account 
will  prove  a  valuable  check  upon  the  monthly  Cost 
Accounts,  and  a  summary  of  these  should  be  made  and 
compared  with  the  Trading  Account.  By  this  means  the 
monthly  costs  are  kept  up  to  the  mark,  as  the  cost  clerk 
knows  that  he  will  have  to  prove  his  figures  at  the  end  of 
the  half-year. 

A  form  of  Cost  Accounts  is  given  by  Mr.  A.  A.  James 
in  his  paper  already  referred  to. 

Sales, 

The  statement  on  the  credit  side  of  the  Trading  Account 
is  given  in  detail,  in  order  to  show  a  useful  method  of 
arriving  at  the  total  weight  of  mineral  raised  and  the  net 
amount  realised  therefor  at  the  pit's  mouth.  It  shows  the 
average  price  realised  after  deducting  all  charges  made  to 
purchaser  or  covered  by  the  selling  price.  In  order,  how- 
ever, to  get  the  actual  weight  of  coal  handled  we  must  add 
the  coal  used  for  boilers  at  the  pit,  and  other  purposes, 
which  is  here  credited  as  a  sale  at  a  fixed  price  and  debited 
on  the  other  side  as  an  item  of  cost.  This  is,  of  course, 
a  necessary  entry,  if  we  are  to  arrive  at  the  true  cost  per 
ton. 

To  enable  the  particulars  shown  under  the  heading  of 
Sales  to  be  readily  obtained,  the  Sales  Day  Book  should 
be  kept  in  a  form  giving  columns  for  Carriage,  Wagon 
Hire,  and  Allowances,  &c.,  so  that  both  the  gross  amount 
chargeable  to  the  purchaser  and  the  deductions  and  net 
amount  to  be  credited  in  the  Trading  Account  may  be 
ascertained  and  summarised  monthly.  You  will  readily 
be  able  to  prepare  a  suitable  form. 

Profit  on  Wagon  Hire, 
You  will  notice  that  the  wagon  hire  on  coal  deducted 
above  from  the  sales  of  coal  is  here  brought  down  as  a 
credit  to  Wagon  Hire.  Similarly  the  wagon  hire  in  respect 
of  pit  wood  is  added  to  the  cost  of  that  article  on  the  other 
side  and  credited  to  the  wagons,  and  after  deducting 
Repairs  and  Depreciation  we  get  the  profit  earned.    The 
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rate  earned  per  wagon  is  a  useful  figure  for  comparison 
with  previous  periods,  as  it  shows  whether  the  wagons 
have  been  kept  in  constant  employment  or  not. 

Local  Sales, 

They  are  sales  of    coal    at    the    pit    to  the  company's 
employees  and  others.    The  profit  is  arrived  at  thus — 

Actual  Sales  tons        . .         . .      £ 

Credited  Colliery  „ 

At  per  ton  (fixed  rate). 


Gross  Profit  

Deduct  Wages  at  Sale  Yards     . . 

Net  Profit £ 


The  amount  credited  to  colliery  at  the  fixed  rate  has 
already  been  included  under  Sales  of  Coal  as  above. 

Brickworks. 

This  item  serves  to  illustrate  a  class  of  subsidiary  manu- 
factures which  are  often  associated  with  collieries,  and 
others  are  stone  quarries,  gas  works,  farms,  &c. 

Cottage  Rents. 

This  includes  the  rents  of  houses  occupied  by  officials 
and  workmen.  The  receipts  under  this  head  should,  of 
course,  be  carefully  verified  when  vouching  the  Cash 
Book.  The  principal  part  of  the  money  is  received  by 
deduction  from  the  workmen's  wages,  and  can  be  checked 
by  reference  to  the  certified  Pay  Sheet,  but  an  additional 
check  should  be  obtained  by  keeping  a  record  of  the 
number  of  houses  and  gross  rentals  due,  and  deducting 
any  known  or  certified  allowances  for  empties  and 
irrecoverables. 

Shoriworkings. 

This  is  a  term  applied  to  dead  rents  paid  in  excess  of 
the  royalties  due  in  respect  of  coal  raised.  You  will  find 
this  subject  fully  explained  in  the  paper  by  the  late 
Mr.  A.  A.  James. 

Colliery  leases  usually  provide  for  a  fixed  or  "dead" 
rent,  merging  in  a  royalty,  calculated  at  an  agreed  rate 
per  "acre"  of  coal  worked,  or  more  generally  per 
"ton"  of  coal  raised,  and  if  the  quantity  raised 
in  any  one  year  is  less  than  the  quantity  which 
at  the  agreed  royalties  will  cover  the  dead  rent, 
the  deficiency  can  be  carried  forward  for  a  certain 
number  of  years,  and  is  available  to  meet  royalties 
on  coal  subsequently  raised,  if  in  excess  of  the  quantity 
covered  by  the  minimum  or  dead  rent. 

Now  the  Trading  Account  should  only  be  charged  with 
royalty  on  the  coal  raised  during  the  period  of  the  account, 


the  excess  rent  paid  must  therefore  be  carried  forward  in 
suspense,  and  appears  in  the  Balance  Sheet  as  Short- 
workings.  It  is,  in  fact,  ren<t  paid  in  advance,  and  is 
similar  in  character  to  the  item  under  the  head  of 
''Insurance,  &c.,  unexpired,"  with  which  we  are  all 
familiar. 

Care  must,  however,  be  taken  not  to  carry  forward 
beyond  the  limit  of  time  fixed  by  the  lease  (say  three 
years),  and  any  shortworkings  which  may  have  become 
irrecoverable  by  effluxion  of  time  must  be  writt<6n  off. 

It  may  also  in  some  cases  be  a  question  whether  any 
shortworkings  should  be  carried  forward  at  all,  or  whether 
part  should  be  written  off.  Circumstances  sometimes 
arise  where,  although  by  the  terms  of  the  lease  there  is 
power  to  redeem  the  shortworkings,  there  would  be  so 
much  difficulty  in  raising  the  required  quantity  of  coal 
within  the  prescribed  time  that  there  is  practically  no 
prospect  of  the  arrears  being  worked  off ;  as  foi  instance, 
at  the  commencement  of  a  lease  where  delay  has  taken 
place  in  sinking  the  pits,  and  consequently  no  coal  is 
raised  for  several  years.  In  such  a  case  the  time  for  work- 
ing off  shorts  may  expire  before  the  colliery  has  been  in 
full  work  for  a  sufficient  time  to  overtake  the  dead  rents, 
and  the  question  will  arise  whether  any  or  what  portion 
of  the  shortworkings  may  safely  be  carried  forward. 

It  thus  becomes  necessary  to  carefully  consider  both  the 
actual  position  as  regards  the  terms  of  the  lease,  and  the 
prospects  of  the  colliery  generally  before  entering  short- 
workings  as  an  asset  in  the  Balance  Sheet. 

Details  of  the  item  are  given  in  our  pro  formd  Balance 
Sheet,  and  will  help  to  make  this  point  clear. 

You  will  see  that  in  this  particular  case  the  quantity 
worked  in  1905  has  nearly  covered  a  year's  dead  rent,  and 
therefore  it  may  fairly  be  assumed  that,  as  the  working 
face  will  be  extended  each  year,  it  will  show  a  substantial 
increase  in  quantity,  and  next  year's  dead  rent  will  be 
more  than  covered  by  the  royalty  on  the  mineral  raised. 
In  these  circumstances  the  balance  of  ;^i,2oo  will  be 
ultimately  all  worked  out,  and  may  be  carried  forward 
with  safety. 

Wages. 

This  is  the  most  important  item  on  the  payment  side  of 
the  Cash  Book.  It  comprises  a  very  large  part  of  the 
expenditure  of  every  colliery,  and  in  a  particular  case  I 
find  that  wages  are  nearly  70  per  cent,  of  the  total  cost  of 
raising  coal. 

The  verification  of  the  payment  of  wages  forms,  there- 
fore, an  essential  feature  of  the  audit. 

It  is  important  that  the  Wages  Sheets  should  be  properlv 
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certified.  It  is  soxnetimes  a  difficult  matter  to  get  our 
friends  to  carry  this  out  in  the  way  it  ought  to  be  done, 
but  1  will  put  before  you  the  form  of  certificate  which  I 
think  should  be  appended,  it  being,  of  course,  understood 
that  these  forms  may  be  modified  to  suit  the  circumstances 
of  a  particular  case. 

There  appear  to  me  to  be  three  different  certificates 
which  should  be  given  :  — 

{a)  Tlje  principal  wages  clerk,  under  whose  supervision 
the  men's  time,  or  quantity  of  coal,  is  entered  up, 
the  proper  rates  of  pay  appended,  and  the  amounts 
payable  calculated.  He  should  sign  a  certificate  in 
the  following  form  :  — 

"  I  certify  that  the  foregoing  Pay  Sheet  has  been 
"prepared  by  m©  (or  under  my  supervision),  that 
"the  rates  and  calculations  are  correct,  and  that 
"the  amount  payable  is  £  ." 

(b)  The  cashier,  who  either  with  himself  or  his  assis- 

tants actually  pays  the  men,  and  is  responsible  for 
handling  the  money,  should  give  a  certificate  in 
the  following  form  :^- 

"I  certify  that  on  I  paid  the  men 

"whose  names  appear  in  the  foregoing  Pay  Sheet 
"the  sums  set  opposite  their  names  in  the  last 
"column,  except  the  following,  who  did  not 
"present  themselves."  [Here  follows  a  list  of  the 
names  and  amounts  not  paid.] 

(c)  The  manager,   who   is   responsible   for   the   general 

working  of  the  mine,  and  whose  duty  it  is  to  know 
the  rates  of  wages  from  time  to  time  paid,  and  to 
arrange  the  number  of  men  to  be  employed,  &c., 
should  give  a  general  certificate  of  correctness, 
thus:  — 


"Examined  and  approved. 


-,  Manager." 


Sometimes  in  small  collieries  the  preparation  of  the  Pay 
Sheet  and  the  payment  of  the  men  is  performed  by  the 
same  clerk.  This  should  be  avoided,  if  at  all  possible; 
but  if  it  be  necessary  that  the  wages  clerk  should  also 
pay,  it  can  generally  be  arranged  for  someone  to  be  present 
at  the  pay,  and  to  join  in  the  certificate  (d). 

Another  feature  of  the  Pay  Sheet  is  the  deductions ;  as, 
tor  instance.  Rent,  Stores,  Doctor,  Sick  Club,  &c.  By 
far  the  best  arrangement  is  to  draw  from  the  bank  the  net 
amount  payable,  and  to  draw  separate  cheques  for  such 
of  the  deductions  as  have  to  be  paid  away  to  outsiders, 
the  payment  of  such  cheques  being  duly  vouched  by 
ceceipts,  but  sometimes  it  is  found  more  convenient  to 


draw  the  full  amount,  and  to  pay  over  the  various  deduc- 
tions in  cash.  In  such  cases  the  payment  of  these  amounts 
to  the  proper  persons  should  be  carefully  vouched. 

With  regard  to  unpaid  wages,  or  money  left  in  the 
cashier's  hands  at  the  close  of  the  pay,  the  list  to  be  given 
in  the  cashier's  certificate  will  show  these  amounts,  and 
care  will  have  to  be  taken  to  see  that  these  are  repaid  to 
the  coffers  of  the  company. 

Unpaid  wages  may  be  subsequently  paid  away,  but  all 
such  payments  must  be  vouched  by  orders  signed  by  the 
overman  and  initialled  by  the  manager.  Payments  on 
account,  made  before  pay-day,  will  be  vouched  in  a  similar 
way.  Any  irregularity  in  this  part  of  the  vouching  must 
be  most  carefully  noted  and  watched,  remembering  the 
large  amount  of  cash  passing  from  hand  to  hand,  and  the 
facilities  for  fraud  which  are  thus  afforded.  Any  balance 
on  Wages  Account  in  the  cashier's  hands  should  be  pro- 
duced and  counted  alon^  with  his  petty  cash  balances. 

Depreciation  and  Sinking  Funds. 

In  all  mining  enterprises  there  are  naturally  two  classes 
of  depreciation  to  be  considered:  — 

(i)  Wear  and  Tear  and  Depreciation  of  Machinery  and 
Plant. 

(2)  Exhaustion  of  the  Minerals  won. 

With  regard  to  the  former,  I  need  not  offer  many  obser- 
vations ;  the  considerations  which  have  to  be  borne  in  mind 
in  dealing  with  the  machinery  and  plant  oi  other  works 
will  apply,  and  regard  must  be  had  to  whether  repairs  and 
renewals  are  carried  out  to  such  an  extent  as  virtually  to 
cover  the  depreciation  due  to  wear  and  tear  or  not.  In 
large  collieries,  where  there  are  several  pits,  and  a  large 
amount  of  machinery  working,  there  will  be  renewals  con- 
stan<tly  taking  place,  which,  if  charged  to  Revenue  as  they 
occur,  will  go  a  long  way  towards  meeting  the 
depreciation. 

With  regard  to  all  the  loose  plant,  and  several  of  the 
other  items,  it  will  be  found,  I  think,  thajt,  by  charging 
all  repairs  and  renewals  to  Revenue,  and  keeping  the 
plant  in  good  condition,  depreciation  will  be  provided 
for ;  but  in  the  case  of  boilers,  engines,  and  some  other 
fixed  plant,  depreciation  should  be  allowed.  The  life  of 
steam  boilers  varies  a  good  deal  with  the  pressure  ol  steam 
and  the  quality  of  the  water.  Sometimes  the  life  of  a 
boiler  may  be  taken  to  extend  to  twenty  years,  and  a  5 
per  cent,  rate  will  be  sufficient ;  in  other  cases  a  higher 
rate  will  be  desirable. 

With  regard  to  Buildings,  Heapstead  Pulleys,  Frames 
and  Screens,  Surface  Railways,  and  Underground  Tram- 
ways, these,  if  constantly  maintained  and  renewed,  may 
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be  considered  as  lasting  the  life  of  the  colliery,  and  there- 
fore covered  by  the  General  Capital  Redemption  Account. 

I  have  already  pointed  out  that,  whenever  the  coal 
measures  included  in  the  area  leased  to  the  colliery  arc 
worked  out,  or  when  the  lease  expires,  the  whole  of  th€ 
capital  expended  in  sinking  shafts,  driving  headings, 
erecting  plant,  &c.,  will  become  valueless,  and  the  plant 
itself  will  be  worth  little  more  than  old  iron  prices. 

It  is  therefore  desirable  to  arrive  at  a  basis  for  calcu- 
lating a  Sinking  Fund  for  the  redemption  of  capital 
expenditure,  so  that  the  whole  amount  laid  out  may  be 
written  off  by  the  termination  of  the  lease,  or  by  the  tim<: 
when  all  the  minerals  are  exhausted,  whichever  shall 
happen  first. 

This  Sinking  Fund  may  be  arrived  at  by  estimating  the 
number  of  years  within  which  the  minerals  will  be  worked 
out,  and  spreading  the  capital  expenditure  over  thi: 
period,  but  it  is  evident  that  the  reeult  arrived  at  wil* 
depend  upon  two  estimated  figures:  — 

{a)  The  total  quantity  of  coal  in  the  coal-field. 
(b)  The  annual  output. 

The  former  of  these  figures  can  be  estimated  with 
tolerable  accuracy  by  the  mining  engineer. 

The  second  figure,  "annual  output,"  is  subject  to  much 
uncertainty,  and  is  liable  to  fluctuation  in  accordance 
with  the  state  of  trade  and  other  circumstances. 

A  more  satisfactory  way  of  calculating  the  Sinking  Fund 
is,  therefore,  to  fix  a  tonnage  rate,  so  that  each  ton  of  coal 
raised  shall  bear  its  share  of  the  initial  expenses  for  pit- 
sinking  and  development. 

Assuming  that  ;£i 00,000  is  expended  upon  such  initial 
expenses,  and  that  the  estimated  total  quantity  of  coal 
contained  in  the  coal-field  is  24,000,000  tons,  a  rate  of  id. 
per  ton  will  suffice  to  write  off  the  whole  outlay  by  the 
time  the  coal  is  worked  out. 

If  a  tonnage  rate  be  used  it  has  the  advantage  of 
regulating  the  amount  of  Sinking  Fund  in  proportion  to 
the  quantity  raised,  so  that,  when  from  any  cause  the 
raisings  are  reduced,  the  amount  charged  for  Sinking  Fund 
will  also  be  diminished.  On  the  other  hand,  this  method 
of  calculation  does  not  take  into  account  the  interest  that 
should  accrue  upon  the  sums  set  aside  from  year  to  year. 

If  the  id.  per  ton  were  invested  at  3  per  cent.,  and  the 
interest  accumulated  until  the  end  of  the  estimated  period, 
the  amount  obtained  would  be  considerably  in  excess  of 
that  required,  and  if,  instead  of  investing  the  money  out- 
side the  business,  it  were  employed  in  reducing  capital, 
we  should  have  in  the  latter  part  of  the  existence  of  the 


colliery  such  a  small  capital  that  the  profits  (unless  also 
considerably  reduced)  would  be  out  of  proportion  to  the 
capital,  and  very  large  dividends  would  be  paid,  a  result 
which  might  be  very  satisfactory  to  shareholders  then 
remaining,  but  which  would  be  hardly  fair  to  those  who 
had  sold  out  earlier. 

It  is  therefore  desirable  to  arrive  at  a  tonnage  rate  which 
will  provide  such  a  Sinking  Fund  that,  when  the  amounts 
provided  from  year  to  year  are  accumulated  at  compound 
interest,  there  will  be  a  sufficient  sum  at  the  end  of  the 
period  to  cover  the  initial  outlay. 

We  can  only  arrive  at  this  tonnage  rate  approximately, 
and  in  the  first  place  we  have  to  assume  that  the  minerals 
will  be  exhausted  within  a  certain  number  of  years. 

Taking  as  before  the  initial  outlay  at  ;£  100, 000,  the  total 
quantity  of  coal  won  at  24,000,000  tons,  and  assuming  an 
annual  output  of  600,000  tons,  the  life  of  the  colliery  would 
be  forty  years. 

The  annual  Sinking  Fund  required  during  these  forty 
years  in  order  to  redeem  the  initial  outlay,  allowing  com- 
pound interest  at  3  per  cent,  per  annum,  would  be 
;^i,326  4s.  9d.  Now,  inasmuch  as  we  have  assumed  an 
annual  output  of  600,000  tons,  we  may  conclude  that  a 

tonnase  rate  of  *  -^      ^'.-9.'  or  0.53d.  will  suffice  if  the 
6co,ooo  "''' 

Sinking  Fund  be  duly  invested  at  3  per  cent,  interest.    It 

follows  that,  by  allowing  interest,  a  tonnage  rate  of  a 

little  over  ^d.  per  ton  will  suffice,  instead  of  id.  per  ton, 

as  in  the  previous  calculation. 

The  only  weak  point  in  this  system  of  calculating  the 
Sinking  Fund  is  that  it  will  only  work  out  accurately  when 
the  life  and  annual  output  of  the  colliery  are  approxi- 
mately the  same  as  that  estimated.  If  the  life  be  longer, 
and  the  annual  output  smaller,  more  interest  will  accrue, 
and  the  Sinking  Fund  will  prove  larger  than  required ; 
if  the  life  be  shorter,  and  the  annual  output  greater,  the 
interest  will  be  less,  and  the  Sinking  Fund  may  prove 
inadequate.  It  is  therefore  desirable  in  making  the  cal- 
culation to  assume  an  annual  output  that  shall  err  on  the 
side  of  being  larger,  rather  than  smaller,  than  the  actual. 

With  regard  to  the  estimation  of  the  quantity  of  coal 
remaining  to  be  raised,  that  is  a  matter  more  within  th<r 
province  of  the  colliery  manager  than  the  accountant. 
It  may,  however,  be  of  interest  to  know  how  the  calcula- 
tion may  be  made. 

The    table    given    in    Statement    E    will    enable    the 

amount  of  coal  remaining  to  be  worked  to  be  estimated,  if 

the  following  data  are  given: —  r^.-^/-^r^T/-v 
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specific  gravity  of  the  mineral. 
Average  thickness  of  seam. 
Area  remaining  unworked. 

In  the  pro  formd  accounts  now  before  you  a  simple 
tonnage  rate,  without  accumulations  of  interest,  has  been 
adopted,  and  some  colliery  owners  will  be  found  to  prefer 
this  plan,  but  I  think  that  the  adjusted  rate  per  ton,  which 
takes  into  account  the  accumulating  interest,  is  the  most 
correct  system,  and  one  that  does  not  involve  any  serious 
complications. 

When  dealing  with  Colliery  Accounts  important  points 
will  often  arise  in  connection  with  Accident  Insurance, 
Coal  Owners*  Associations,  Strike  Insurance,  and  other 
matters  upon  which  I  have  not  time  to  enter,  but  which  I 


shall  be  glad  to  discuss  with  you  if  you  feel  disposed  to 
ask  any  questions.  It  would  also  have  been  possible  to 
append  to  this  paper  a  considerable  number  of  forms — 
such  as  Monthly  Cost  Accounts,  Stores  Received  and 
Stores  Issued  Book,  and  Wages  Sheets.  These  will  be 
found  appended  to  the  lecture  by  the  late  Mr.  A.  A.  James> 
to  which  I  have  already  referred. 

The  proper  keeping  of  the  Stores  Books  is  most 
important,  and  the  auditor  should  always  ascertain  that  a 
proper  system  of  check  is  in  use ;  but  my  object  to-night 
has  been  to  discuss  with  you  some  of  the  important  points 
with  which  the  accountant  and  auditor  has  to  deal,  leaving 
details  and  forms  to  be  worked  out  as  occasion  may 
require. 


Statement  A.— 


THE     BLACK-VEIN     COLLIERY    COMPANY.     LIM. 


Balance  Sheet,  at  31st  December   1905. 


Liabilities. 

Share  Capital-^ 
Authorised  30,000  shares  of  £10  each 

Issued  20,000  shares  of  £10  each,  £5  paid 
up         

Mortf^afie  Debentures  ©5% 

Siituiry  Creditors  

Sutuiry  Liabilities — 

Rovalties,    Rents.   Wages,   and    Interest 
Clue,  or  accrued       

Creditors  for  Instalments  on    H'li/fon  Con- 
tracts — 
Estimated  Liability  at  30th  June  1005 
Deduct  Principal  repaid  during  .V-year. . 

Reserve  for  Kedembtion  of  Capital— 

Atnouiit  at  30th  June  1905 

Add  Tonnage  Instalment,  id.  \HiT  ton 
of  raisings 

ProJU  atut  Loss  Account  — 
Amount  at  credit  30th  June  UJ05    . . 
Deduct  Dividend  at  the  rate  of  5%  per 
annum,  paid  nth  August  1905 

Add  Profit  lor  the  ^-year 


£      8  d 
£300,000  o  o 


IU.125    9 
S6.t  11 


r5-2'^3 

U 

'J 

«77 

2 

7 

2..S59 

1 

8 

2.500 

0 

" 

359 
2.494 

1 
12 

H 
11 

£ 

s 

d 

10^,000 

0 

0  1 

25.000 

0 

0 

19.667 

17 

10 

4. 76  J 

17 

8 

9,2(JO 

>7 

1 

Assets. 

Leasehold  Mines,   Buildings,   and    Fixed 
Plant - 

Amount  at  30th  June  1905 

Add  Expenditure  during 

the  ^year :  ,      £      s    d 
Extension  of  Sidings     . .       409  15    5 
New  Cottages  and  Work- 
shops             1,182  II    9 


£      s    d 
102,762    3    6 

1 .592    7    2  I 


New  yV'orks  Suspense  Account,  chargeable 
to  Profit  and  Loss  Account  by  Instal-  1 
nients  : 

Balance  at  ^oth  June  1905 6.40?  ic    6 

Driving  inam  heading  west  through  fault  701  19    5 


Deduct  Amount  written  ofl 


7.105    911' 

«22      J      4  , 


Kollinf^  Stock,  Locomotives  and  Railway  I 
Wagons  as  at  30th  June  1905         ..         ..       25.2«>5    o 
I         Less  Depreciation  written  ofi    . .         . .  475    o 

I  Movable  Plant,   including  Horse«,   Carts, 
10,16017   41,      Harness,  ftc,  as  per  Inventory    .. 
Stoi  ks  on  hatui,  viz.  : — 

Coal  and  Ironstone 

11      Pitwood  

'I      General  Stores,  including  Provender    .. 

Sumlrx  Debtors,  less  provision  for  Doubt- 
ful Debts      

s.'^^Sj  U    7  ii  Shorlii'orkings,  Dead  Rents  paid  1902/1905 


104,354  10     8 


6.2S3     6     7 


£177,707    5    4 


Deduct 

Royalty  on  Coal  raibe<l 
during  1905 

Balance  of  Royalty  1902, 
irrecoverable  and  written 
ofl 


1 

24.S20  0  0 

4,763  10  6 

163  0  7  ' 
950  15  10 
2,184  15  2 

3,29.S  II  7 

i,f<oo  0  0  1 

26,309  17  6 

£ 

323    o    o 
77    o    u 


Coal  Owners'  Association — 
Part  of  Calls  paid,  carried  forward  i  1 
Suspense      

Cash  at  lianken  arul  in  hatui 


1.200  o 

i,7ih    o     5 
4.959   S    I 
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statement  B.- 


Ih'. 


THE     BLACK-VEIN     COLLIERY     COMPANY,     LIM. 
Trading  Account  for  the  Half-year  ending  31st  December  1905. 


Cr, 


Salaries 

Travelling  Ex-  ' 
penses        ..  1 

Stamps,  Sta-  j 
tionery,Ofl&c«  , 
and  General  j 
Expenses    . . 

Donations     . .  | 

S  ur  fa  cc  1 
Damages    ..  I 

Depreciation  of  I 
Locomotive 


£ 

I|2I3 
99 


149  10 
47    I 


Accident  Insurance  Premium 
Bad  Debts 


as^S' 


Wages         

Pitwoo<l        

Stores  

Coal  used  for  Colliery  Consumption  , 

Royalties 

Horsekeep 

Kates  and  Taxes 


General  Charges— 


I 


K  >>c 


190    O    0  , 


Coal  Owners*  Association — 
Proportion  of  amount  written  off  Calls 

Capital  Redemption  Account— 
210,510  tons  12  cwt.  at  id.  per  ton 

Sew  Works  Suspense  Account — 
Instalment  wntten  off  . . 


Balance   carried   to   Profit    and  Loss 
Account 


£      s  d 

68,607  12  8 

8,859  2  2 

2,345  10  3 

1,421  6  7 

5,273  I  10 

3,470  18  o 

1,615  15  5 


I 


1.799  4  3 

705  7  8 

• 

118  6  5 

574  14  0 

877  2  7 

822  3  4 

4.689  14  I 

4)  0 

05  tt 


£  101,179  19    3 


Sales  of  Coal,  including 
Carriage  and  Wagon  Hire 
Deduct—  £      s    d 

Carriage  ..3.387  3  4 
Wagon  Hire, 
Company's 
Wagons  ..  2,939  9  II 
Agency  Char- 
ges &  Com-! 
missions   ..     697  12    7 


Tons    cwt.  I 
201,818    12    I 


Net  Amount   realised  for 

Coal 

Add— 

Coal  used  for  Colliery 
Consumption   . . 


Weight 


^  ti 

"^S. 


8,760     4 


210,510    12 


Deduct—  210,578    16 

Decrease  in    Stock   of 
Coal        1         68     4 


Total  Mineral  raised 

Profit  on  Wagon  Hire,  &c.— 
Charged   to    Customers, 

on  Coal 

Do.      on  Pitwood  and 
Sundries        ..        .. 

Less—  I      £     s    d 

Repairs       ..     835    o    7 
Depreciation     375    o    o 


£     s    d 
2,939    9  " 

131  18  10 


3,071     8    9 


1,210    o    7 


Rate  per  Wagon  (700)  £2/13/2 

Profit  on  Local  Sales        

Brtck  Works  Profit  

Rents   of    Managers   and    Workmen's 
Houses,  after  deducting  Rent,  Rates, 

and  Repairs       

Coal  Owners'  Association- 
Indemnity  received  for  loss  of  Profit 
caused  by  Strike 


/:     s  d 
103,806  1  I 


7.024  5 

10 

96.781  15 
1,421  6 

3 
7 

98,203  I 
3619 

10 
6 

98,166    2     4 


1,861    8    2 

140  10   3 
»34    3    4 


2o   6    5 

857   8   9 


:oi,i79  19   3 


Statement  C—  THE    BLACK-VEIN    COLLIERY    COMPANY,    LIM. 

Dr.  Profit  and  Loss  Account  for  the  Half-year  ending  31st  December  1905. 


Cr, 


Half-year ' 
eoduig 


Interest  on  Debentures 

Interest  on  Instalments  under  Wagon  Con- 
tracts         

Directors'  and  Auditors'  Fees 

Income  Tax 

;  Shortworkings  irrecoverable  and  written-off . . 
I  Balance,  Profit  carried  to  Balance  Sheet 


I 


ilHalf-^earl 
I,    endmg    , 


£ 
62s 


s    d  I  ■ 


541  12  4  ; 

360    o    o  I 

597    4    4  ji 
77    o    o  |l 
2,494  12  II 


I  £4.695  "    7 


|1 


Balance  from  Trading  Account,  being  Profit 
for  the  Half-year        

Transfer  Fees  
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£      s   d 
4.689  14   I 

5  17    6 


£4.695  "    7 
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statement  D.— 

AGREEMENT   FOR   PURCHASE   OF   100  RAILWAY 
WAGONS. 

Statement  showing  Division  of  Instalments  into 
Principal  and  Interest. 


Cash  Price     . . 

Term 

Half-yearly  Instalments 


;f3.ooo. 
5  years. 
/351  13s.  lod. 


Payable  30th  June  and  31st  December. 

Interest  6  %  per  annum,  commencing 
from  I  St  July  1899. 


Due  Date 

I 
Amount  of  ' 
Instalinent 

1 

Interest 

Principal 

'  Balance  of 
1    Principal 

1899- 

-June3oih 

..          1 

30000000 

December  31st 

351-6916 

90*00 

261-6916 

2738-30S4 

190 

-June  30th 

3516916     1 

82-1492 

269-5424 

2468-7660 

December  31st 

351*6916 

740630 

2776286 

2191-1374 

1901- 

-June  301I1 

351-6916 

65-7342 

2859574 

i905'it'oo 

December  31st 

3516916 

57*1554 

29r5362 

1610-6438 

1902- 

-June  30th 

351-6916     ^ 

48-3193 

303*3723 

130727 15 

December  31st 

3516916 

392181 

3"'4735 

994-7980 

1903- 

-June  30th 

351-6916      ; 

298*39 

321-8477 

672-9503 

December  31st 

351-6916      1 

20-1J8J 

331*5031 

341*4472 

1904- 

-June  30II1 

3516916 

102 134 

341-4482 

Difference 

•00:0 

See  Form  of  Ledger  Account  below. 


FORM    OF    LEDGER    ACCOUNT    FOR    RAILWAY    WAGONS    PURCHASED    UNDER   HIRE   AND 

PURCHASE    AGREEMENT. 


Dr, 

Metropolitan  Wagon  Company,  Lim.                                                              Cr. 

,896 
Djc.  31 

£     s   d 

To  Cash  — 

I  St  Instalment 35i  13  10 

»    Balance        2,738    6    2 

1896 
July     I 

Dec.  31 

1896 
Dec.  31 

1897 
June  30 

1897 
June  30 

£       s    d 
By  Railway  Wagons  Account— 

100  Wagons  Purchased         3.000    0    0 

»  Interest  Account — 

Half-year  ending  this  date 90    0    0 

/r3.o90    0    0 

1    £3.090    0    0 

1897 
J  une  30 

To  Cash- 

2nd  Instalment 351  13  10 

»   Balance        2,468  15    4 

By  Balance         2,738    6    2 

m   Interest  Account  — 

Half-year  ending  this  date :            82    3    0 

1  £2,820    9    2 

1    £2.820    9    2 

1 

By  Balance         . .         I       2.468  15    4 

1 

Statement  E.— 


Redemption    of    Capital. 
Capital  Outlay 

Total  Weight  of  Mineral  in  Coal-field 
Annual  Output  estimated  at 
Life  of  Colliery,  40  years. 

To  redeem  /loo.ooo  at  the  end  of  40  years, 
allowing  Interest  at  3%  per  annum, 
requires  an  annual  Sinking  Fund  of      . .  /'i,326  4s.  gd 

Tonnage  Rate  =  l^^^^^'^  or  o-53d.  per  Ton 
600,000 

say  approximately,  Jd.  per  Ton. 


Table   of  Weight  of  Coal  for  calculating  quantities  of 
un worked  Mineral  in  a  Coal-field. 


;f  I  00,000 

Tons. 

Specific  Gravity 

Weight  in 
1                 per 

1 

the  Natural  Bed  per  acre 
inch  thick  in  tons 

24,000,000 
600,000 

1*15 
1-20 

1-25 

1-30 
1*35 
1-40 
1*45 
1-50 

1 
i 

116-475 
121-540 
126-604 
131-668 
136-732 
141-796 
146-860 
151-925 

Illustration. 
The  quantity  of  Coal  contained  in  a  Seam  of  2ft.  3io. 
thick,  extending  over  an  area  of  20a.   2r.    i3p.,  assuming 
specific  gravity  to  be  1-30,  will  be 
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U.  Up-cast  Shaft 
D.  Down ' cast  Shaft 


/.  incline  to  reach  seam  through  fault 
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Ube  WflbtB  of  partners  tnter  ec. 


By  Sidney  S.  Dawson,  F.C.A. 


A  PAPER  read  to   the  Chartered   Accountants*   Student 
Societies  of  Sheffield,  Birmingham,  and  Liverpool. 


It  must  be  a  considerable  time  since  I  last  read  a  paper 
to  accountant  students  from  manuscript,  for  during  recent 
years  I  have  endeavoured  to  fulfil  my  obligations  as  a 
lecturer  "  on  the  list  "  of  the  Union  by  speaking  from  a  few 
notes.  No  doubt  my  constant  teaching  has  rendered  this 
possible ;  certainly  the  increasing  calls  upon  my  time  have 
made  it  necessary.  But  it  has  been  represented  to  me  by 
those  presumably  well  qualified  to  judge,  that  if  lecturing 
from  notes  is  to  become  a  general  practice,  the  literature  of 
the  profession  will  contract  as  rapidly  as  it  expanded  ; 
particularly  if  on  that  account  a  paper  upon  some  point 
involving  a  variation  of  previous  notions  cannot  be  repro- 
duced in  the  columns  of  The  Accountant, 

As  ray  present  lecture  comes  under  the  latter  heading,  I 
have  prepared  it  at  length  accordingly. 

When  Mr.  T.  A.  Welton,  F.C.A. ,  read  his  paper  upon  this 
subject  at  the  Conference  of  Chartered  Accountants  held  in 
Liverpool  in  the  autumn  of  1904,  he  apparently  based  his 
remarks  upon  the  decision  in  Garner  i/.  Murray  (1904,  i  Ch. 
57).  But,  in  common  with  many  other  accountants  who 
have  in  the  meantime  expressed  their  views  upon  the  matter, 
I  venture  to  suggest  that  the  precise  bearing  of  the  decision 
in  question  was  not  at  that  time  fully  recognised. 

Mr.  Welton  illustrated  '*  the  rule  of  law  to  which  he  took 
exception"  thus:— 


Capital 

£ 
A.— 50,000 
B.— 50,000 
C— «o,ooo 


Profits  Divisible 

and  Drawn  a» 

under,  equal 

Stiares. 


20,000 


Losses  subsequently 

sustained  divisible 

as  under,  ^fo  rata  as 

to  Capital. 

£ 

25,000 

25,000 

10,000 


^120,000 


^60,000 


£60,000 


Complaint  was  made  that,  under  this  alleged  rule  of  law 
(whereby  profits  were  divided  according  to  certain  propor- 
tions but  losses  were  allocated  upon  another  principle),  if 
the  firm  had  made  ;^6o,ooo  profits  and  subsequently 
sustained  /6o,ooo  losses,  C.  would  gain  /"lo.ooo  at  the 
direct  expense  of  his  co-partners. 

Neither  the  decision  in  Gamer  v.  Murray  nor  the  provi- 
sions of  the  Partnership  Act  can  be  quoted  in  support  of 
such  a  method  of  dividing  losses.     Suppose,  instead  of  a 


loss  of  ;^6o,ooo  there  had  been  a  loss  of  /8o,ooo,  and  profits 
were  divisible  as  to  two-eighths,  three-eighths,  and  three- 
eighths.  This  loss  would  be  borne  by  the  partners  in  the 
same  proportions  as  they  were  entitled  to  share  profits, 
whether  the  partnership  was  being  continued  (Section  24 
(i) )  or  being  dissolved  (Section  44). 

Thus  :— 

A.  Capital  £50,000  less  g  share  losses  £20,000,  leaving  £30.000  due  to  A. 

B.  M      50,000  H      ^        m  m  30,000     m  2O,00O    »    B. 

50.000 

C.  »    20,000  .  g   .    M        30,000  (def'cy)  10,000  ^^J^c!^ 


£120,000 


£80,000  £40,000 


The  result  is  that  ;^i 20,000  of  capital  has  been  reduced  to 
^40,000  by  reason  of  losses  amounting  to  /8o,ooo,  but  A. 
and  B.  will  recover  their  respective  balances  of  capital, 
because  C.  must  contribute  (under  Section  24  (i),  or  Section 
44,  as  the  case  may  be)  his  deficiency  of  ;^io,ooo.  But  if  he 
cannot  contribute  the  whole  or  any  part  of  the  ;f  10,000,  then 
the  amount  of  loss  occasioned  by  his  default  must  be  borne 
by  A.  and  B.  rateably  as  to  capital  and  not  in  the  ratio  in 
which  A.  and  B.  respectively  were  entitled  to  profits.  Nor 
does  this  mean  as  ^30,000  is  to  ;^2o,ooo,  being  the  ultimate 
balances  due  to  them  in  respect  of  capital. 

The  losses,  having  occasioned  deficiencies  of  capital,  must 
be  contributed  either  actually  or  in  account  in  proper  shares 
by  A.  and  B.  (Section  44  (6) )  notwithstanding  C/s  default, 
before  any  application  of  the  assets  can  be  made,  and  before 
any  distribution  to  each  partner  rateably  of  what  is  due  from 
the  firm  to  him  in  respect  of  capital. 

Thus  :— 


Capital  Accounts. 


A.,  Capital . 
B., 


'ISi! 


I 

i    i 

50,000    • 
50,000    I 


Assets, 


£100,000 


Assets  of  Firm  remaining 

£ 

after  Losses 

40,000 

Contribution  of  A.  to  de- 

ficiency of  Capital 

20,000 

Contribution  of  B.  to  de- 

ficiency of  Capital 

30,000 

Amount  due  from  C,  but 

90,000 

irrecoverable      . . 

10,000 

£100,000 


Therefore  (i)  although  A.'d  share  in  the  profits  was  |ths, 
and  B.'s  share  was  §ths,  and  (2)  although  A.'s  balance  of 
capital,  after  deducting  losses  was  /jo.ooo  and  B.'s  balance 
/2o,ooo,  the  loss  occasioned  by  C.'s  default  must  not  be 
borne  by  A.  and  B.  respectively,  either  as  2  is  to  3  (profits) 
or  as  3  is  to  2  (balances  of  capital),  but  in  proportion  to  their 
amounts  of  capital  after  any  deficiency  thereof  has  been*  con- 
tributed, such  proportion  in  this  case  being  that  of  equal 


shares.    Thus  :— 
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A.'s  Share. 

Capital £50,000 

Liss  J  Loss  of  C.'s  CoQtribution       . .  5,000 

45,000 
Less  Own  Contribution 20,000 

Net  Amount  Receivable    ..  .  £25,000 

B.'s    SUARB. 

Capital £50,000 

L«S5  i  Loss  of  C.'s  Contribution  ..         5,000 

45,000 
Leis  Own  Contribution 30,000 

Net  Amount  Receivable £15,000 


The  ^40,000  of  assets  of  the  firm  remaining  after  the  losses 
sustained  had  been  ascertained  would,  therefore,  be  dis- 
tributed among  A.  and  B.  as  to  ;f25,ooo  and  ;fi5,ooo 
respectively. 

The  foregoing  is  based  upon  the  decision  in  Garner  v^ 
Murray,  where  it  was  held  by  Joyce,  J.,  that  the  loss  sustained 
by  some  of  the  partners,  because  of  the  default  of  another 
partner  when  adjusting  their  respective  rights  inter  se  after 
all  the  debts  due  to  outside  creditors  have  been  paid,  must 
be  distinguished  from  a  loss  of  the  Jirm  as  a  whole,  and  not  be 
borne  by  the  non-defaulting  partners  in  ratio  to  the  propor- 
tions in  which  they  were  entitled  to  share  profits,  but 
rateably  according  to  the  amount  of  capital  respectively  due 
from  the  firm  to  them,  due  account  being  taken  of  the  con- 
tributions  from  each  partntr  in  respect  of  any  deficiency  of 
capital. 

The  actual  figures  in  Garner  v.  Murray  were  as  follow : — 


CapUal  AccounU. 

£ 

2,500 

314 

Assets. 

Cash 1,916 

Wilkins  (overdrawn)   £263 
Deficiency  of  Firm  . .      635 

898 

<  tamer           

Murray          

£a,8i4 

£2.814 

^BB 

as= 

in    this   case    necessitated    a   distribution    upon    different 

principles,  thus: — 

Stage  I. 


Wilkins  was  unable  to  pay  anything.  Profits  had  been 
divisible  equally.  The  generally  accepted  solution  of  the 
foregoing  had  hitherto  been  as  follows : — 


Capital  Accounts. 

Gamer  ..  £2,500 

Less  4  share  of  £898       449 


2,051 


£2,031 


Assets. 

Cash 

Murray,    )  share   of 
£808.         ,.        ..    £449 
Less  Capita!  314 


1,916 


135 


£2,051 


Thus  Murray  would  pay  in  ;^i35.  and  Garner  would  take 
the  whole  ;^2, 05 1.     But  the  distinction  made  by  Joyce,  J., 


Assets. 

Cash 

Garner's  Contribut'n 

to  Capital,  defic'ncy  £2x2 

Murray's  ditto          . .  212 

Wilkins,  overdrawn  .  263 

Share  of  deficiency . .  211 


£ 
1,916 


474 
£2,814 


Capital  Accounts. 

Garner  ..        ..£2,500 

I       Less  i^^  of  £474  •  •      422 

I  2,078 

Less    Contribution 
due  ..        ..      212 


Murray  ..        ..      314 

Less  ^VA  of  £474  . .        52 

262 
Less    Contribution 
due  ..  2x2 


Stage  II. 

£ 

Cabh 

I 
1,866    ' 


Assets. 


£ 
1,916 


£1.916 


£1.916 


In  the  course  of  the  discussion  upon  the  Garner  v.  Murray 
decision  the  solution  of  Professor  Dicksee  in  his  *'  Advanced 
Accounting,"  Second  Edition,  p.  66,  has  received  some 
attention  from  those  who  have  written  upon  the  question, 
aad  perhaps  this  paper  can  hardly  be  deemed  to  review 
completely  the  situation  without  some  reference  to  Professor 
Dicksee's  views.  It  is  with  some  diffidence  th^t  I  will 
discuss  those  views,  for  the  Biblical  supplication  "My  desire 
is  .  .  .  that  mine  adversary  had  written  a  book  "  looms 
largely  before  me.  As  an  author  I  have  felt  the  lash  of  the 
critic's  whip,  and  I  will,  therefore,  discuss  Professor 
Dicksee's  treatment  of  the  Garner  v.  Murray  decision  with 
circumspection. 

In  the  words  of  a  leading  article  in  The  Accountant,  it  is 
impossible  to  make  much  sense  of  the  official  version  of  the 
Garner  v.  Murray  decision,  while  the  figures  are  hopelessly 
muddled,  and  to  compare  the  figures  of  one  report  with 
those  of  another  merely  tends  to  make  confusion  worse  con- 
founded, but  Professor  Dicksee  in  his  own  work  sets  out  the 
original  position  in  the  form  in  which  accountants  generally 
have  accepted  the  true  position  to  have  been,  namely : — 
Balance  Sheet. 


Liabilities. 


j^rd  A.,  Capital 
ird  B.,     Do. 


I  Assets. 

2,500  Cash 1,916 

314    I  Ard  C,  Capital  overdrawn  263 

'  Deficit 635 


£2,8x4 


£2,814 


ionized  by 


Google 
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He  then  increases  the  cash  by  the  amount  of  two-thirds  of 
the  deficit,  say  ;f  424.  being  the  shares  thereof  for  which  A. 
and  B.  are  liable,  but  instead  of  decreasing  the  deficit  to 
the  extent  of  these  contributions,  he  adds  ;^2i2  to  each  of 
the  capital  sums,  thus : — 


Liabilities. 


A.,  Capital   .. 

Contribution 

deficiency 

B..  Capital  .. 

Contribution 

deficiency 


••  £3.500 
to 

213 


2,712 


314 
212 


__5a6 
£3.238 


Assets. 

Cash £1.9x6 

Contributions  of  A. 
and  B 424 

Deficiency  as  before 


£3.238 


The  cash  is  then  distributed  thus  :- 

A.,  UH  of  £2,340,  less  £212,  say 
B'.  ^*fl&  of  £2,340,  less  £212,  say 


£1.748 
168 


£1,916 


In  the  action  the  Master  certified  that  the  sums  due  to  the 
plaintiff  and  defendant  were  £2,506^  and  £^1^,  respectively. 
The  question  arises  whether  the  Master  in  certifying  the 
sums  due  to  A.  and  B.  had.  or  had  not,  already  taken 
account  of  the  ;f2i2  which  each  of  them  would  have  to 
contribute  to  the  deficiency  of  capital.  If  he  had  so  taken 
account,  Professor  Dicksee's  solution  can  hardly  be  sup- 
ported ;  if  he  had  not  so  taken  account  of  the  contributions 
of  A.  and  B.  to  the  deficiency,  there  is  a  little  to  be  said  for 
Professor  Dicksee*s  view,  but  from  a  bookkeeping  point  of 
view,  at  least,  it  is  open  to  objection,  for  partners  cannot  be 
said  to  bb  contributing  to  a  share  of  a  deficiency  and  by  so 
doing  increasing  the  cash  and  their  capital  pro  tanto^  leaving 
the  deficit  as  before. 

Professor  Dicksee  has  stated  that  his  reason  for  hesitating 
to  accept  the  solution  in  Gamer  v.  Murray  is  on  account  of 
the  practical  difficulty  of  distinguishing  between  losses  of 
the  firm  and  losses  of  the  partners  individually  when 
adjusting  their  rights  inter  se.  For  myself,  I  am  of  opinion 
that  the  irrecoverable  portion  of  any  sum  ultimately  found 
to  be  due  from  a  partner  is  a  loss  of  the  other  partners,  and 
not  a  loss  of  the  firm  ;  and  whether  the  unpaid  contribution 
was  required  to  make  up  trading  losses,  or  excessive  drawings 
of  cash,  or  unpaid  accounts  in  respect  of  goods  purchased 
from  the  firm,  or  whether  the  indebtedness  occurred  during 
the  course  of  the  partnership,  or  during  the  period  of  the 
dissolution,  the  circumstance  does  not  affect  the  principle  of 
law.  Nor  does  the  decision  create  any  distinction  between 
capital  and  revenue  losses  of  the  firm  as  a  whole.  Whether 
the  deficiency  is  caused  by  a  trading  loss,  or  a  shrinkage  in 
value  and  consequent  loss  on  the  realisation  of  fixed  assets, 
the  different  principles  upon  which  the  losses  of  the  firm 


and  the  losses  of  some  of  the  partners  are  respectively  to  be 
dealt  with  are  unaffected. 

I  Another  point  which  has  suggested  difficulties  to  some 
accountants  who  have  written  upon  this  question  is  the 
bookkeeping  device  necessary  to  eliminate  the  nnrecovered 
balance  due  from  the  defaulting  partner,  and  it  is  a  little 
surprising  to  find  in  a  leading  article  in  The  AccouMtants' 
Journal  for  November  last  the  following  paragraph  : — 

"  As  to  what  is  to  be  done  with  C.'s  balance  in  the 

books  of  account  the  text-books  are  silent,  the  Courts 

are  silent,  and  hence  it  is  difficult  to  make  any  entry, 

since  the  peculiar  effect  of  the  decision  is  beyond  the 

canon  of  the  bookkeeper's  art." 

But  surely  it  must  be  recognised  that  if  the  irrecoverable 

balance  is  written  off  against  the  other  partners  rateably  as 

to  their  capital,  it  is  the  same  thing  from  an  administrative 

point  of   view  as  distributing  the  available  assets  in  the 

same  proportions ;  or,  conversely,  after  the  Capital  Accounts 

of  A.  and  B.  have  been  debited  with  the  cash  paid  to  them, 

which  represents  their  rateable  shares  in  the  available  assets, 

there  will  be  a  balance  still  dne  to  each  of  them  which  will 

exactly  represent  their  rateable  shares  of  abatement  to  meet 

C.*s  deficiency,  so  that  C.'s  deficiency  may  then  be  written  off 

against  A.  and  B.  accordingly,  thus  closing  every  account 

in    the   books  to  the  complete  satisfaction   of   the   most 

punctilious  bookkeeper. 

In  this  particular  connection  I  would  like  to  express  the 
personal  opinion  that  no  transaction  is  beyond  the  canon  of 
the  bookkeeper's  art ;  in  other  words,  that  which  can  be  done 
can  he  recorded.  Of  course,  we  know  that  there  are  some 
things  prescribed  by  law  as  capable  of  being  done  (i.g., 
Section  3  of  the  Companies  Act  of  1880)  which  we,  as 
accountants,  do  not  regard  as  possible.  In  such  a  case,  the 
bookkeeper's  art  would  fall  short  of  the  calls  upon  him, 
simply  because  the  '*  transaction  "  in  question,  though  legally 
permissible,  was  in  practice  not  possible. 


Having  dealt  with  the  matter  from  an  accountancy  and 
an  illustrative  point  of  view,  I  will  now  endeavour  with  all 
deference  to  take  up  the  question  from  the  legal  and,  in  this 
particular  case,  the  argumentative  standpoint.  If  we  can 
avoid  it  we  do  not  care,  as  accountants,  to  deal  publicly  with 
the  purely  legal  portion  of  a  question,  but  I  plead  at  least 
two  extenuating  circumstances  for  making  an  exception  in 
this  instance.  One  is  that  Section  44  of  the  Partnership 
Act  of  1890  is  as  mixed  a  question  of  law  and  account  as 
can  be  conceived,  The  other  is  that  I  shall  not  engage 
myself,  as  other  accountancy  writers  have  done,  either  in 
challenging  the  soundness  of  the  decision  of  Joyce,  J.,  or  in 
doubting  the  practicability  of  carrying  it  out. 

Joyce,  J.,  decided  in  Gamer  v.  Murray  that  after  a  partner 
had  fulfilled  his  obligations  to  outside  creditdrs  ^d  had  coa- 
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tributed  his  oum  share  of  capital  deficiency  (if  any)  he  was 
not  liable  on  a  dissolution  to  contribute  to  a  defaulting 
partner's  deficiency,  because  the  word  "losses"  in  Section  44, 
paragraph  (a),  meant  losses  of  the  firm,  and  as  the  debt  of 
such  defaulting  partner  was  not  a  debt  due  to  the  firm,  the 
loss  of  it  was  not  a  *'  firm  loss." 

Section  39  would  appear,  however,  to  create  some  difficulty, 
for  it  provides  that  on  the  dissolution  of  a  partnership  every 
partner  is  entitled,  as  against  the  other  partners  in  the  firm, 
and  all  persons  claiming  through  them  in  respect  of  their 
interests  as  partners,  to  have  the  property  of  the  partnership 
applied  in  payment  of  the  debts  and  liabilities  of  the  firm, 
and  to  have  the  surplus  assets  after  such  payments  applied 
in  payment  of  what  may  be  due  to  the  partners  respectively, 
after  deducting  what  may  be  due  from  them  as  partners  to 
th^  firm. 

Now  if,  after  the  outside  creditors  have  been  paid,  a 
partner  has  capital  to  his  credit,  and  it  can  be  regarded  as 
legally  possible  for  there  to  be  a  sum  due  from  a  partner, 
qua  partner,  to  the  firm,  and  that  it  is  legally  permissible  on 
a  dissolution  to  deduct  the  sum  so  due  to  the  firm  from  the 
sum  which  is  due  to  the  partner  in  respect  of  capital,  why 
should  it  be  contended  where  there  is  a  sum  due  from  a 
partner,  qua  partner,  to  the  firm,  but  no  contra  account  from 
which  it  can  be  deducted,  that  such  debt  is  not  a  debt  due 
to  the  firm,  so  that  its  non-recovery  is  not  a  loss  of  the  firm  ? 

Again,  Section  44  (Clause  (6),  Sub-clauses  2  and  3) 
refers  to  the  amounts  which  are  due  from  the  firm  to  each 
partner  in  respect  of  advances  and  in  respect  of  capital. 

And  this  also  is  after  the  outside  debts  have  been  paid. 
Surely,  therefore,  if  one  partner  can  be  a  creditor  of  the 
firm  of  which  he  is  a  partner  after  the  outside  debts  have 
been  paid,  why  can  he  not  be  a  debtor  of  the  firm,  with  the 
result  that  his  defstult  as  a  debtor  would  occasion  a  loss  to 
the  firm  which  would  be  divisible  in  the  same  way  as  any 
other  partnership  loss? 

Pursuing  this  line  of  argument,  there  are  those  who 
contend  (i)  that  the  contributions  by  the  partners  to  make 
up  the  losses  and  deficiencies  of  capital  referred  to  in  para- 
graph (6)  of  Section  44  mean  recoverable  contributions,  and 
(2)  that  any  irrecoverable  contribution  is  a  loss  or  deficiency 
of  capital  within  the  meaning  of  paragraph  (a)  of  the  same 
section  and  chargeable  against  the  other  partners  in  the 
proportion  (or  rather  the  ratio)  in  which  they  were  entitled 
to  share  profits. 

The  foregoing  would  appear  to  support  The  Accountant  in 

a  leading  article  in  the  issue  of  14th  January  1905.  viz. : — 

**  The  confusing  part  of  the  decision  in  Garner  v. 

Murray  is  that  it  appears  to  treat  losses  arising  through 

the  inability  of  a  partner  to  meet  his  share  as  being 

something  altogether  distinct  from  the  losses  sustained 


by  the  firm;  but  why  a  partner  should — for  this 
purpose — be  treated  difiierently  (from)  any  other  debtor 
of  the  firm  is  anything  but  clear." 

The  answer  would  appear  to  be  this : — Section  44,  if  care- 
fully construed  and  taken  as  a  whole,  is  self-contained  and 
conclusive  upon  the  point.  The  deficiencies  of  capital 
referred  to  in  Clause  (a)  mean  losses  of  the  firm,  while 
losses  of  the  partners  individually  are  dealt  with  under 
Clause  (6),  Sub-clause  3. 

Before  passing  to  the  consideration  of  Section  44  two 
general  points  may  be  mentioned  with  regard  to  the 
distinction  between  a  loss  of  the  firm  as  a  whole  and  a  loss 
as  between  partners  inter  se. 

It  is  prescribed  that  a  loss  of  the  firm  shall  be  borne  by 
all  the  partners  in  certain  proportions,  but  a  loss  caused  by 
the  default  of  one  of  the  partners  ex  necessitate  rei  cannot  be 
borne  by  that  one. 

Again,  once  the  solvent  partners  have  contributed  their 
shares  of  the  partnership  losses  it  is  equivalent  to  the  ad 
infinitum  distribution  of  the  insolvent  partner's  indebtedness 
in  the  ordinary  proportions,  if  the  solvent  partners  are  called 
upon  to  bear  their  partner's  debt  in  ratio  to  their  previous 
shares  in  the  profits— that  is  to  say,  to  charge  a  defaulting 
partner's  debt  in  equal  shares  against  two  other  partners  is 
equivalent  (arithmetically)  to  writing  off  the  debt  in  thirds, 
charging  the  defaulter  with  his  third,  and  proceeding 
ad  infinitums,  proceeding  which  Joyce,  J.,  decided  was 
not  required  by  Section  44. 

The  following  propositions  with  regard  to  Section  44  of 
the  1890  Act  are  therefore  submitted : — 

(i)  The  deficiencies  of  capital  referred  to  in  paragraph  (a) 
mean  those  arising  from  losses  of  the  firm  as  a 
whole  and  not  losses  caused  by  a  partner  failing 
to  pay  his  contribution  to  a  deficiency  as  between 
partners  inter  si, 

(2)  All  losses  of  the  firm,  whether  on  trading  or  as  a 

result  of  the  realisation  of  assets  on  a  dissolution — 
that  is  to  say,  whether  losses  on  Capital  Account 
or  on  revenue  or  otherwise — are  to  be  borne  by  the 
partners  in  the  same  proportion  in  v/hich  they  were 
entitled  to  share  profits. 

(3)  The  section  (in  harmony  with  Section  24,  Clauses 

3  and  4)  contemplated  that  certain  bums  would  be 
deemed  to  be  the  respective  amounts  of  capital  of 
the  partners;  and,  further,  that  in  order  to  main- 
tain  such  capital  sums,  the  profits  periodically  due 
to  the  partners  would  be  withdrawn,  or,  if  not 
withdrawn,  would  be  treated  as  advances  (bearing 
interest)  and  distinguished  from  capital,  while 
losses,     when     ascertained,     would     be     actually 
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contributed  proportionately  by  the  partners  forthwith, 
and  not  deducted  from  their  respective  capital 
sums. 

(4)  Paragraph    (a)  prescribes  the   proportion    in    which 

losses  are  to  be  borne,  and  the  order  in  which  the 
losses  are  to  fall  upon  the  various  funds,  viz. : — 

(i)  Profits,  (2)  Capital,  and  (3)  Contributions  by 
a  partner  or  partners  according  to  the  actual  state 
of  the  accounts.  But  the  order  in  which  the  assets 
are  to  be  applied  is  prescribed  by  paragraph  (6),  and 
this  paragraph  pre-supposes  that,  so  far  as  the 
capital  is  concerned  and  so  far  as  it  is  possible,  it  is 
the  full  amount  of  agreed  capital^  for  it  provides  for 
the  distribution  of  '*  the  assets  of  the  firm,  including 
*'  any  sums  contributed  by  the  partners  to  make 
'*  up  losses  or  deficiencies  of  capital."  It  is  not 
suggested  that  actual  payment  of  a  deficiency  can 
be  insisted  upon  in  the  case  of  a  partner  who  on 
balance  is  really  in  credit,  but  that  it  must  be 
brought  into  account  in  order  to  ascertain  the 
correct  proportions  in  which  the  assets  are  to  be 
distributed  in  the  event  of  a  deficiency  as  between 
the  partners  inter  se, 

(5)  But  it  is  clearly  recognised  in  Sub  clauses  2  and  3 

that  the  contributions,  due  from  all  or  any  of  the 
partners  who  not  being  in  credit  are  liable  to  make 
an  actual  cash  payment,  may  not  be  forthcoming .  To 
say  that  if  all  losses  and  deficiencies  of  capital 
were  fully  contributed  all  the  capital  would  be 
ultimately  repaid  is  to  advance  a  simple  book- 
keeping proposition.  So  the  reverse  applies;  for 
if  a  debtor-partner  makes  default,  his  co-partners 
must  share  in  some  proportion  the  monetary 
measure  of  his  shortcomings.  And  Sub  clause  3 
prescribes  the  proportion,  for  it  runs  thus :  "In 
••  paying  to  each  partner  rateably  what  is  due  from 
*•  the  firm  to  him  in  respect  of  capital."  The  word 
rateably  shows  that  some  default  in  contributing  to 
a  deficiency  of  capital  is  possible,  and  the  fact  that 
the  assets  are  divisible  rateably  as  to  capital 
actually  prescribes  the  proportions  in  which  the 
non-defaulting  partners  are  to  bear  the  loss 
occasioned  by  the  defaulting  partner,  that  is, 
according  to  capital  and  not  according  to  the  pro- 
portions in  which  they  were  entitled  to  profits. 

Remembering  (i)  that  moneys  due  by  the  firm  to  partners 
in  respect  of  advances  in  excess  of  their  capital  rank  in 
priority  to  capital  when  the  assets  are  being  administered 
on  a  dissolution,  (2)  that  partners  are  liable  to  contribute 
deficiencies  of  capital  in  order  to  adjust  the  rights  of  the 
partners  inter  se,  and  (3)  that  any  losses  arising  from  the 


default  of  any  partner  in  respect  of  his  levy  mast  fall  upon 
the  other  partners  in  proportion  to  their  capital,  the  matter 
of  the  agreement  between  the  partners  as  to  their  precise 
amounts  of  capital  ought  to  receive  more  attention  from 
accountants  than  is  apparently  the  case.  The  original 
amounts  agreed  upon  should  in  all  cases  appear  separately 
in  the  books  and  upon  the  Balance  Sheets  of  the  firm  from 
time  to  time.  It  is  often  found  that  losses  and  excesses  of 
withdrawals  over  profits  are  charged  against  the  Capital 
Accounts  instead  of  being  paid  in  by  the  partners  as  con- 
templated by  the  Act  and  generally  provided  by  the  partner- 
ship agreement.  Per  contra,  any  excesses  of  profits  over 
withdrawals  thereof  are  added  to  the  capital  sums.  Thus, 
in  many  Partnership  Accounts  the  Capital  Accounts  are  a 
fluctuating  quantity,  and  the  original  sums  agreed  upon  as 
capital  soon  lose  their  identity.  Of  course,  the  partners  can 
agree  between  themselves,  and  from  time  to  time  vary  the 
amounts  to  be  regarded  as  their  capital  respectively.  They 
may  increase  such  amounts  by  paying  in  further  cash,  or  by 
transferring  part  of  their  shares  of  profits  to  Capital  Account, 
or  they  may  reduce  the  amounts  by  not  paying  in  their 
shares  of  losses  or  their  excess  drawings.  But  it  is  sub- 
mitted that  as  the  basis  of  adjusting  the  rights  of  the 
partners  inter  se  is  the  amount  of  agreed  capital,  it  is 
important  to  know  what  was  the  amount  last  agreed  upon  as 
such.  Therefore  the  Capital  Accounts  in  a  partnership 
Balance  Sheet  should  always  represent  the  amounts  ot 
agreed  capital,  whatever  those  amounts  may  be,  and  whether 
they  should  vary  or  not.  Then  (i)  the  amount  due  to  a 
partner  as  an  advance  can  be  readily  distinguished  from  the 
sum  due  to  him  in  respect  of  capital ;  (2)  the  amount  (if  any) 
which  he  is  liable  to  contribute  to  make  up  deficiencies  of 
capital  becomes  more  apparent,  and  (3)  the  basis  upon 
which  the  rateable  distribution  of  assets  and  the  conse- 
quential apportionment  of  losses  occasioned  by  the  defisiult 
of  any  partner  on  a  dissolution  can  be  more  satisfactorily 
ascertained. 

Of  course,  partners  can  provide  in  their  partnership 
agreement  in  the  clearest  terms  possible  the  method  of 
dividing  both  profits  and  losses,  whether  of  capital  or  other- 
wise, and  whether  as  a  going  concern  or  on  a  dissolution, 
for  the  operation  of  both  sections  (24  and  44)  can  be 
excluded  by  any  agreement  to  the  contrary  between  the 
partners.  But  where  no  such  contrary  arrangement  has 
been  made,  and  more  particularly  where,  as  is  often  the 
case,  the  articles  of  partnership  expressly  and  merely  stale 
that  on  a  dissolution  the  provisions  of  Section  44  shall  apply, 
the  correct  interpretation  of  that  section  and  the  true 
meaning  of  the  decision  in  Garner  v.  Murray  are  of  the 
greatest  importance  to  us  as  accountants,  whether  in  the 
capacity  of  accountant,  receiver,  or  arbitrator. 
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tUntvetdtti?  of  Slrminflbam. 


Important  Development. 


The  University  of  Birmingham  is  about  to  make  another 
departure  from  the  beaten  track  of  custom.  It  is  pro- 
posed to  bring  the  Faculties  of  Commerce  and  Engineer- 
ing into  closer  association.  The  first  public  announcement 
was  made  on  the  27th  ult.  at  an  informal  tea  given 
at  the  University  by  Professor  Ashley  and  Mr.  Kirkaldy, 
the  attendance  including  the  Lord  Mayor  (Councillor 
Reynolds),  and  the  Vice-Chancellor  (Alderman  Beale), 
in  addition  to  a  number  of  prominent  business  men  of 
the  city.  Professor  Ashley  stated  that  the  department  of 
engineering,  recognising  the  desirability  that  the  engineering 
experts  whom  it  trained  should  have  some  acquaintance 
with  business  methods,  had  decided  to  require  all  engineer- 
ing students  in  their  last  year  to  take  a  simple  course 
of  accounting  under  Professor  Dicksee.  He  believed 
he  was  right  in  saying  that  that  was  the  first  time  any 
engineering  school  had  made  accounting  a  part  of  its  course. 
It  seemed  to  him  that  was  an  innovation  appropriate  to  a 
University  which  was  bold  enough  to  make  its  own  pre- 
cedents. At  the  same  time  the  Faculty  of  Commerce  felt 
the  desirability  that  such  of  their  students  as  looked  forward 
to  taking  part  in  the  commercial  management  of  a  manu- 
facturing business  should  have  an  adequate  opportunity 
during  their  university  course  to  acquaint  themselves  to  a 
sufficient  extent  with  those  branches  of  pure  or  applied  science 
which  were  likely  to  be  of  service.  With  the  assistance  of 
their  colleagues  in  the  great  technological  departments  they 
were  making  arrangements  to  that  end.  Thus  from  two 
sides  at  once  they  were  feeling  their  way  towards  a  union  of 
commercial  thinking  and  scientific  knowledge,  and  they 
hoped  that  their  friends  in  business  would  give  them 
encouragement  and  support. 


perdonaL 


Messrs.  P.  W.  Ardran  &  Co.,  Chartered  Accountants, 
announce  that  they  have  removed  to  Central  Buildings, 
41  North  John  Street,  Liverpool. 

Messrs.  Brown  &  Wilbv.  Chartered  Accountants,  have 
removed  to  9  Friar  Lane,  Leicester. 

The  firm  of  Kelly  &  Brown,  C.A.,  150  Hope  Street, 
Glasgow,  of  which  Mr.  Thomas  Kelly  and  Mr.  A.  Herbert 
Brown  were  the  sole  partners,  was  dissolved  on  28th  February 
1906  of  mutual  consent.  Mr.  Thomas  Kelly.  C.A.,  will 
continue  business  at  150  Hope  Street.  Glasgow,  and  Mr.  A. 
Herbert  Brown,  C.A.,  at  180  Hope  Street,  Glasgow. 

Messrs.  J.  H.  Hugill  &  Co.,  Chartered  Accountants, 
of  1x7  Leadenhall  Street,  E.C.,  announce  that  Mr.  H.  B. 
Hugill,  A.C.A.,  has  been  admitted  into  partnership.  The 
style  of  the  firm  will  remain  unchanged. 


Messrs  Chas.  W.  Rooke  &  Co.,  Chartered  Accountants, 
of  46  Queen  Victoria  Street,  I^ndon,  and  Central  House, 
Birmingham,  have  admitted  Mr.  John  Skinner,  A.C.A., 
into  partnership  as  from  April  2nd  1906.  The  name  of  the 
firm  remains  unchanged. 

Messrs.  Everett,  Whibley  &  Morgan,  Accountants 
and  Valuers,  of  44  King  William  Street,  B.C.,  have  admitted 
into  partnership  Mr.  N.  D.  Grundy.  A.C.A.  The  style  of 
the  firm  will  be  Everett,  Morgan  &  Grundy. 

Messrs.  Nairne  &  Son,  Chartered  Accountants,  of 
64  Bridge  Street,  Deansgate,  Manchester,  announce  that  they 
have  taken  into  partnership  Mr.  F.  T.  Green,  A.C.A.,  who 
has  been  with  them  for  some  years.  The  firm  will  continue 
to  practise  under  the  same  name  as  hitherto. 

Miss  M.  Harris  Smith,  Public  Accountant,  has  removed 
to  St.  Stephen's  Chambers,  Telegraph  Street,  Moorgate 
Street,  E.C. 

Mr.  C.  H.  Wade,  F.C.A..  of  37  Cross  Street.  Manchester, 
announces  that  he  has  taken  into  partnership  Mr.  A.  F.  P. 
Allen,  who  has  for  some  time  past  carried  on  business  at 
35  Brown  Street.  They  have  further  amalgamated  their 
business  with  that  carried  on  by  Messrs.  H.  Hackett  and 
A.  W.  BpsTON  for  many  years  under  the  style  of  Hackett 
Boston  &  Co.,  at  Birmingham,  and  will  continue  to  practise 
at  the  above  address,  and  at  Athenaeum  Chambers,  71  Temple 
Row,  Birmingham,  under  the  style  of  Wade,  Hackett, 
Boston  &  Allen. 


Aeetfn0d  for  tbe  ensuing  Meeh« 

Monday-  Chartered  Accountants'  Benevol»?nt  Asso- 
ciation.—Board  of  Governors,  3.30  p.m. 

ri/«(/a>f— Birmingham  Chartered  Accountant  Students' 
Society. — President's  Address.  This  meeting  will 
be  preceded  by  tea  at  six  o'clock,  at  8  Newhall 
Street. 

Wednesday — Leicester  Chartered  Accountants  Stu- 
dents' Society.— Lecture,  ••  Principal  and  Agent," 
by  Mr.  Beaumont  Morice,  LL.B..  at  Winchester 
House,  I  Welford  Road  ;  7  p.m. 

London  Chartered  Accountants  Students'  Society. 
— Lecture,  "  Compositions  and  Schemes  of  Arrange- 
ment in  Bankruptcy,"  by  Mr.  A.  H.  Partridge, 
A.C.A..  at  the  Hall  of  the  Institute,  Moorgate  Place  ; 
6  p.m. 

Sheffield  Chartered  Accountants  Students' 
Society.— Social  evening  at  the  Library,  Hoole's 
Chambers.  Bank  Street ;  6.45  p.m. 


Leicester  Society  of  Chartered  Accountants. — The 

Library  of  the  above  Society  has  been  removed  to  9  Friar 

Lane,  Leicester.  C^  r^r^r^\r> 
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jTailures  an^  Bills  ot  Sale  in  Bnaland 
an^  WMcB. 

According  to  Kemp's  Mercantile  Gazette,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  Mar.  30th,  was  179,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  London  Gatette, 
89;  Deeds  of  Arrangement  registered,  90.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were  : 
Bankruptcies,  100;  Deeds  of  Arrangement,  96— total,  196; 
being  a  decrease  of  17.  The  total  number  of  commercial 
failures  recorded  during  the  13  weeks  of  the  present  year  is 
2,239;  the  total  number  recorded  in  the  corresponding  13 
weeks  of  last  year  was  2,442,  showing  a  decrease  of  203. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
Mar.  30th,  was  165.  The  number  in  the  corresponding  week 
of  last  year  was  196,  showing  a  decrease  of  31.  The  total 
number  filed  during  the  13  weeks  of  the  present  year  is 
2.054 :  t^c  total  number  filed  in  the  corresponding  13  weeks 
of  last  year  was  2,278,  shoMdng  a  decrease  of  224. 


Debentures. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week 
ending  Friday,  Mar.  30th,  amounted  to  ;f 2, 148.046,  by  way 
of  addition  to  /3t79o,7i4,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ;f  1,361.520,  showing  an  increase  of 
^786,526.  The  total  amount  registered  during  the  13 
weeks  of  the  present  year  was  ^22,260,132  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  ^22,81 3, 173  for  the  corresponding  13  weeks 
in  1905,  showing  a  decrease  of  /553,04i. 


Accountants'  Dinner.— The  clerks  of  Messrs.  Pannell 
&  Co.,  Chartered  Accountants,  Basinghall  Street,  E.C..  held 
their  thirteenth  annual  dinner  on  Friday  the  30th  ult., 
under  the  presidency  of  the  chief  clerk,  Mr.  Henry  George 
Staff.  The  principal  guests  were :  Mr.  Deputy  Pannell,  J. P., 
Mr.  W.  Hardy  King,  and  Mr.  Gilbert  C.  Clark  (members  of 
the  firm).  Mr.  Deputy  Pannell,  in  responding  to  the  toast 
of  *•  The  Firm."  expressed  the  great  satisfaction  which  it 
eave  his  partners  and  himself  to  be  present.  Other  toasts 
/ere  "The  Visitors/'  proposed  by  Mr.  E.  V.  W.  Puncker, 
and  responded  to  by  Mr.  Deputy  Millar  Wilkinson ;  and 
'•The  Chairman,"  given  by  Mr.  W.  Hardy  King.  To  the 
musical  programme  presented  the  majority  of  the  clerks 
contributed. 


National  Telephone  Company's  New  Chairman— We 
are  informed  that  at  their  meeting  on  the  29th  ult.  the  board 
of  the  National  Telephone  Company  unanimously  elected 
the  Vice-President  (Alderman  G.  Franklin,  F.C.A.,  of 
Sheffield),  as  President  of  the  company,  in  the  place  of  Sir 
H.  Fowler,  M.P..  who  had  resigned,  and  also  elected 
Mr.  S.  H.  Sands  as  Vice-President. 
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BXAMIlTATIOirB. 


The  next  Examinations  will  be  held  on  the  following 
dates:  — 

The  Preliminary  Examination  on  the  12th,  13th,  and 
14th  June  1906. 

The  Intermediate  Examination  on  the  22nd  and  23rd  May 
1906. 

The  Final  Examination  on  the  29th,  30th.  and  31st  May 
1906. 

Persons  desiring  to  present  themselves  for  examination 
must  give  notice  to  the  Council  at  least  thirty  days  before 
the  date  of  the  Examinations,  at  the  same  time  forwarding 
the  examination  fee. 

Full  particulars  and  forms  may  be  obtained  at  the  office 
of  the  Institute,  Moorgate  Place,  London,  E.C.,  and  at  the 
various  Branch  Libraries. 

By  order  of  the  Council. 

GEORGE   COLVILLE, 

April  1906.  Secretary. 
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Xeadfng  Brtfcles. 


"  How  to  Criticise  Accounts.*' 


HTHERE  is  a  distinctive  air  of  painstaking 
and  enlightened  interest  which  charac- 
terises all  the  papers  delivered  by  Mr.  W.  R. 
Hamilton,  F.C.A.,  and  his  most  recent  con- 
tribution to  the  literature  of  Students  Societies' 
Transactions,  which  dealt  with  the  interpreta- 
tion of  accounts,  and  was  read  at  a  recent 
meeting  of  the  Nottingham  Chartered  Accoun- 
tants Students'  Society,  is  certainly  no  excep- 
tion to  this  rule.  A  full  report  of  this  paper 
appeared  in  our  issue  of  the  17th  ult.,  and  if 
there  be  any  of  our  readers  who  up  to  the 
present  have  refrained  from  perusing  it,  upon 
the  supposition  that  inasmuch  as  it  contains 
no  pro  forma  examples  it  cannot  be  of  a  very 
practical  character,  they  may  be  confidently 
advised  to  repair  their  omission  without  delay, 
and  they  will  be  amply  repaid  for  their  trouble. 
Indeed,  it  would  be  no  exaggeration  to  say  that 
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the  paper  now  before  us  is  one  of  the  most 
helpful  and  one  of  the  most  noteworthy  that 
have  ever  been  deh'vered  at  a  Students  Society's 
meeting. 

It  is  not  our  intention  to  deal  with  Mr. 
Hamilton's  paper  point  by  point,  in  spite  of 
the  fact  that  the  very  convenient  practice  of 
numbering  the  paragraphs  would  render  such 
a  treatment  of  the  paper  particularly  easy. 
Such  a  form  of  review  would,  however,  amount 
to  but  little  more  than  a  general  corroboration 
of  the  lecturer's  statements,  and  is  therefore 
quite  uncalled  for.  Suffice  it  to  say  that, 
having  first  of  all  drawn  attention  to  the  fact 
that  accounts  are  only  of  value  as  an  index  to 
transactions  that  have  actually  taken  place, 
and  of  no  value  whatever/^/'  se,  Mr.  Hamilton 
proceeds  to  explain,  in  a  manner  sufficiently 
clear  to  be  comprehensible  even  to  quite  junior 
students,  the  light  that  may  be  thrown  upon 
such  transactions  by  a  single  Balance  Sheet  or 
by  a  single  Trading  and  Profit  and  Loss 
Account.  He  afterwards  shows  how  that 
light  may  be  very  greatly  increased  when  a 
series  of  these  documents  is  available. 

When  inquiry  is  being  made  into  the  position 
of  a  single  individual  or  a  firm,  assuming  that 
the  accounts  have  been  properly  and  annually 
prepared,  it  is  clearly  only  reasonable  that 
they  should  throw  a  light  upon  the  position  of 
affairs,  and  that  if  intelligently  examined  the 
impression  to  be  derived  from  their  inspection 
should  be  a  true  and  not  a  distorted  impres- 
sion. But  although  the  point  does  not  arise  in 
the  course  of  Mr.  Hamilton's  paper — and, 
indeed,  could  hardly  have  been  dealt  with  in 
the  time  available  without  sacrificing  much 
that  is  there  and  could  ill  be  spared — it  is, 
we  think,  important  to  bear  in  mind,  and 
especially  important  for  the  young  student  to 


bear  in  mind,  that  the  like  amount  of  informa- 
tion cannot  in  reason  be  expected  from  a 
perusal  of  published  accounts  of  companies,  in 
that*  these  accounts  are  designed  less  to  show 
the  true  position  of  affairs  than  the  position 
which  the  directors  think  it  desirable  to  disclose. 
It  is  probably  no  exaggeration  to  say  that  few 
printed  accounts  of  companies  disclose  the 
truth,  the  whole  truth,  and  nothing  but  the 
truth.  In  the  case  of  prosperous  companies 
the  financial  strength  of  the  position  is 
frequently  under  -  estimated,  often  by  the 
deliberate  and  systematic  employment  of  secret 
reserves,  and  invariably  by  the  adoption  of 
conservative  estimates  of  the  values  of  out- 
standing assets  and  liabilities.  On  the  other 
hand,  with  unsuccessful  concerns  it  is  not 
unusual  to  find  the  opposite  obtaining — that  is 
to  say,  owing  to  an  inflation  of  assets  or  to  an 
insufficient  provision  for  contingencies,  the 
position  of  affairs  disclosed  is  such  as  would 
appear  to  be  more  favourable  than  the  actual 
facts  warrant.  These  remarks,  of  course, 
especially  apply  to  published  Balance  Sheets; 
as  to  Trading  and  Profit  and  Loss  Accounts,  it 
is  rare  in  the  extreme  that  Trading  Accounts 
are  published  at  all,  and  Profit  and  Loss 
Accounts  are  usually  so  emasculated  as  to 
show  nothing  clearly  except  the  allocation  of 
the  balance  of  declared  divisible  profit.  Any 
attempt  to  draw  deductions  from  the  majority 
of  published  Profit  and  Loss  Accounts  would 
be  doomed  to  failure  at  the  outset  owing  to  the 
obvious  insufficiency  of  the  material  available. 
This  being  the  position  of  affairs — and  that 
it  is  so  cannot,  we  think,  be  seriously  contested 
— it  may  well  be  asked,  What,  then,  is  the 
object  of  a  company  publishing  accounts  at  all  ? 
and  for  our  own  part  we  must  confess  that  we 
have  hitherto  been  unable  to  find  an  altogether 
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satisfactory  and  convincing  answer  to  this 
eminently  reasonable  question.  The  accounts 
of  a  company  are  presumably  published  by  way 
of  corroboration  of  the  directors'  report  upon 
the  year's  working,  and  are  intended  to  pro- 
vide those  shareholders  who  attend  the  annual 
general  meeting  with  such  evidence  as  to  the 
facts  as  may  be  necessary  to  enable  them  to 
determine  whether  or  not  to  adopt  the 
directors'  report  and  to  sanction  the  proposed 
dividends  recommended  by  the  board.  If  the 
proposition  be  conceded  that  the  directors 
have  a  discretion  to  make  whatever  Reserves 
they  may  think  desirable  before  arriving  at  a 
figure  of  profit  available  for  distribution,  and 
if  it  be  further  conceded  that  in  the  interests 
of  the  company  it  is  undesirable  that  the 
exact  amount  of  such  reserves  should  be  stated, 
then  a  reasonable  justification  may^be  found 
for  the  existence  of  Balance  Sheets  and 
accounts  which  deliberately  understate  the 
financial  strength  of  the  undertaking,  and  the 
published  accounts  may  be  regarded  as 
evidence  that  the  position  of  affairs  is  at  least 
as  strong  as  it  prima  facie  appears  to  be.  But  it 
is  not  equally  easy  to  justify  the  existence  of 
accounts  which  are  deliberately  made  unduly 
favourable — in  which  investments  are  stated  at 
cost  irrespective  of  their  current  value,  wasting 
assets  at  figures  which  do  not  adequately  pro- 
vide for  depreciation,  and  book  debts  at  a  total 
which  cannot  be  fairly  said  to  have  been 
arrived  at  after  making  a  sufficient  reserve  to 
cover  all  loss  likely  to  be  experienced  by  bad 
and  doubtful  debts  and  discounts.  Yet  it  is  a 
mere  truism  to  state  that  Balance  Sheets 
are  frequently  issued  upon  these  lines,  and 
without  sufficient  explanation  to  enable  any- 
one to  determine  what  reserves  would  have  to 
be  made  in  order  to  reduce  the  stated  figure  of 


profit  (which,  for  present  purposes,  may  be 
taken  to  be  legally  divisible)  to  a  figure  of  true 
net  profit,  which  might  be  divided  and  yet 
leave  assets  in  hand  of  a  sufficient  value  to  pay 
the  whole  of  the  debts  of  the  undertaking  and 
to  return  to  its  shareholders  their  capital  in 
full.  In  connection  with  such  undertakings — 
and,  after  all,  they  represent  a  very  large  pro- 
portion of  existing  companies — it  is  indeed 
difficult  to  see  what  useful  object  is  gained  by 
the  publication  of  accounts  at  all.  The  point 
is  one  which  has,  of  course,  from  time  to  time 
been  very  fully  and  widely  discussed,  but  we 
do  not  think  that  it  has  as  yet  been  by  any 
means  exhausted.  If  the  result  of  a  perusal 
of  Mr.  Hamilton's  paper  is  to  again  turn 
attention  to  the  fact  that  accounts  are  of  no 
value  per  se,  but  merely  of  value  as  an  index  to 
transactions  that  have  actually  taken  place — 
i.e.,  to  events  that  have  happened  or  are  in  the 
process  of  happening — it  is,  we  think,  by  no 
means  impossible  that  a  fresh  zest  may  be 
given  to  the  discussion  of  this  important 
subject,  and  that  it  may  conceivably  be  dealt 
with  in  the  future  upon  more  practical,  and 
therefore  more  profitable,  lines  than  in  the  past. 


Bankruptcy  Law  Amendment. 


nZE  have  been  given  to  understand,  through 
*  *  a  source  usually  well-informed,  that  there 
is  at  present  an  inquiry  on  foot  into  the  work- 
ing of  the  existing  Bankruptcy  Acts,  which 
may  be  expected  to  lead  in  the  near  future  to 
a  report  by  the  Board  of  Trade  with  a  view  to 
further  legislation. 

Inasmuch  as  it  is  sixteen  years  since  the  last 
Bankruptcy  Act  was  passed,  this  statement 
would  not  of  itself  be  regarded  as  surprising, 
although,  perhaps,  many  of  our  readers^  may 


456 


THE    ACCOUNTANT 


April  14,  1906. 


wonder  why  such  an  inquiry  should  be  con- 
ducted in  secret  instead  of  upon  the  customary 
lines,  through  the  medium  of  either  a  Parlia- 
mentary or  Departmental  Committee.  There 
are  still  many  defects  in  the  existing  bank- 
ruptcy law  which  await  a  remedy,  and  perhaps 
foremost  among  these  is  the  entirely  unsatis- 
factory position  of  affairs  as  regards  undis- 
charged bankrupts  and  the  liabilities  subse- 
quently incurred  by  them.  Legislation  with 
a  view  to  removing  the  abuses  encouraged 
rather  than  checked  by  the  Deeds  of  Arrange- 
ment Act,  1887,  still  remains  to  be  formulated, 
although  its  need  has  been  officially  appre- 
ciated for  some  little  time  past,  and  has 
been  well  known  by  accountants  ever  since 
the  date  when  the  Act  came  into  operation. 
But  although  there  is  thus  legitimate  scope  for 
an  inquiry  into  the.  matter,  the  mystery  of  the 
secrecy  with  which  that  inquiry  is  being  con- 
ducted still  remains  to  be  explained,  and  upon 
this  point  our  informant  has  something  to  say  of 
the  greatest  interest  to  the  whole  profession. 

Put  shortly,  his  statement  is  that  this 
very  "  Departmental  "  Committee  has  virtually 
decided  to  recommend  the  introduction  of 
a  Bill  abolishing  professional  trusteeships 
altogether,  and  leaving  the  whole  adminis- 
tration of  insolvent  estates  in  the  hands 
of  Official  Receivers.  Some  may  think 
that  it  is  unnecessary  to  seriously  concern 
ourselves  with  such  a  report  until  the  facts 
of  the  case  become  publicly  known;  but, 
for  our  own  part,  we  hardly  share  this 
view.  Such  a  recommendation  at  the  hands 
of  a  Government  Department  is,  it  seems  to 
us,  exactly  the  sort  of  thing  that  the  present 
Parliament  would  delight  in  enacting,  and  there 
being  thus  a  very  real  danger  that  a  very  lucra- 
tive branch  of  professional  accountancy  may 


thus  be  monopolised  by  Government  officials, 
we  think  it  desirable  that  the  earliest  possible 
intimation  of  the  position  should  be  made 
public,  so  that  all  concerned  may  organise 
their  defences  accordingly. 

In  the  first  instance  we  would  point  out  that 
there  has  been  no  proper  and  disinterested  in- 
quiry into  the  matter,  for  not  only  has  the  profes- 
sion been  kept  entirely  in  the  dark  as  to  what  is 
going  on,  but,  further,  the  business  world  has 
not  been  consulted.  How  much  business  men 
value  official  trusteeships  is  conclusively  shown 
by  the  fact  that  they  never  continue  an  Official 
Receiver  as  trustee  if  they  can  possibly  help  it 
in  cases  where  there  are  any  assets  worth  talk- 
ing about,  or  any  inquiries  necessary  as  to  the 
existence  of  undisclosed  assets.  It  took  the 
commercial  man  a  very  short  time  to  discover 
the  shortcomings  of  official  administration  in 
bankruptcy ;  with  the  result  that  almost  from 
the  first  the  work  of  the  Official  Receiver's 
Department  was  confined  to  the  protection  ol 
estates  between  the  date  of  the  receiving  order 
and  the  date  of  the  first  meeting  of  creditors, 
and  to  the  winding-up  of  such  bankruptcy 
estates  as  W€  re  too  poor  to  be  worth  wasting 
further  time  upon.  Had  business  men  been 
consulted,  it  is  thus  abundantly  clear  that  they 
would  never  have  recommended  so  retrograde 
a  step  as  the  establishment  under  the  auspices  of 
a  Government  Department  of  a  monopoly  in  the 
administration  of  insolvent  estates,  and,  unless 
we  greatly  mistake,  they  will  lose  no  time  in  pro- 
testing against  so  outrageous  a  proposal  as  soon 
as  the  trend  of  official  opinion  be  made  public. 

Whether,  however,  the  views  and  needs 
of  the  commercial  community  will  be  more 
considered  by  the  Board  of  Trade  and  Parlia- 
ment now  than  upon  previous  occasions  is, 
perhaps,  a  somewhat  'ip'n^^ question.    There 
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can    be    little    doubt    that    the    proposal    to 
which  we  have  drawn  attention  has  not  been 
raised  through  any  genuine  desire  to  improve 
the  existing  machinery  and    to    fit  it   more 
accurately  to  the  needs  of  the  commercial  world, 
but  rather  as  a  means  of  obviating  the  very 
serious,  and  indeed  distressing,  difficulty  that 
has  been  caused   of  recent   years    through    a 
most    lamentable    lack    of   work    in    Official 
Receivers'  departments.     The  elaborate  staff  of 
officials  which  was  got  together  in  1883,  and 
has  since  been  increased  whenever  opportunity 
offered,  has  now  and  for  some  little  time  past 
been  in  the  position  that  it  cannot  find  half 
enough  work  to  do,  and  apparently  foresees 
even   less  probability  of  a  sufficiency  of  that 
commodity  in  the  near  future.     Hence  at  the 
present   time,   when    economy  in   the    public 
service  has  been  so  recently  and  frequently  used 
as  an  electioneering  cry,  the  danger  is  by  no 
means  remote  that  a  serious,  and  indeed  whole- 
sale,  reduction   of  the    official    staff  will    be 
necessary    unless    by  some    means  or    other 
additional  employment  can  be  found.     What 
simpler    means    of    finding    employment    for 
Government  officials  could  there  be  than  by 
passing  a  law  requiring  all  persons  to  employ 
them,  and  enacting  that   they  be   no   longer 
entitled   to  employ   professional  men   merely 
upon  the  ground  that  they  believe  their  interests 
will  be  more  efficiently  looked  after  by  the  latter? 
This,    of    course,    is   by   no   means   the   only 
objection  to  officialism  per  se,  but  it  is  undoubt- 
edly one  of  the  most  serious.     In  this  country 
officialism  will  never  be  sufficiently  popular  to 
pay  its  way  if  it  is  put  upon  equal  terms  with 
individual  effort.     But   if,   having  once  been 
established,  and  having  been  found  to  be  not 
required,  the  places  found  for  friends  of  "  the 
powers  that  be  "  are  to  be  made  permanent  by 


the  establishment  of  a  Government  monopoly 
in  that  particular  line,  there  will  naturally  be 
no  difficulty  in  continuing  to  indefinitely  find 
lucrative  Government  employment  for  the 
friends  of  the  leaders  of  the  political  party  in 
power  for  the  time  being. 

Under  these  circumstances  we  would  direct 
special  attention  to  the  course  being  pursued 
in  connection  with  the  Public  Trustee  Bill  now 
before  Parliament.  Under  this  Bill  a  number 
of  new  posts  will  be  created  providing  further 
patronage  for  the  Government.  For  the 
moment  the  employment  of  these  officials  is  to 
be  optional,  and,  so  long  as  it  remains  optional, 
the  taxpayer — who  will  have  to  find  the 
salaries  of  these  officials — is  the  only  one 
who  need  object.  But  after  a  time  the 
impossibility  of  continuing  to  pay  salaries 
on  sinecures  must  become  too  obvious  to 
I  be  continued,  and  then  we  shall  again  see 
;  the  effort  made  to  extend  the  arm  of  officialism 
and  to  gradually  establish  the  employment  of 
a  Government  Trustee  as  compulsory  in  all 
cases.  The  question  is  thus  not  one  which 
affects  accountants  alone — it  affects  in  a  far 
larger  measure  the  whole  of  the  legal  profes- 
sion, for  the  employment  of  official  solicitors 
to  transact  official  business  can  in  the  nature 
of  things  be  only  a  question  of  time.  It 
further  affects  —  perhaps  most  of  all  —  the 
general  public,  who,  unless  they  bestir  them- 
selves in  time,  will  find  themselves  at  the 
mercy  of  officials  entirely  indifferent  to  their 
interests  and  without  the  possibility  of  securing 
adequate  professional  advice,  because,  owing 
to  the  establishment  of  a  monopoly,  no  such 
advice  and  services  can  be  rendered  by 
professional  men. 

Since  the  above  was  written><-it   has   been 
announced    that    the     Board!  %f^rade    has 
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appointed  a  Departmental  Committee  to 
inquire  into  the  working  of  the  Bankruptcy 
Acts,  which  Committee  includes  Mr.  W.  B. 
Peat,  F.C.A.  (the  Vice-President  of  the 
Institute),  and  also  representatives  of  the  Law 
Society,  the  Chambers  of  Commerce,  and  the 
Trade  Protection  Societies.  Prima  facie  it  might 
seem  as  though  our  informant,  having  slightly 
earlier  information  than  most  of  the  contem- 
plated appointment  of  this  Committee,  had  mis- 
taken its  constitution  and  condemned  it  in 
advance.  We  think,  however,  that  there  can 
be  Httle  doubt  that  the  constitution  of  the 
Departmental  Committee  now  announced  was 
preceded  by  some  such  official  and  confidential 
inquiry  as  has  been  foreshadowed  above,  which 
may  be  taken  to  indicate  the  policy  which 
the  Bankruptcy  Department  of  the  Board  of 
Trade  hopes  to  be  able  to  persuade  the 
Departmental  Committee  to  adopt.  That 
either  business  men  or  professional  men  would 
be  so  fatuous  as  to  fall  in  with  such  an 
idea  is,  however,  in  the  highest  degree  im- 
probable, and  for  that  reason  it  is  distinctly 
reassuring  that  a  Departmental  Committee 
should  have  been  appointed ;  for  in  the  nature 
of  things  it  would  hardly  have  been  practicable 
for  the  Board  of  Trade  to  first  of  all  appoint  a 
Departmental  Committee  to  inquire,  and  then 
almost  immediately  afterwards  initiate  legisla- 
tion upon  entirely  different  lines. 


HQleeftlfi  Vlotes* 


-     *  ...  ^  •        At  the  ordinary  general  meeting  of  the 
The  Brltlih  Law  ^  ^  ^ 

fin  Inmranoe     British  Law  Fire  Insurance  Company, 
Company,  Llm.     lj^^^  i^^\^  qq  the  gth  ult.,  the  directors' 
report  and  accounts  for  the  year  ended  31st  December 
1905  were  submitted  and  approved.    The  net  premium 
income  was  £83,208,  as  against  ;f  79,525  in  1904,  and  the 


loss  ratio  was  kept  down  to  the  very  satisfactory  figure 
of  29*1  per  cent.  The  accounts  show  an  available 
balance  of  ;f  29,826,  of  which  ;f  10,000  was  transferred 
to  reserve,  increasing  that  account  to  ;f 88,000.  ;f9,826 
was  carried  forward,  against  ;f 7,056  in  the  previous 
year,  and  the  remainder  devoted  to  a  dividend  of  8  per 
cent.,  and  a  bonus  of  2  per  cent.,  both  free  of  income 
tax.  Whether  it  is  altogether  desirable  to  make  a 
distribution  of  10  per  cent,  while  the  reserve  barely 
amounts  to  a  year's  net  premium  income  is  perhaps  a 
somewhat  open  question,  which  is  certainly  not  simpli- 
fied by  the  consideration  that  the  investments  are  stated 
in  the  Balance  Sheet  at  cost  price. 


UndlMharged  When  the  Bankruptcy  Act  of  1883  was 
Bankrupts.  first  introduced  it  was  pointed  out  as 
being  one  of  the  merits  of  that  measure  that  it  was  not 
altogether  an  easy  thing  for  a  bankrupt  to  obtain 
his  discharge,  and  it  was  confidently  predicted  that  the 
effect  of  this  would  be  to  materially  reduce  the  number 
of  bankruptcies.  That  neither  bankruptcies  nor  insol- 
vencies have  been  reduced  as  a  result  of  legislation  is, 
we  think,  by  this  time  fairly  generally  admitted,  but  a 
point  that  appears  to  have  been  somewhat  overlooked 
is  that  in  the  meanwhile  these  provisions  of  the  Act 
have  by  no  means  remained  in  abeyance,  and  that 
as  a  result  there  is  a  steadily  increasing  percentage  of 
the  business  population  of  this  country  who  are  undis- 
charged bankrupts.  Since  the  1883  Act  came  into 
force  there  had  been  89,583  adjudications  down  to  the 
date  of  the  last  annual  report,  whereas  only  19,136 
bankrupts  had  applied  for  their  discharge.  Of  course, 
many  of  these  applications  were  refused,  and  still 
more  granted  only  subject  to  suspension ;  but, 
leaving  these  comparatively  minor  points  upon  one 
side,  the  fact  remains  that  there  are  in  our  midst 
at  the  present  time  upwards  of  70,000  undischarged 
bankrupts,  and  that  the  numbers  are  being  added 
to  at  the  rate  of  at  least  3,000  per  annum.  From 
the  point  of  view  of  the  creditors  this  is,  ot  course,  not 
a  matter  for  consternation,  in  that  it  means  that  any 
after-acquired  property  may  be  attached  for  their 
benefit,  although  the  likelihood  of  Official  Receivers 
developing  sufficient  energy  to  so  attach  it  is  somewhat 
remote.  But  from  the  point  of  view  of  the  business 
community  generally  the  position  is  most  serious,  in 
that,  in  the  event  of  these  bankrupts  failing  a  second 
time,  any  property  that  they  may  then  be  possessed  of 
goes  not  to  the  creditors  in  their  second  failure,  but  to 
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the  creditors  in  the  first  bankruptcy.  This  is  manifestly 
anfair  to  the  second  creditors,  but,  apart  from  that, 
what  it  practically  amounts  to  is  that  the  creditors  in  the 
second  bankruptcy,  having  no  interest  in  recovering 
assets,  are  not  likely  to  greatly  bestir  themselves  to  see 
that  such  assets  are  recovered.  Indeed  it  is,  we  believe, 
now  very  generally  admitted  that  a  man  who  fails  for  a 
second  time  has  a  far  easier  time  of  it  in  every  way  than 
upon  the  occasion  of  his  first  failure.  It  is  true  that 
with  each  successive  failure  it  becomes  increasingly 
difficult  for  him  to  obtain  an  unconditional  discharge, 
but,  as  matters  stand,  bis  position  is  improved  rather 
than  otherwise  by  this  disability. 


The  more  one  considers  the  recent 
'n't^SSof^'  decision  of  Mr.  Justice  Warrington  in 
RMalvor  The  British  Power  Traction  Co.  the 
In  ChMiotry.  more  evident  does  it  become  that  an 
accountant  should  only  accept  the  position  of  Receiver 
in  Chancery  in  succession  to  a  prior  receiver  after 
making  the  most  careful  inquiries  into  the  acts  of  his 
predecessor.  The  effect  of  this  decision  seems  to  be— 
and,  indeed,  it  could  hardly  have  been  otherwise — that 
all  liabilities  properly  incurred  by  the  first  receiver 
must  be  first  met  out  of  the  assets  realised  by  his 
successor  before  even  the  latter's  liabilities  are  paid 
out  of  the  trust  estate.  So  long  as  the  second  receiver 
was  in  a  position  to  regard  the  amount  that  the  first 
receiver  was  authorised  to  borrow  as  the  maximum 
amount  for  which  he  had  authority  to  pledge  the  assets 
of  the  estate,  his  position  was  at  least  straightforward. 
But  now  that  it  has  been  held  that  there  is  not  neces- 
sarily any  such  limitation,  it  may  quite  conceivably 
happen  that  the  accountant  who'  accepts  the  post  of 
receiver  on  the  removal  of  a  prior  receiver  may 
eventually  discover,  after  having  pledged  his  personal 
credit  in  a  considerable  sum,  that  the  whole  of  the 
assets  recoverable  have  been  hypothecated  to  meet  the 
liabilities  incurred  by  his  predecessor.  It  may  be  true 
that,  from  the  point  of  view  of  creditors  supplying 
goods  to  Receivers  in  Chancery,  no  other  solution 
of  the  question  is  practicable,  but  that  of  itself 
aflfords  little  consolation  to  the  receiver,  who, 
having  had  no  adequate  opportunities  of  inquiry 
prior  to  taking  up  his  duties,  eventually  finds  that  the 
sole  result  of  his  trouble  is  that  he  is  considerably 
out  of  pocket  in  consequence.  It  seems  to  us  that 
this  entirely  inequitable  state  of  affairs  might  be 
readily  avoided   by  the  enactment  of  a  rule  that, 


upon  the  removal  of  a  receiver,  a  notice  should  be 
gazetted  calling  upon  all  persons  having  a  claim  upon 
the  receivership  assets  to  lodge  particulars  thereof 
with  the  solicitors  having  the  conduct  of  the  action 
within  seven  days  from  the  date  of  such  advertisement. 
The  new  receiver  might  then,  at  least,  have  an  oppor- 
tunity of  ascertaining  the  extent  to  which  the  assets 
had  been  mortgaged  before  himself  incurring  any  very 
heavy  responsibilities.  In  making  the  above  suggestion 
we  are,  of  course,  not  unmindful  of  the  fact  that 
'Mr.  Justice  Warrington's  decision  was  that  the  liabilities 
of  the  first  receiver  in  excess  of  the  amount  which  he 
was  authorised  to  borrow  were  not  to  be  admitted 
without  inquiry,  but  that,  of  itself,  hardly  disposes  of 
our  objection.  Our  point  is  that  the  inquiry  ought  in 
reason  to  be  held  before  the  second  receiver  has  been 
called  upon  to  heavily  commit  himself,  and  for  that 
there  is  at  present  no  effective  machinery. 


It  is,  of  course,  generally  known  that 
for  witiMMM*  a  solicitor  serving  a  witness  with  a 
Bxp«iiMa.  subpcena  does  not  thereby  become 
personally  liable  to  pay  to  him  whatever  sum  may  be 
found  to  be  properly  due  to  him  as  his  expenses  in  the 
matter,  the  position  occupied  by  such  solicitor  being 
that  of  an  agent  acting  on  behalf  of  a  disclosed 
principal,  upon  whose  shoulders,  therefore,  the  liability 
rests.  It  thus  follows  that  while  a  subpoena  must  in 
all  cases  be  obeyed  if  the  witness  is  desirous  of  avoid- 
ing somewhat  unpleasant  consequences,  his  chances  of 
securing  remuneration  depend  entirely  upon  the 
solvency  of  one  of  the  parties  to  the  litigation,  to 
whom,  were  he  a  free  agent,  he  might  be  by  no  means 
disposed  to  grant  credit.  To  meet  this  obviously 
inequitable  state  of  affairs  the  law  permits  a  witness, 
before  he  has  been  sworn,  to  refuse  to  give  evidence  until 
he  has  been  paid  what  he  is  entitled  to;  which  approxi- 
mately meets  the  justice  of  the  case  so  far  as  witnesses 
as  to  fact  are  concerned.  It,  however,  hardly  com- 
pensates the  expert  witness,  who  may  be  compelled  to 
waste  much  valuable  time  waiting  about  in  Court  only 
to  find  that  eventually  he  is  not  called,  or  else  that  his 
evidence  is  dispensed  with  because  the  side  which  has 
called  him  is  unwilling  to  pay  his  tees.  The  position 
in  such  cases  is  eminently  undesirable,  and,  that 
being  so,  it  is  satisfactory  to  observe  that,  at  all  events 
under  some  circumstances,  and  under  conditions  which 
frequently  obtain  in  the  most  inequitable  cases,  the 
witness  may  be  able  to  fasten  personal  liability  on  the 
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solicitor  by  whom  he  has  been  served.  Such  a  case 
was  argued  in  the  Wandsworth  County  Court  a  short 
time  since,  when  it  was  held  that  a  soHcitor  who  had 
agreed  not  to  charge  his  client  any  costs  in  the  event 
of  the  action  being  unsuccessful,  had  thereby  taken 
the  conduct  of  the  action  into  his  own  hands  and 
had  become  liable  as  a  principal.  This  decision,  if 
generally  adopted,  will  probably  to  a  large  extent 
meet  the  requirements  of  the  case,  in  that,  where  the 
client  is  impecunious,  some  such  arrangement  as  to 
costs  may  be  reasonably  assumed  as  between  solicitor 
and  client,  even  although  it  may  be  somewhat  difficult 
to  prove.  But  for  our  own  part  we  see  no  particular 
reason  why  witnesses  should  be  placed  in  a  worse 
position  than,  say,  law  stationers  or  shorthand  writers 
with  regard  to  their  charges.  A  revision  of  the  existing 
rule  would  inflict  no  hardship  on  members  of  the  legal 
profession,  but  it  would  simply  mean  that  they  would 
insist  upon  payment  in  advance  in  respect  of  all  items 
in  respect  of  which  they  were  personally  liable. 
Possibly  such  a  rule  might  constitute  a  hardship  in  the 
case  of  impecunious  litigants  so  far  as  witnesses  as  to 
fact  are  concerned,  but  there  can  be  no  possible  excuse 
for  anyone  seeking  to  secure  expert  ev^idence  who  is 
not  in  a  position  to  pay  for  the  professional  services 
rendered,  and  certainly  they  ought  not  to  be  in  a 
position  to  compel  such  services  without  payment. 


received  from  the  right  persons.  It  occurs  to  us  that 
a  novel  form  of  fraud  by  collusion  might  grow  up  out 
of  this  decision,  under  which  the  party  liable  might 
induce  someone  to  pay  what  he  himself  owes,  under  a  pre- 
sumed misapprehension  as  to  his  rights,  until  such  time 
as  the  claim  became  statute-barred,  after  which  the 
first  party  would  be  free  from  all  subsequent  claims, 
while  presumably  the  party  making  the  payment  would 
have  a  right  of  recovery,  subject,  of  course,  to  the  pro- 
visions of  the  statute. 


Cnriooi  Bflbet  ^^  ^^^  Holbeach  County  Court  a  short 
of  the  Btetnto  of  time  since  an  action  was  heard,  brought 
Llmltatlom.  ^^  ^^^  Chapter  of  Ely  against  the 
Member  of  Parliament  for  South-West  Norfolk  for 
non-payment  of  tithe  on  land  in  South  Lincolnshire. 
The  defence  was  that  no  demand  for  payment  having 
been  made  for  twenty-seven  years  the  claim  was 
barred  by  the  Statute  of  Limitations,  and  on  behalf  of 
the  plaintiffs  it  was  admitted  that  the  claim  had  been 
in  abeyance  for  this  period  of  time,  the  tithes  having 
been  in  the  meanwhile  collected  from  another  person 
in  error.  His  Honour  held  that  the  Statute  of  Limita- 
tions applied,  and  that  henceforward  the  tithes  were 
irrecoverable.  Instances  must,  of  course,  be  rare  in 
which  for  a  period  of  twenty-seven  years  anyone  will 
continue  to  make  a  payment  in  respect  of  which  no 
liability  exists,  but  the  case  is  of  interest  to  auditors  as 
showing  that  even  although  the  whole  of  the  receivable 
income  from  an  estate  may  be  duly  collected  from  year 
to  year,  the  position  is  not  necessarily  satisfactory 
unless  it  can  be  shown  in  addition  that  it  has  been 


,  According  to  a  recent  return,  profits 

Oontribntton  to  derived  from  public  com panies,  interest , 
the  Ineomo  Tax.  ^^^  j^  London  during  1904-5  were 
assessed  for  income-tax  purposes  at  ;fi43»534»555; 
incomes  derived  from  trades  and  professions  during  the 
same  period  were  assessed  at  ;f  74,806,453 ;  while  income 
derived  from  houses  and  land  was  assessed  under 
Schedule  **  A  "  at  /•45,264,076.  Corporate  bodies  paid 
in  salaries  during  the  year  no  less  than  £"23,640,039, 
against  ;f  21,303,534  salaries  paid  in  the  Army  and  Navy. 
The  assessments  under  Schedule  "  B  "  as  profits  derived 
from  nurseries  and  market-gardens  were  put  down  at 
£6,903.  There  were  482,235  houses  assessed  for 
Inhabited  House  Duty,  the  amount  of  which  aggregated 
£29,665,810,  upwards  of  three-fourths  of  which  was 
in  respect  of  ordinary  dwelling-houses. 


k  Btady  In  According  to  a  monthly  contemporary 
Depreciation,  an  application  was  recently  addressed 
to  the  War  Office  by  an  officer  for  directions  as  to  the 
amount  to  be  charged  to  a  man  who  had  lost  his 
overcoat.  The  reply,  our  contemporary  states,  was  as 
follows : — 

<*  The  calculation  of  the  value  of  a  lost  great-coat 
should  be  made  by  deducting  the  value  when  worn  out 
from  the  value  when  new,  as  given  in  Article  75  of  1865 
Clothing  Warrant,  dividing  the  remainder  by  the  number 
of  months  the  garment  should  wear,  multiplying  the 
quotient  by  the  number  of  months  the  garment  has 
actually  been  worn,  and  subtracting  the  sum  thus 
obtained  from  the  total  value  of  the  new  great-coat. 
The  balance  is  the  amount  that  should  be  charged." 

We  now  understand  why  it  is  that  the  War  Office  lays 
such  stress  upon  mathematical  knowledge  upon  the  part 
of  candidates  for  a  commission  in  the  army.  It  would  be 
interesting,  however,  ^  Jfl>z|(j^^^C3*C*^®'»  *°^  inquire 
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how  many  accountant  students  can  make  a  calculation 
of  this  kind  in  their  heads,  and  also  as  to  how  many 
would  make  it  upon  the  lines  laid  down  by  the 
War  Office. 


War  Oflloe 


Hfthomat  and  the 
Honntalii. 


Another  instance  of  War  Office 
methods  may  not  be  out  of  place, 
more  especially  bearing  in  mind 
the  fact  that  the  Stores  Inquiry  in 
connection  with  the  late  War  is  not  yet  concluded. 
It  appears  that  in  the  course  of  the  War  the 
Government  bought  sixty-four  horses  at  Preston 
for  service  use.  Instructions  were  given  to  the 
inspecting  officer  to  examine  these  animals,  but  as 
be  happened  at  the  time  to  be  at  Carlisle,  instead  of 
directing  him  to  proceed  to  Preston,  the  horses  were 
forwarded  to  him  at  Carlisle,  for  inspection,  by  train, 
the  cost  of  transit  amounting  to  upwards  of  ;£'ioo. 
While  such  wholly  preventable  wastes  are  possible  at 
head-quarters,  it  would  seem  to  be  almost  superfluous 
to  inquire  as  to  whether  anyone  is  to  blame  for  similar 
preventable  wastes  which  took  place  six  or  seven 
thousand  miles  away. 


Hope  for  the 
Shareholder. 


The  tired  investor,  weary  of  watching 
the  continued  fall  of  the  financial 
barometer  and  despairing  the  scantiness  of  dividends, 
might  do  worse  than  emulate  the  example  recently  set 
by  two  of  his  kind.  One  worthy,  with  an  eye  on  the 
main  chance — which  is  usually  considered  the  perquisite 
of  the  children  of  Israel— sold  the  stamp  off  his  proxy 
envelope  and  bought  a  bun,  while  the  other  went  one 
better  by  removing  the  adhesive  stamp  on  the  proxy 
itself,  in  addition  to  that  on  the  envelope  enclosed  for 
its  safe  return.  In  each  case  the  directors  and  not  the 
company  suffered,  but  we  suppose  the  working  code  is, 
if  yon  cannot  catch  your  company  there  are  always  the 
directors ! 


VhatLahonr  ^^^  current  issue  of  that  very  useful 
would  do  tor  the  and  interesting  magazine  The  Financial 
Taxpayer.  Review  of  Reviews  contains  a  very 
striking  article  by  Mr.  Keir  Hardie,  M.P.,  entitled  '*  A 
Laboar  Budget."  There  is  some  straightforward 
language,  and  little  juggling.  The  Labour  Party  are  bent 
on  reforms  (we  may  not  discuss  the  *<  reforms,"  since 
they  are  within  the  Index  Expurgatorius  of  politics),  and 


this  is  how  they  propose  to  find  the  means  wherewith 
to  carry  out  their  plans.  First,  we  almost  said  "  of 
course,*'  the  income-tax  payer  would  have  a  graduated 
and  differentiated  scale  on  the  following  lines : — 
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Then  we  come  to  the  Estate  Duties  in  case  of  death. 
Dives  is  to  pay  toll  to  Lazarus  in  the  following  sum- 
mary fashion : — 
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Our  readers  should  turn  to  the  article  itself  for  full 
particulars  of  the  interesting  Budget  given  by  Mr.  Keir 
Hardie.  It  will  well  repay  perusal,  if  only  by  way  of 
admonition. 


K  Deflnttlon  of    ^^^  Financial  News^  in  a  happy  vein  of 
••CItlsMiihip.**     irony,  says  that  a  Radical  member  of 
the  London  County  Council  has  aptly  defined|Citizen- 
ship  as  "  the  right  to  pay  ratesw^'by  VnOOQlt 
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OermanBtook      It  has  recently  been  pointed  out  that 
Promotori*'       ^^^  German    Stock    Exchange    Com- 
Proftti.  niittees  possess  and  exercise  the  power 

to  exclude  from  quotation  in  the  Official  List  any  new 
concern  in  which  the  promoters*  and  vendors'  profits 
are  so  large  as  to  cause  the  public  to  pay  an  excessive 
price  for  the  assets  taken  over  by  the  company  seeking 
public  share  subscriptions.  No  such  safeguard — for  up 
to  a  point  it  «  a  safeguard — exists  either  here  or  in  New 
York,  and  the  subject  may  advantageously  bear  venti- 
lation. Each  case  seems  to  be  considered  on  its 
merits,  and  in  a  recent  instance  (a  building  site  com- 
pany) the  refusal  to  admit  quotation  seems  to  have 
been  made  on  account  of  the  fact  that  colossal  profits 
were  to  have  been  made  by  the  issue  itself,  and  pre' 
sumably  the  decision  of  the  Committee  might  have 
been  otherwise  if  a  real  increase  in  value  had  been 
derived  from  the  protracted  possession  of  land  involv- 
ing the  risk  of  possible  changes  of  circumstance  and 
the  payment  of  interest  for  many  years.  We  gather, 
however,  that  where  there  is  no  concealment  about  the 
profit  made  by  the  promoter  the  public  are  left  to  their 
own  resources  and  to  their  knowledge  of  the  maxim 
caveat  emptor.  The  Frankfurter  Zeitung  has  the  follow- 
ing happy  remarks  to  make  :— 

*•  The  public  should  not  cherish  any  confidence,  on 
the  score  of  the  happy  termination  of  this  single  case, 
that  none  of  the  stock  issues  which  have  been  admitted 
to  quotation  conceal  no  menace  of  an  *  overreaching  '  of 
the  public.  .  .  .  The  means  of  forming  a  judgment 
which  are  at  the  disposal  of  the  Committee  are  only 
occasionally  sufficient,  because  it  is  only  seldom  that 
the  overreaching  appears  so  clearly  in  the  light  of  day. 
and  because  an  outspoken  judgment  as  to  its  presence 
or  absence  cannot  always  be  pronounced  straight  away. 
It  is  for  this  reason  that  the  Stock  Exchange  regulation 
lays  such  special  stress  upon  the  public  being  supplied 
with  all  the  necessary  data  for  forming  a  judgment  as  to 
the  value  of  the  paper  to  be  introduced  upon  the 
Bourse.  Henceforward,  as  heretofore,  the  public's  own 
investigations  must  be  its  best  defence  against  losing 
money  over  new  share  issues.  .  .  .  Still,  the  mere 
prospect  of  a  searching  examination  by  the  Admission 
Committee  will  scare  ofif  many  a  promoter  and  con- 
tribute to  the  greater  solidity  of  company  promoting  in 
general." 

The  Tranifer  Tax  Commercial  New  York  is  reported  to 
inWallBtrMt.  be  considerably  disconcerted  by  a 
decision  of  the  Attorney -General  that  a  tax  of  two 
dollars  must  be  paid  on  each  100  shares  on  stock 
transferred  regardless  of  the  par  or  market  value. 
The  regulation  will  doubtless  be  a  hardship  in  many 


hundreds  of  cases,  but  an  American  contemporary 
facetiously  says  that  Wall  Street  can  easily  overcome 
this  difficulty  by  insisting  that  all  shares  shall  have  a 
par  value  of  100  dollars !  The  attitude  of  the  Legislature 
appears  to  be  somewhat  severe  as  regards  the  Street 
and  its  business,  and  the  suggestion  that  every  broker 
shall  deposit  f  100,000,  or  equivalent  security,  before 
commencing  operations  may  not  be  quite  such  a  foolish 
proposition  as  it  seems. 


Tool!  of  Trade. 


In  the  City  of  London  Court  last  week 
Deputy- Judge  Horton  Smith  is  reported 
to  have  decided  that  a  typewriting  machine  used  by 
an  advertising  agent  was  a  *'  tool  of  trade,"  and  there- 
fore exempt  from  distress.  It  was  mentioned  that 
lawyers*  books  were  also  privileged  as  tools  of  trade. 
How  far  may  this  analogy  be  carried  as  regards 
accountants,  we  wonder  ? 


The  Hallway      The  year*s  return  of  railway  fatalities 

Moloch.  shows  some  very  interesting  figures  :— 

Persons  killed  during  1905,  1,100,  being  an  increase  of 

27  over  1904.    Of  these  148  were  passengers,  as 

against  115  in  the  previous  year. 
Total  number  of  passengers  injured  (2,368}  shows  a 

decline  of  301. 
Number  of  railway  servants  killed,  399  ;  decrease  of 

Number  of  railway  servants  injured,  3,802  ;  decrease 

of  1 19. 
More  than  one-third  of  the  total  deaths  took  place,  as 
usual,  among  trespassers  on  the  line  (including 
suicides). 
Considering  the  many  millions  of  passengers  carried, 
and  the  600,000  railway  servants  employed  in  the 
industry,  the   percentages  of  injury  are  very  small 
indeed. 


Correspondence  and  Bnqttiries. 


All  communications  to  the  Editor  should  be 
by  letter  only. 


Indian  Companies'  Balance  Sheets:  Charjces 
on  Assets. 

(To  the  Editor  of  The  Accountant,) 
Sir,— The  Indian  Companies  Act  of  1882,  Section  74, 
makes  the  Table  "A"  form  of  Balance  Sheet  com- 
pulsory for  all  Indian  companies.    The  form  shows 
separately  "the  amount  of  ioaB8>on    mortgages  or 


debenture  bonds/' 
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Many  concerns  are  financed  by  banks  upon  a  letter 
of  hypothecation  giving  a  lien  over  the  stocks  of  the 
concern.  The  auditors  have  insisted  upon  such  loans 
or  advances  being  shown  as  secured  upon  stocks. 

By  the  auditors  it  is  contended  that,  since  a  "  Register 
of  Mortgages  *'  is  required  to  show  •*  all  mortgages  and 
charges  specifically  affecting  property  of  the  company," 
a  similar  comprehension  is  intended  in  the  Balance 
Sheet;  in  other  words,  that,  although  not  strictly 
mortgages,  such  hypothecations  are  mortgages  within 
the  meaning  of  the  Act.  Moreover  that,  apart  from 
the  prescribed  form,  a  Balance  Sheet  which  fails  to 
disclose  that  such  creditors  are  secured  does  not 
exhibit  a  true  and  correct  view  of  the  company's 
affairs.  And  that,  since  Section  74  provides  for  regis- 
tration of  Balance  Sheets  and  Section  220  (e)  provides 
that  '*  every  person  may  inspect  the  documents  kept  by 
the  Registrar,"  a  Balance  Sheet  is  open  to,  and  is  for 
the  protection  of,  the  public  as  well  as  shareholders. 

By  certain  companies  it  is  contended,  on  the  other 
hand,  that  such  liens  are  not  mortgages  within  the 
meaning  of  the  Act.  That,  since  Section  74  and  the 
following  sections  are  grouped  as  **  provisions  for  the 
protection  of  members,*'  the  Balance  Sheet  is  devised 
for  the  protection  of  members  not  creditors,  and  is 
not  open  to  the  inspection  of  creditors  as  is  the 
Register  of  Mortgages,  and  that  the  Register  of 
Mortgages  is  a  sufficient  disclosure  to  creditors  of  any 
such  liens.  That  the  publication  of  such  information 
is  injurious  to  the  company's  credit.  That  the  auditors' 
duty,  as  regards  such  liens,  is  confined  to  satisfying 
themselves  of  their  due  entry  in  the  Mortgage  Register, 
and  that  ^ling  such  entry  they,  the  auditors,  would  be 
liable  as  officers  of  the  company. 

I  shall  be  greatly  obliged  if  you  will  kindly  give  me 
your  opinion  as  fully  as  possible,  and  also  inform  me 
(i)  whether  such  debts  should  be  shown  as  secured;  (2) 
whether  the  particular  property  charged  should  be 
stated— e.^.,  advances  against  stocks,  book  debts,  &c. ; 
(3)  whether  it  is  the  custom  in  England,  where  the 
prescribed  form  of  Balance  Sheet  only  forms  part  of 
Table  *'  A,"  and  is,  therefore,  capable  of  exclusion,  to  dis- 
tinguish between  secured  and  unsecured  creditors,  or 
between  assets  that  are  unquestionably  the  company's 
property  and  assets  over  which  a  mortgage,  charge,  or 

lien  has  been  created. 

Yours  faithfully, 

DECIMALS. 
[We  will  deal  with  this  point  in  an  early  issue. — 
Ed.  Acct] 


Legislation  for  the  ProfeMlon. 

(To  the  Editor  of  The  Accountant,) 
Sir,— The  following  extract  from  a  Transvaal  corre- 
spondent's letter  may  be  of  interest  to  those  of  your 
readers  who  are  anxious  to  see  the  profession  of 
accountancy  in  this  country  placed  on  a  firm  and 
secure  basis  by  Act  of  Parliament.  He  says,  "  I  am  a 
**  member  of  the  Transvaal  Society  of  Accountants, 
**  which  was  formed  in  1904,  and  we  style  ourselves 
**  Registered  Public  Accountants.  We  are  incorporated 
**by  Ordinance,  and  have  just  as  ^ood  a  professional 
"  standing  as  solicitors.  Nobody  can  now  practise  as  a 
"  Public  Accountant  unless  he  is  a  member  of  the 
**  Society.  Entrance  is  now  only  possible  after  a  stiff 
**  examination  and  three  years'  articles  with  a  prac- 
**tisingP.A.  No  other  persons  can  sign  as  auditors, 
"  and,  altogether,  matters  have  been  put  on  a  sound 
"basis.  CA.'s  of  England  and  Scotland  are,  01 
•*  course,  admitted  without  any  further  trouble,  pro- 
"  vided  they  are  fixed  residents  in  the  Transvaal." 


April  yth  1906. 


Yours  faithfully, 

W.  H.  EARL. 


The  Audit  System  of  the  Local  Oovemment 

Board.— Local  Authorities'  Cash  Balances  (at  aist 

March  1906)  and  Banking  Reserves. 

(To  tkg  Editor  of  The  Accountant.) 
Sir,— The  annexed  questions,  which  were  put  at  my 
request  by  the  Hon.  Claude  G.  Hay,  M.P.  for  the 
Hoxton  Division  of  the  parliamentary  borough  of 
Shoreditch,  and  the  answers  of  the  Right  Hon.  John 
Bums,  will  enable  everyone  to  gauge  the  work  of  the 
auditors  appointed  by  the  Local  Government  Board, 
and  the  inability  of  the  auditors  to  count  and  certify 
the  cash  balances  belonging  to  the  respective  municipal, 
education,  and  poor  law  authorities  throughout  the 
country,  upon  the  dates  fixed  by  law  for  the  making  up 
of  their  several  accounts,  to  say  nothing  of  the  very 
important  duty  of  adequately  testing  and  checking  the 
cash  transactions  of  local  authorities  from  day  to  day. 

It  must,  however,  be  mentioned  that  there  are  two 
or  three  authorities  in  the  Metropolis  (peculiar  to  them- 
selves) who  get,  by  reason  of  their  size  and  the  huge 
volume  of  their  subsidiary  Revenue  Accounts,  excep- 
tional treatment  in  the  latter  respect. 

The  returns — when  obtained — as  to  the  (i)  number 
of  local  authorities  whose  accounts  are  subject  and  not 
subject  to  district  audit,  with  the  (a)  cash  balances  (at 
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31st  March  1906)  of  public  bodies,  in  tbeir  relationship 
to  the  banking  reserves  of  the  great  London  and 
provincial  banks,  will,  I  hope,  afford  much  valuable 
information  to  owners,  ratepayers,  users,  and  con- 
sumers alike. 

I  am.  Sir,  your  obedient  servant, 

E.  A.  R.  ADAMS. 
ShorediUh  Town  Hall,  E.C.,  6th  April  1906. 


HousB  OF  Commons,  5/A  April  1906,  Thursday, 

Question  No.  48  (Afr.  Claude  G.  Hay),— To  ask  the 
President  of  the  Local  Government  Board  if  he  has 
made,  or  will  make,  arrangements  for  the  district 
auditors  throughout  England  and  Wales  to  count  and 
certify  the  net  cash  balances  in  the  hands  of  all 
treasurers  and  accounting  officials  whose  accounts  are 
subject  to  the  District  Auditors  Act,  1879.  and  its 
applied  provisions,  on  the  31st  March  in  each  year,  or 
upon  such  other  date,  if  any,  as  the  accounts  are  made 
up  to  and  balanced. 

Answer  (Mr,  John  Bums).— I  am  afraid  that  it  would 
not  be  practicable  to  give  effect  to  the  arrangement 
suggested. 

Question  No,  49  (Mr.  Claude  G,  Hay).— To  ask  the 
President  of  the  Local  Government  Board  if  he  will 
state  the  number  of  district  auditors  employed  under 
the  Board,  and  the  number  of  districts  assigned  to  each 
district  auditor,  distinguishing  between  the  areas  of  the 
administrative  County  of  London  and  the  rest  of 
England  and  Wales. 

Question  No,  50  (Afr.  Claude  G,  Hay),— To  ask  the 
President  of  the  Local  Government  Board  if  he  will 
furqish  the  names  of  the  municipal  corporations,  1 
complete  accounts  of  which  are  subject  to  audit  by 
auditors  appointed  by  the  Local  Government  Board, 
the  number  of  auditors  assigned  to  the  work  thereof, 
with  the  names  of  their  respective  audit  districts. 

Answers  to  Questions  49  and  50  (Mr,  fohn  Burns).—  \ 
Perhaps  the  hon.  member  will  allow  me  to  answer  this  > 
and  the  following  question  standing  in  his  name  together.  ' 

The  complete  staff  of  district  auditors  and  assistant  | 
auditors  consists  of  fifty  auditors  and  twenty  assistants.  \ 

The  names  of  the  municipal  corporations,  all  the  I 
accounts  of  whom  are  now,  or  will,  at  the  expiration  of  | 
the  present  financial  year,  be  liable  to  audit  by  district  I 
auditors  are:  Bournemouth,  Cheltenham,  Merthyr 
Tydvil,  Plymouth.  Poole,  Southend-on-Sea,  Swindon,  ' 
and  Tunbridge  Wells. 


The  particulars  asked  for  as  to  the  number  of  local 
authorities  in  the  districts  assigned  to  the  auditors 
respectively,  and  as  to  the  arrangements  for  the  audit  of 
the  accounts  of  the  corporations  above-mentioned,  would 
be  too  lengthy  to  be  given  in  reply  to  questions,  but  I 
shall  be  happy  to  send  the  hon.  member  a  statement  on 
the  subject  if  he  desires  it. 


HousB  OF  Commons,  6th  April  1906. 

Question  (Mr.  Claude  G.  Hay).— To  ask  the  President  of 
the  Local  Government  Board  if  he  will  grant  the  returns 
relating  to  local  authorities  standing  on  to-day's  notice 
paper : — 

"Local  authorities  (England  and  Wales). — Return 
showing  the  number  of  local  authorities  in  England  and 
Wales  at  the  31st  day  of  March  1905,  distinguishing 
between  authorities  in  the  Administrative  County  of 
London  and  the  rest  of  the  country  in  respect  of  the — 

Boards  of  Overseers  of  the  Poor. 

Boards  of  Guardians  of  the  Poor, 

County  Councils, 

Joint  Committees  of  County  Councils, 

The  Lancashire  Asylums  Board, 

Visiting  Committees  of  County  Lunatic  Asylums, 

Rural  District  Councils, 

Parish  Councils  and  Parish  Meetings, 

Lighting  Inspectors  and  Committees, 

London  County  Council, 

Corporation  of  the  City  of  London, 

Visiting  Committees  of  London  Lunatic  Asylums, 

Metropolitan  Police, 

Metropolitan  Borough  Councils, 

Visiting  Committee  of  the  City  of  London  Asylum, 

Managers  of  the  Metropolitan  Asylums  District, 

Managers  of  Sick  Asylums  Districts, 

Other  Local  Authorities  of  the  Metropolis, 

Burial  Boards  and  Joint  Committees  acting  under 
the  Burial  Acts, 

Education  Authorities, 

Harbour,  Dock,  and  Pier  Authorities, 

Port  Sanitary  Authorities, 

Commissioners  of  Sewers,  Drainage  Boards,  &c.. 

Other  Joint  Boards,  Committees,  and 

Statutory  Authorities, 
together  with  the    number  of  accounts  which    were 
subject  to  audit  by  the  district  auditors,  in  the  following 
form : — 


I    Situated  in  the 
Name  of        1       Area  of  the         Rest  of  Kiiglaiul 
Authority  County  of       I       and  Wales 

London         < 


Total  Number  of 
Authorities  at     ' 
31st  March  1905 


Subject  to  Authority  by 
District  Auditors 


Countv  of 
JLonaon 


Rest  of  Hnglau<) 
and  Wales 


Audited 
Yearly 


Audited 
HalfYeariy 
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Question  (Mr.  Claude  G.  Hay),  Local  Authorities  (Balances, 
<^.)' — Return     relating    to    the    Cash    Balances   and 


Reserves  of  Local  Aathorities  in  the  following  form : — 


Names  of 
^    Local  Authorities 

Number  at 
31st  March  1906 

Net  Cash  Balances 
w          in  hand  at 
31st  March  1906 

Overdrawn 
^       Cash  Balances 
■'^           (if  any)  at 
3i8t  March  1906 

Reserve  Funds 
ui  (of  Country  Banlcs) 
at  31st  March  1906 

C                          w,  0 

a                     oJ 
r                         80 

6 

No. 

£    s    d        £     s    d 

£    s    d           Percent. 

TotaU  .. 

«ft 


Stating  the  Reserve  Funds  of  the  several  banking 
institutions  at  the  31st  day  of  March  1906,  or  at  the 
nearest  date  to  the  31st  day  of  March  when  their  several 
accounts  were  made  up  to. 

Answer  (Mr.  John  Bums)  [not  answered  orally],—!  am 
not  able  at  present  to  answer  this  question.  The  notice 
for  the  returns  only  appeared  on  the  notice  paper 
this  morning,  and  the  matter  is  one  which  needs 
consideration. 


Income  Tax— Uodervaluatlon  of  Stock. 

(To  the  Editor  of  The  Accountant.) 

Sir, — I  am  indeed  glad  to  see  your  editorial  note 
against  the  letter  of  **  Imperial,'*  which  appears  in  your 
issue  of  the  7th  inst.  The  creation  of  a  Secret  Reserve 
by  undervaluing  stock  is— to  put  it  shortly— fraud,  and 
an  objectionable  means  of  shifting  the  burden  from  the 
shoulders  which  should  bear  it  to  those  of  more  honour- 
able taxpayers. 

Of  course,  it  is  clear  from  the  letter  of  "  Imperial " 
that  his  only  reason  for  writing  you  was  to  show  up  an 
objectionable  practice,  which,  it  is  hoped,  has  not  been 
at  all  generally  adopted. 

Yours  faithfuUy, 

T.  HALLETT  FRY. 

Temple,  E.C.,  gth  April  1906. 

[On  the  contrary,  the  practice  is  by  no  means 
unusual. — Ed.  Aut.] 


A  Deslsroatloo  for  the  Profession. 

(To  the  Editor  of  The  Accountant.) 
Sir,— I  have  read  Mr.  Chas.  R.  WhitnalPs  letter  in 
The  Accountant  of  the  7th  inst. 

He  states  that  it  is  extremely  unlikely  that  the  Insti- 
tute could  obtain  for  its  members  the  exclusive  right  to 
call  themselves  by  any  new  name,  but  lower  down  he 


i      s     d 


fes^ 


Per  cent. 


TotaU  at  31st  March  1906 


Of 
Of  Net  Cash     Overdrawn 
Balances  Cash 

in  hand  Balances     | 

.  (if  any) 

9  xo  ' 


Of  Reserve 
Funds 


£8d        £sd        £sd 


suggests  a  word  which  might  be  appropriate;  which 
makes  it  rather  difficult  to  follow  him. 

Whilst  agreeing  with  you  that  this  is  not  the  time  to 
suggest  a  specific  term,  it  would  interest  me  to  know 
why  it  should  be  extremely  difficult  for  members  of  the 
Institute  to  obtain  such  exclusive  rights.  Let  other 
Societies  adopt  what  titles  they  like,  but  my  contention 
is  that  such  a  title  for  members  of  the  Institute  would 
be  an  assistance  to  the  public  in  protecting  themselves, 
consequently,  why  should  there  be  great  difficulties  in 
the  way  ? 

I  do  not  see  Mr.  Chas.  R.  Whitnall's  name  in  the  list 

of  members  of  the  Institute. 

Yours  faithfully, 

gth  April  1906.  A. 


Current  Xaw* 


Under  this  heading  are  noted  from  time  to  time  the  salient 
features  of  decisions  of  interest  which,  so  far,  have  not 
appeared  in  our  "  Law  Reports.**  As,  however,  these 
notes  are  necessarily  greatly  condensed,  reference  should 
in  all  cases  be  made  to  the  fuller  report  when  it  appears,) 

Bankruptcies  and  Insolvencies. 
In  re  Dahneyer  ;  ex  parte  Dalmeyer.  C.A. 

On  appeal  by  bankrupt  from  order  of  GifFard,  R., 
granting  his  discharge  subject  to  his  setting  aside  £^00 
a  year  out  of  his  earnings  for  his  own  support,  and 
paying  the  surplus  (if  any)  to  the  trustee  until  the 
creditors  should  have  received  los.  in  the  £,  held  that, 
in  view  of  the  facts  that  the  bankrupt's  assets  were  not 
equal  to  los.  in  the  £,  that  he  had  contributed  to  his 
insolvency  by  his  unjustifiable  extravagance  in  living. 
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and  had  made  an  arrangement  with  his  creditors  on  a 
previous  occasion,  the  Court  had  no  jurisdiction  to 
make  such  an  order.  Order  varied  accordingly  by 
suspending  bankrupt's  discharge  for  two  years,  the 
other  conditions  remaining  the  same.— (rfw«,  Apr.  7). 


TLbc  Xefcester  Cbartered  accountants 
StuOents'  Societi?, 


Sureties. 


By  Dr.  Lindley. 


Lecture  delivered  to  members  of  the  above  Society  on 
March  26th. 

Guarantees. 

First  it  is  necessary  to  distinguish  certain  legal  terms  that 
at  times  are  used  in  a  somewhat  indiscriminate  manner — viz., 
••warranties,"  •*  guarantees,"  and  "indemnities."  The  first 
term  relates  entirely  to  things — e.g.»  warranties  of  title,  quality 
&c.  (for  which  see  the  Sale  of  Goods  Act,  1893) ;  whereas  the 
other  two  relate  to  persons.  The  difiference,  as  will  presently 
be  seen,  is  one  entirely  of  form — for  all  guarantees  are  in  one 
sense  indemnities,  as  being  undertakings  to  hold  a  person 
free  from  loss  or  damage.  The  only  statute  having  any 
bearing  upon  the  subject  is  the  Statute  of  Frauds  (29  Car. 
II.  c.  3,  sec.  4),  which  enacts:  **No  action  shall  be 
* '  brought  whereby  to  charge  the  defendant  upon  any  special 
"  promise  to  answer  for  the  debt,  default,  or  miscarriage  of 
*' another  person,  unless  the  agreement  upon  which  such 
"  action  shall  be  brought,  or  some  memorandum  or  note 
'*  thereof,  shall  be  in  writing  and  signed  by  the  party  to 
"  be  charged  therewith,  or  some  other  person  thereunto  by 
"  him  lawfully  authorised."  The  section  does  not  make  the 
agreement  void,  but  merely  unenforceable  at  law.  It  includes 
promises  to  secure  debts,  or  the  fidelity  of  a  person,  or  to 
secure  a  person  from  harm  in  respect  of  wrongful  acts  (torts) 
which  create  a  liability  for  damages.  The  promise  may 
apply  to  future  liabilities  as  well  as  liabilities  already 
incurred. 

Note. — A  promise  to  give  an  undertaking  is  as  much  within 
the  statute  as  the  giving  of  the  undertaking  itself  {Mallet  v. 
BaUman,L.K.  i,  C.P.  163). 

Memorandum  or  Note. 
The  formalities  in  respect  of  the  memorandum  are  the 
same  as  are  required  to  comply  with  the  statute  generally. 
Shortly  they  are  these  : — 
(i)  The  memorandum  must  be  in  existence  bejore  action 
brought. 


(2)  It  need  not  be  contained  in  a  single  document,  but,  if 
otherwise,  it  must  be  clear  that  the  various  papers 
relate  to  one  another. 

(3)  It  must  indicate  the  parties  and  show  the  agreement  of 
the  party  to  the  terms  charged  {Holmes  v.  Mitchell,  7 
C.B.,  N.S.,  34) ;  and 

(4)  It  must  be  signed  by  the  party  charged  or  his  agent. 
The  signature  may  be  in  any  form  so  long  as  the  same  is 

recognised  by  or  brought  home  to  the  party  as  having  been 
done  by  his  authority.  The  agent  need  not  have  been 
appointed  in  writing. 

Note.— Though  parol  evidence  cannot  be  given  on  behalf 
of  a  person  who  has  signed  an  instrument  as  principal,  to 
prove  that  he  is  in  fact  an  agent,  yet  it  is  admissible  on  behalf 
of  a  plaintifi"  suing  an  undisclosed  principal,  in  order  to 
charge  the  latter  {Wilson  v.  Hart,  7  Taunt.  295  ;  also  2  Sm. 
L.C. 

Consideration. — All  simple  contracts  require  a  consideration 
to  support  them,  and  ordinarily  it  must  be  expressed  in  the 
memorandum,  but  by  the  Mercantile  Law  Amendment  Act, 
1856,  Section  3,  it  is  enacted  in  respect  of  guarantees  that : 
"No  promise  is  to  be  deemed  invalid  by  reason  only  that 
'*  the  consideration  for  such  promise  does  not  appear  in 
**  writing."  The  consideration,  nevertheless,  must  exist,  but 
may,  if  necessary,  be  proved  by  parol  evidence.  In  cases 
where  the  promise  is  to  answer  for  a  debt  which  at  the  time 
of  making  the  promise  has  been  incurred,  it  must  be 
supported  by  a  new  consideration,  when  that  of  *'  forbear- 
ance to  sue  "  is  the  one  most  usually  met  with  (see  Morley  v. 
Booth  J  3  Bing  107). 

Stamp. — A  guarantee  must  ordinarily  be  stamped  (6d.). 
otherwise  it  cannot  be  given  in  evidence ;  but  a  guarantee  for 
the  payment  of  goods  to  be  furnished  to  third  persons  need 
not  be.  as  it  is  within  the  exception  of  the  Stamp  Act,  1870, 
as  being  a  contract  for  or  relating  to  the  sale  of  goods  (see 
Chatfield  v.  Cox,  i8  Q.B.  321). 

Since  the  promise  is  one  to  be  answerable  for  another 
person,  it  implies  an  original  contract  as  well  as  a  collateral 
one,  and  therefore  contemplates  three  parties,  who  may  be 
called  the  creditor,  the  debtor,  and  the  promisor,  one  of 
whom,  the  creditor,  is  a  party  to  both  contracts.  In  order, 
therefore,  for  a  promise  to  come  within  the  statute  there 
must  be  a  debt  or  liability  of  the  other  person  which  the 
promise  answers  for  {Lakeman  v,  Mountstephen,  L.R.  7.  H.L. 
24),  the  promisor  having  no  liability  whatsoever  in  respect 
of  the  original  contract.  Such  a  promise  is  called  a 
guarantee,  while  promises,  though  similar  in  characteristics, 
but  not  required  to  be  in  writing,  are  indemnities. 

In  dealing  with  the  relationship  and  liabilities  of  the  various 
parties,  the  first  matter  to  be  noticed  has  reference  to  the 
promise  itself.    The  statute  refers  to    promises   made  to 
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answer  for  the  debt.  &c.,  of  another  person,  which  means 
that  the  promise  must  be  made  to  some  person  other  than 
the  debtor  ;  and,  since  no  person  has  any  right  or  liability 
in  respect  of  a  contract  unless  he  can  claim  or  be  charged  as 
a  party  thereto  or  through  a  party  as  a  trustee  or  agent,  it 
follows  that  the  promise  must  be  made  to  the  creditor. 

In  Eastwood  v.  Kenyon  (11  A.  &  E.  438)  the  plaintiff  was 
liable  to  one  Blackburn  on  a  promissory  note,  and  the 
defendant  for  a  valid  consideration  promised  the  plaintijf 
that  he  would  discharge  the  note.  Denman,  C.J.,  in  his 
judgment,  said  **  We  are  of  opinion  that  the^statute  applies 
"  only  to  promises  made  to  the  person  to  whom  another  is 
••  answerable." 

Again,  in  Reader  v,  Kingham  (13  C.B.,  N.S.  344),  one 
Malins  had  recovered  judgment  against  one  Hitchcock. 
A  warrant  was  obtained  for  the  commitment  of  the  latter 
and  given  to  the  plaintiff,  bailiff  of  the  Court,  for  execution. 
He  was  about  to  arrest  the  debtor  when  the  defendant 
verbally  promised  the  plaintiff  either  to  pay  the  sum  or 
surrender  Hitchcock  on  the  following  Saturday.  The 
defendant  failed  to  carry  out  his  promise,  hence  the  action. 
The  arrest  and  imprisonment  would  not  have  discharged  or 
extinguished  the  debt.  It  was  held  that  the  promise  was 
not  one  within  the  statute,  upon  the  same  grounds  as  in 
Eastwood  V.  Kenyon  (supra). 

Also  in  Hargraves  v.  Parsons  (11  M.  &  W.  570),  where  a 
person  assigned  the  benefit  of  a  debt  or  contract  to  which  he 
was  entitled  and  undertook  to  answer  for  the  same  to  an 
assignee,  the  undertaking  was  held  not  to  be  a  guarantee 
because  the  debt  or  liability  was  due  to  himself  and  not  the 
assignee. 

In  order  to  evolve  the  principles  of  liability  in  respect  of 
a  contract  of  guarantee,  one  must  take  the  case  of  Fitegerald 
V.  Dressier  (7  C.B.,  N.S.  374),  wherein  Cockburn,  C.J.,  after 
referring  to  the  notes  to  Forth  v.  Stanton  (i  Wms.  Saunders 
211)  proceeded: — "The  fair  result  seems  to  be  that  the 
'*  question  whether  each  particular  case  comes  within 
*'  Section  4  of  the  statute  or  not  depends,  not  on  the  con- 
**  sideration  for  the  promise,  but  on  the  fact  of  the  original 
*'  party  remaining  liable,  coupled  with  the  absence  of  any 
"  liability  on  the  part  of  the  defendant  or  his  property  except 
**  such  as  arises  from  his  express  promise." 

[It  should  be  noted  that  the  case  there  discussed  was 
one  belonging  to  a  certain  class  called  "property  cases," 
which  will  be  referred  to  later.) 

In  the  above  dictum  the  leading  features  are  the  liability 
of  the  debtor  and  the  absence  of  liability  of  the  promisor, 
which  will  be  treated  separately. 

{A,)— The  Debtor's  Liability. 
It  follows,  therefore,  that  unless  the  original  party — that 


is,    the    debtor — remains   liable,    the    promise   is   not    a 

guarantee,  so  that 

(i)  If  at  the  time  that  the  promise  is  made  no  liability 
(a)  is  attached  to  the  other  person,  or  (5)  is  con* 
templated  to  attach  at  some  future  time,  or 

(2)  If,  upon  the  promise  being  given,  the  liability,  which 
thus   was   attached    to    the  other  person,    becomes 
thereby  extinguished, 
the  promise  in  neither  case  is  one  within  the  statute, 

(i)  As  to  the  first  proposition : — 

(a)  In  such  a  case  there  can  only  be  one  contract,  and 
the  person  who  otherwise  would  be  the  promisor  is, 
in  fact,  the  debtor.  Whether  or  no  the  other  person 
does  also  remain  liable— which  question  is  often 
raised  in  defence  so  as  to  escape  liability  on  the 
ground  that  the  promise  was  a  guarantee,  but  not  in 
writing— can  only  be  decided  by  considering  the 
circumstances  of  each  particular  case  and  discover- 
ing to  whom  the  credit  has  been  given. 

Examples : — 

A  promise  to  pay  for  goods  sold  and  delivered  to 
another  person,  upon  the  latter's  credit,  is  within  the 
statute,  whereas  a  promise  to  pay  for  goods  supplied 
to  another  person,  upon  the  promisor's  credit,  is  not. 

A  promise  to  pay  for  goods,  not  being  necessaries, 
supplied  to  an  infant  is  not  within  the  statute,  because 
no  liability  attaches  to  the  infant  for  such  (Harris  v, 
Huntbachf  1  Burr.  375). 

In  Birkmyr  v.  Darnell  (6  Mod.  248)  it  was  decided 
that  unless  the  creditor  has  a  right  of  action  against 
the  debtor  the  promise  is  not  within  the  statute. 

(6)  Unless  such  contemplation  be  fulfilled,  the  promisor 
— although  the  promise  be  in  writing— cannot  be 
held  liable,  because  in  such  a  case  there  is  no  debt, 
&c.,  for  which  the  other  person  is  liable.  In  other 
words,  there  is  a  failure  of  consideration. 

(2)  As  to  to  the  second  proposition  : — 

If  the  promise  extinguishes  the  liability  of  the  third 
person  there  can  be  no  principal  debtor  (see  Birkmyr 
V,  Darnell,  supra).  Under  the  old  law  the  discharge  of 
a  debtor  taken  under  a  writ  of  ca,  S0.,  destroyed  the  debt, 
and  many  cases  can  be  found  holding  that  a  promise  to 
pay  the  debt,  whereupon  the  person  was  released,  was 
not  within  the  statute  (Goodman  v.  Chase,  i  B.  &  A., 
297  ;  Lane  v.  Burghart,  i  Q.B.  933). 

(B.)^The  Promisor's  Liability. 
It  now  becomes  necessary  to  deal  with  that  part  of  the 
ruling  set  forth  in  the  words  "coupled  with  the  absence  of  any 
"  liability  on  the  part  of  the  defendant  or  his  property. 
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•*  except  such  as  arises  from  his  express  contract  "  (Fitzgerald 
V.  Dressier,  supra). 

If  such  hability  be  present  the  promise  is  not  a  guarantee, 
even  though  the  due  performance  of  the  promise  involves 
the  payment  of  the  debt  of  a  third  person. 

In  Fitzgerald  v.  Dressier  {supra)  the  learned  Judge  pro- 
ceeded, "  there  must  be  absence  of  prior  liability  on  the  part 
••  of  the  defendant  or  his  property,  it  being,  as  I  think,  truly 
•'  stated,  as  the  result  of  the  authorities,  that  if  there  be 
*'  something  more  than  a  mere  undertaking  to  pay  the  debt  of 
*•  another,  as  where  the  property,  in  consideration  of  the 
"  giving  up  of  which  the  party  enters  into  the  undertaking, 
*•  is  in  point  of  fact  his  own,  or  is  property  in  which  he 
'*  has  some  interest,  the  case  is  not  within  the  statute,  which 
'*  was  intended  to  apply  to  the  case  of  an  undertaking  to 
"  answer  for  the  debt,  default,  or  miscarriage  of  another, 
"  where  the  person  making  the  promise  has  himself  no  interest 
**  in  the  property  which  is  the  subject  of  the  undertaking." 

This  case  being  a  "property"  case,  Stirling,  L.J.,  in 
Harburg  India  Rubber  Co.  v,  Martin  (1902,  i  K.B.  791), 
said  that  the  words  "has  himself  no  interest  in  the 
property"  must  be  taken  as  being  equivalent  to  "has  no 
interest  in  the  transaction,"  and  in  that  sense  would  cover 
all  classes  of  indemnity  cases.  The  word  "interest*'  meaning 
some  species  of  interest  which  the  law  recognises. 

In  the  above  case  Stirling,  L.J.,  suggested  that  the 
"  interest "  held  by  a  person  as  a  shareholder  in  a  company 
was  not  such  a  legal  interest  therein  so  as  to  cause  an 
undertaking  given  by  him  on  behalf  of  the  company  to  be 
an  indemnity. 

The  question  as  to  "interest  "  arises  in  those  two  classes 
of  cases  that  are  commonly  called  "property"  cases  and 
"  del  credere  "  cases,  and  it  will  be  as  well  therefore  to  explain 
those  terms. 

^* Property**  cases  are  those  in  which  either  the  person 
who  made  the  promise  had  property  which  he  wished 
to  relieve  from  liability  or  there  was  property  which 
he  wished  to  acquire— «.^.,  where  in  consideration  of  the 
landlord  not  taking  goods  of  the  tenant  out  of  possession  of 
the  broker,  the  latter  promised  to  pay  the  rent  out  of  the 
proceeds  of  the  sale  (Williams  v.  Leper,  3  Burr.  1887).  Again, 
where  a  person,  having  purchased  goods  which  are  subject 
to  a  lien,  obtains  delivery  of  them  upon  a  verbal  promise  to 
pay  ofiF  the  lien  (Fitgerald  v.  Dressier,  supra). 

These  cases  seem  really  to  be  original  contracts — inde- 
pendent of  the  other  person's  liability — because  had  the 
creditor  obtained  such  an  undertaking  it  is  fair  to  presume 
that  the  promisor  would  never  have  had  his  request  granted. 

«•  Del  credere  "  cases  are  those  in  which  an  agent  becomes 
answerable  for  the  credit  of  persons  introduced  by  him  to 


his  principal  (see  Couturier  v.  Hastie,  8  Ex.  40;  and  Sutton 
V.  Gray,  1894,  i  Q-^-  285). 

With  reference  to  these  two  classes  of  cases,  Vaughan- 
Williams,  L.J.,  in  Harburg  India  Rubber  Co.  v.  Martin, 
lays  down  a  general  rule  of  great  importance,  viz  :  ••  Whether 
"  you  look  at  '  property '  cases  or  '  del  credere  '  cases  it  seems 
"  to  me  that  in  each  of  them  the  conclusion  arrived  at  was 
"  that  the  contract  in  question  did  not  fall  within  the  action 
"because  of  the  object  of  the  contract.  In  each  of  those 
"cases  there  was  in  truth  a  main  contract — a  larger  con - 
"  tract— and  the  obligation  to  pay  the  debt  of  another  was 
"  merely  an  incident  of  the  larger  contract.  As  I  understand 
"  those  cases,  it  is  not  a  question  of  motive— it  is  a  question 
"  of  object.  You  must  find  what  it  was  that  the  parties 
"  were  in  fact  dealing  about.  What  was  the  subject-matter 
"  of  the  contract  ?  If  the  subject-matter  of  the  contract  was 
"  the  purchase  of  property,  the  relief  of  property  from  a 
"  liability,  the  getting  rid  of  encumbrances,  the  securing 
"  greater  diligence  in  the  performance  of  the  duty  of  a 
"  factor,  or  the  introduction  of  business  into  a  stockbroker's 
"  office :  in  all  those  cases  there  was  a  larger  matter  which 
"  was  the  object  of  the  contract.  That  being  the  object  of 
••  the  contract,  the  mere  fact  that,  as  incident  to  it— not  the 
"  immediate  object,  but  indirectly — the  debt  of  another  to 
"  a  third  person  will  be  paid,  does  not  bring  the  case  within 
"  the  section.  This  definition,  or  rule  for  ascertaining  the 
"  kind  of  cases  outside  the  section,  covers  both  •  property' 
"cases  and  *del  credere'  cases."  And  again:  "So  far 
"  as  I  can  see,  the  authorities  have  left  us  with  a  general 
"  rule  (as  above),  and  each  of  these  two  classes  falls  within 
"  that  general  rule." 

Applying  that  rule,  one  must  see  whether  any  larger  con- 
tract can  be  found ;  if  not,  the  promise  will  be  a  guarantee, 
otherwise  an  indemnity. 

It  is,  however,  necessary  to  bear  in  mind  cases  such  as 
Guild  6-  Co.  V.  Conrad  {1894,  2  Q.B.  885),  where  the  defen- 
dant promised  verbally  to  provide  the  plaintiff  with  funds  to 
meet  certain  bills,  if  he  (the  plaintifif)  would  accept  them. 
Such  an  agreement  is,  in  fact,  an  original  one  to  indemnify 
the  plaintiff,  for,  as  Davey,  L.J.,  in  his  judgment  therein, 
said  :  "  In  my  opinion  there  is  a  plain  distinction  between 
"  a  promise  to  pay  the  creditor  if  the  principal  debtor  makes 
"  default,  and  a  promise  to  keep  a  person  who  has,  or  is 
"about  to  enter  into  a  contract  of  liability  indemnified 
"  against  that  liability  independently  of  the  question  whether 
"a  third  person  makes  default  or  not."  Further,  applying 
the  above  rule,  what  was  the  object  of  the  promisor  ?  Surely 
it  was  to  obtain  the  acceptance  of  the  bills. 

There  is  yet  another  class  of  cases  that  one  meets  with, 
where  the  agreement  really  amounts  to  a  sale  either  of  a 
security  for  a  debt  or  the  debt  itself  by  the  creditor  to  the 
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promisor,  when  the  promise  is  not  one  within  the  statute. 
For  example :  — 

The  plaintifl  had  a  lien  on  certain  policies  effected  for  bis 
principal,  for  whom  he  had  given  acceptances.  The  defen- 
dant promised  to  meet  such  acceptance  in  consideration  of  the 
plaintiff  handing  him  the  policies  {Castling  v.  Auhert,  2  East 

Again,  a  person  being  insolvent,  a  verbal  agreement  was 
made  between  some  of  his  creditors  and  the  defendant,  where- 
by the  latter  agreed  to  pay  the  creditors  los.  in  the  pound  in 
satisfaction.  This  they  agreed  to  accept  and  assign  their 
debts  to  the  defendant  (AnsUy  v.  Mardin,  i  N.R.  124). 

The  above  cases  contain  the  various  rules  to  be  applied  in 
order  to  come  to  the  conclusion  whether  a  particular 
promise  is  within  the  statute  or  not ;  often  it  will  be  found  to 
£all  under  more  than  one  of  the  rules — for  example,  Williams 
V.  Leper  (supra),  which  may  be  shortly  summarised  thus:— 

(i)  The  promise  must  be  made  to  the  creditor. 

(2)  **  The  other  person  "  must  remain  or  become  subse- 
quently liable  to  the  promisee  or  creditor. 

(3)  There  must  be  no  liability  on  the  part  of  the  promisor 
in  respect  of  the  original  contract. 

(4)  The  main  and  immediate  object  of  the  agreement 
must  be  the  payment  of  a  debt  or  fulfilment  of  a 
duty  by  a  third  person. 

(5)  The  transaction  must  not  in  reality  amount  to  a  sale 
by  the  creditor  to  the  promisor. 

Rights  and  Liabilities, 
A  guarantee  or  indemnity  is  construed  presumptively  to 
be  commensurate  with  the  matter  guaranteed  or  indemnified, 
but  limited  by  the  terms  of  the  agreement.  It  may  be  in 
respect  of  one  transaction,  a  certain  amount,  or  credits  and 
debts  contracted  from  time  to  time,  but  in  all  cases  the 
'liability  will  be  limited  to  the  amount  of  damage  sustained 
or  the  amount  as  fixed. 

Therefore,  a  guarantee  of  a  certain  debt,  or  of  a  person 
in  the  performance  of  an  office  or  duty,  cannot  be  revoked 
by  the  promisor  during  his  life,  nor  does  his  death  determine 
it,  because  the  consideration  has  been  given  once  for  all ; 
but  in  case  of  default  by  the  party  guaranteed  the  promisor 
may  give  notice  to  the  creditor,  and  so  preclude  him  in 
equity  from  dealing  further  at  the  surety's  risk  (see  Burgess 
V.  Eve.  L.R.  13  Eq.  458). 

Questions  often  arise  whether  a  guarantee  is  a  continuing 
one  or  not,  especially  in  cases  where  a  certain  amount  is 
guaranteed.  The  difficulty  being  as  to  whether  the 
guarantee  is  to  be  until  the  amount  has  been  reached,  or 
whether  it  is  to  continue  until  recalled  and  the  promisor  to 
be  liable  on  the  balance  of  the  account.    No  definite  rules 


can  be  laid  down,  though  the  tendency  is  to  consider  them 
continuing  until  revoked.  The  only  way  of  coming  to  a 
decision  is  to  consider  the  written  agreement,  the  circum- 
stances of  the  case,  and  see  what  was  the  real  intention  of 
the  parties,  and  for  this  purpose  extrinsic  evidence  will  be 
admitted  (Wood  v,  Priestnor^  L.R.  2  Ex.  282). 

In  cases  of  joint  promisors,  any  one  of  them  is  liable  to 
pay  the  whole  amount,  unless  the  terms  of  the  guarantee 
provide  otherwise,  but  he  will  have  certain  rights,  as  will  be 
noticed  hereafter.  Tlie  promisor  cannot  insist  upon  the 
creditor  suing  the  debtor  before  calling  upon  him. 

Defence.— The  defence  that  the  agreement  was  not  in 
writing  is  a  statutory  defence,  and  therefore  must  be 
specially  pleaded. 

Rights  of  Promisors. 

Guarantees  are  in  effect  contracts  of  insurance  as  to  the 
honesty,  solvency,  or  capacity  of  a  person  with  respect  to 
some  employment,  debt,  or  transaction.  But  the  non- 
disclosure of  material  facts  is  not  so  serious  as  in  other 
contracts  of  insurance  (uberrima  fidei)  (Railton  v.  Mathews,  10 
A.  &  F.  935  ;  North  British  Insurance  Company  v.  Lloydy  10 
Ex.  523) ;  Seaton  v,  Burnand^  1900,  Ap.  Cas.  135).  In 
guarantees,  the  avoidance  on  the  ground  of  non-disclosure 
depends  in  each  case  whether,  having  regard  to  the  nature 
of  the  transaction  and  relation  of  the  parties,  the  fact  not 
disclosed  is  impliedly  represented  not  to  exist  (Phillips  v. 
Foxall,  L.R.  7,  Q.B.  679).  The  promisor  is  entitled  to  know 
such  arrangements  or  relations  as  exist  between  the  creditor 
and  debtor  as  may  make  his  position  different  to  what  he 
reasonably  expected  (Hamilton  v.  Watson,  12  A.  &  F.  934). 
If  there  be  such  non-disclosure  the  guarantor  has  a  right  to 
avoid  the  agreement.    For  example  :— 

A  bank  taking  a  guarantee  for  a  customer's  account 
without  disclosing  that  it  was  already  overdrawn.  No 
ground  for  avoidance.  It  might  be  reasonably  supposed 
such  was  the  case,  as  otherwise  no  guarantee  would  have 
been  required  (Hamilton  v,  Watson,  12  A.  &  F.  934).  A 
person  taking  a  guarantee  for  continuing  a  servant  in  his 
employ  and  not  disclosing  previous  misconduct  while  in  his 
employment.  That  implies  trustworthiness  on  the  part  of 
the  servant,  and  would  be  ground  for  avoidance  (Smith  v. 
Bank  of  Scotland,  i  Dow  272). 

A  guarantee  given  for  a  certain  sum  to  be  then  advanced, 
but  a  large  part  of  it  was  retained  by  the  creditor  in  pay- 
ment of  a  prior  debt,  was  held  to  be  ground  for  avoidance 
(Stone  V,  Compton,  5  Bing.  N.C.  142). 

Guarantees  may  be  given  upon  the  express  condition  that 
full  disclosure  shall  be  made  as  in  other  contracts  of 
insurance,  in  which  case  any  misrepresentation  or  non -dis- 
closure, independent  of  fraud,  avoids  the  guarantee. 
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Rights  against  the  Creditor. 
The  promisor  is  entitled  to  be  placed  in  the  same  position 
as  the  creditor  consequently  to  all  judgments,  securities 
given  by  the  debtor,  and  other  rights  obtained  by  the 
creditor.  He  need  not  have  known  of  them  at  the  time  of 
contracting,  and  they  will  include  securities  acquired  .by  the 
creditor  since  the  date  of  contract. 

By  the  Mercantile  Law  Amendment  Act,  1856,  Section  5  : 
"  Every  person  who,  being  a  surety  for  the  debt  or  duty  of 
"  another,  or,  being  liable  with  another  for  any  debt  or  duty, 
"  shall  pay  such  debt  or  perform  such  duty,  shall  be  entitled 
*'  to  have  assigned  to  him  or  to  a  trustee  for  him,  every 
"  judgment,  specialty,  or  other  security,  which  shall  be  held 
"  by  the  creditor  in  respect  of  such  debt  or  duty  whether 
"  the  judgment,  specialty,  or  other  security  shall  or  shall  not 
*'  be  deemed  in  law  to  have  been  satisfied  by  the  payment 
"  of  the  debt  or  performance  of  the  duty,  and  such  person 
'*  shall  be  entitled  to  stand  in  the  place  of  the  creditor  and 
**  to  use  all  the  remedies,  and,  if  need  be,  and  upon  a  proper 
**  indemnity,  to  use  the  name  of  the  creditor  in  any  action 
*•  or  other  proceeding  at  law  or  in  equity,  in  order  to  obtain 
"  from  the  principal  debtor  or  any  co-surety,  co-contractor, 
'*  or  co-debtor,  as  the  case  may  be,  indemnification  for  the 
**  advances  made  and  loss  sustained  by  the  person  who  shall 
"  have  so  paid  such  debt  or  performed  such  duty ;  and  such 
*'  payment  or  performance  so  made  by  such  surety  shall  not 
**  be  pleadable  in  bar  of  any  such  action  or  other  proceeding 
•'  by  him  :  Provided  always  that  no  co-surety,  co-contractor, 
••or  co-debtor  shall  be  entitled  to  recover  from  any  other 
•'  co-surety,  co-contractor,  or  co-debtor  by  the  means  afore- 
**  said  more  than  the  just  proportion  to  which,  as  between 
*'  those  parties  themselves,  such  last-mentioned  person  shall 
•*  be  justly  liable." 

Any  securities  obtained  by  a  co-surety  from  the  debtor 
will  be  for  benefit  of  all  the  sureties  (Steel  v.  Dixon,  L.R.  17, 
CD.  825). 

The  promisor,  upon  paying  the  debt  and  giving  an 
indemnity  for  costs,  is  entitled  to  sue  the  debtor  and  enforce 
all  securities  against  him  in  the  right  and  name  of  the 
creditor  (Padwick  v.  Stanley,  9  Hare  628). 

The  promisor  is  entitled  to  any  priority  that  the  creditor 
had  (In  re  Churchill,  L.R.  39,  Ch.D.  174). 

If  the  guarantee  is  for  part  of  the  debt  only,  the  promisor 
will  only  have  partial  rights  to  any  securities,  including  the 
right  to  prove  in  the  bankruptcy  of  the  debtor  for  the  same 
(Hohson  V.  Bass,  L.R.  6,  Ch.  792),  unless  he  has  expressly 
agreed  to  allow  the  creditor  to  prove  for  the  whole  amount. 
Since  the  promisor  is  entitled  to  the  securities  of  the 
creditor,  it  is  the  latter's  duty  to  keep  the  securities  intact 
(Forbes  v.  Jackson,  19  Ch.D.  615). 


Therefore  it  the  creditor  releases,  or  loses,  or  depreciates 
any  remedies  or  securities  to  which  the  promisor  upon  pay- 
ment would  be  entitled,  the  latter  is  discharged  to  the  amount 
by  which  the  same  are  lost  or  depreciated  (Tayhr  r.  Ntv 
South  Wales  Bank,  L.R.  11,  App.  Cas  596).  But  if  the  debtor 
becomes  bankrupt  the  creditor  may,  since  the  bankruptcy 
laws  allow  it,  elect  to  surrender  his  security  and  prove  for 
the  full  debt  without  releasing  the  promisor  (Rainhou^  v. 
pggins,  5  Q.B.D.  138). 

But  allowing  the  statute  limitations  to  run  is  no  discharge 
of  the  promisor,  because  he  could  have  paid  ofif  the  debt  and 
sued  the  debtor  (Carter  v.  White,  L.R.  25,  Ch.D.  (366). 

Rights  against  Principal  Debtor. 

The  promisor  when  called  upon  to  pay  all  or  any  part  of 

the  debt  is  entitled  to  an  indemnity  in  full  from  the  principal 

debtor,  and  that  includes  interest,  otherwise  he  would  not  be 

completely  indemnified  (Petriev,  Duncombe,  20  L.J.,  Q.B.  242). 

The  promisor  for  his  own  protection,  especially  as  to  costs, 
should,  when  called  upon  to  pay,  give  notice  of  the  claim  to 
the  debtor  and  allow  him  to  admit  or  defend  the  same,  so 
that  questions  may  not  afterwards  arise  whether  the  claim 
was  properly  admitted  or  defended  and  thereby  rendering 
him  liable  for  costs  (Duffield  v,  Scott,  3  T.R.  377  ;  Parker  p. 
Lewis,  L.R.  8,  Ch.  1058). 

The  promisor  has  also  the  right  of  enforcing  the  secu- 
rities given  by  the  debtor  to  the  creditor,  as  stated  above 
(see  Rights  against  Creditor). 

Rights  against  Co-promisors. 
Where  several  persons  are  co-promisors  for  the  same  debt 
and  any  one  of  them  is  called  upon  to  pay  more  than  his 
share,  he  has  the  right  to  contribution  from  the  others  pro- 
portionately to  the  amounts  for  which  each  is  surety  (Dering 
V.  Winchilsea,  i  Cox  318) ;  but  he  has  no  claim  until  he  has 
paid  more  than  his  share,  unless  it  operates  in  discharge  of 
the  whole  debt,  leaving  no  farther  liability  upon  the 
promisors.  If  one  of  them  becomes  bankrupt,  or  is  unable  to 
pay,  the  contribution  of  the  others  will  be  increased  accord- 
ingly (Lowev.  Dixon,  L.R.  16,  Q.B.D.  458  ;  ElUsmere  Brewery 
Co.  V.  Cooper,  1896,  i  Q.B.  75). 

Any  securities  held  by  any  co-promisor  and  taken  from  the 
debtor  in  respect  of  the  undertaking  are  to  be  treated  as  for 
the  benefit  of  all  (Steele  v.  Dixon,  L.R.  17,  Ch.D.  825). 

(See  Mercantile  Law  Amendment  Act,  1856,  Section  5, 
supra). 

Upon  the  death  of  a  co-promisor,  his  estate  would  be 
liable  for  contribution — but  in  cases  of  continuing  guarantees 
the  liability  may  be  varied  (see  later,  under  Dischaige). 

Discharge  of  Promisor, 
A  promisor  is  entitled    to   discharge    upon  any  of  the 
grounds  that  suffice  to  terminate  contracts  in  general— r^., 
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agreement,  payment,  fraud,  alteration  of  the  written  instru- 
ment, failure  of  consideration.  &c.,  but  there  are  some  that 
are  peculiar  to  guarantees. 

Effect  of  New  Agreement.— K  new  agreement  with  the 
debtor  in  variation  or  discharge  of  a  former  agreement 
operates  as  a  discharge  of  a  surety  who  has  guaranteed 
it.  The  new  agreement  does  not  affect  him,  unless  he 
consents  to  continue  surety  for  it  {Nash  v.  Armstrong,  10  C.B., 
N.S.  259).  For  example,  enlarging  time  for  payment,  dis- 
pensing with  any  securities  stipulated  tor  in  the  contract, 
material  alteration  m  the  office  or  duties  guaranteed. 

It  is  not,  however,  that  every  alteration  will  discharge 
the  surety,  because  it  might  be  quite  unsubstantial  or 
beneficial  to  the  surety,  but  in  such  cases  the  variation 
must  be  self-evident  that  it  is  not  material  or  prejudicial 
to  the  surety ;  if  it  is  not  self-evident,  the  surety  is  the  sole 
judge  whether  he  will  remain  liable  [Holme  v.  Brunskill, 
L.R.3.  Q.B.D.495). 

The  discharge  will  not  take  effect  in  the  following  cases : — 

(i) — (i.)  Where  the  creditor  gives  time  to  the  debtor  and 
expressly  reserves  his  right  against  the  surety. 

(ii.)  If  the  giving  of  time  does  not  interfere  with 
the  surety's  remedies.  This  is  on  the  grounds  that  it 
shows  no  intention  to  discharge  the  surety,  and  since 
the  debtor  consents  to  the  reservation,  the  surety  has 
recourse  against  him,  and  therefore  may  pay  off  the 
creditor  and  enforce  the  rights  against  the  debtor 
(Kearsley  v.  Cole,  16  M.  &  W.  128). 

(2)  The  absolute  discharge  of  the  debtor  is  the  discharge 
of  the  surety. 

But  a  covenant  not  to  sue  the  debtor,  with  reserva- 
tion against  the  surety,  will  not  release  the  latter 
(Price  V.  Barker,  4  E.  &  B.  706). 

(3)  In  case  of  the  negligence  of  the  creditor  in  his  deal- 
ings with  the  debtor,  or  misuse  or  loss  of  securities 
held  by  him  for  his  claim,  which  cause  detriment  to 
the  surety,  will  cause  the  discharge  of  the  surety  to 
the  extent  of  the  loss  occasioned  as  above  (see  Mayor 
of  Durham  v.  Fowler,  22  Q.B.D.  394 ;  also  Carter  v. 
White,  25  Ch.D.  670). 

(4)  Where  the  creditor  accepts  a  new  security  from  the 
debtor  in  place  of  the  original  security,  or  of  such 
kind  that  operates  as  a  merger  of  the  old  security  (see 
BoaUr  v.  Mayor,  19  C.B  ,  N.S.  76). 

(5)  If  the  surety  has  entered  upon  the  undertaking  on  the 
faith  that  some  other  person  or  persons  shall  also 
enter  into  the  undertaking,  but  such  person  or  persons 
refuses  or  refuse  to  or  does  or  do  not  enter  into  the 
undertaking,  the  person  who  has  entered  upon  the 
undertaking  is  entitled  to  be  discharged  (see  Ward 


V.  National  Bank  of  New  Zealand,   8  Ap.  Cas.  755 ; 
Ellesmere  Brewery  Co.  v.  Cooper,  1886,  i  Q.B.  75). 

(6)  By  the  Partnership  Act,  1890,  Section  18,  a  con- 
tinuing guarantee  given  either  to  a  firm  or  a  third 
person  in  respect  of  the  transactions  of  a  firm  is,  in 
the  absence  of  any  agreement  to  the  contrary,  revoked 
as  to  future  transactions  by  any  change  in  the  consti- 
tution of  the  firm  to  which,  or  of  the  firm  in  respect 
of  the  transactions  of  which,  the  guarantee  was  given. 

(7)  Neither  the  discharge  in  bankruptcy  nor  the  accept- 
ance of  an  arrangement  by  the  creditors  of  the  debtor 
will  discharge  the  sureties  (see  Bankruptcy  Act,  1883. 
s.  30  (4) ;  Bankruptcy  Act,  1890.  s.  3). 

(8)  If  the  guarantee  be  a  continuing  one  and  the  con- 
sideration be  divisible,  the  surety  may  by  notice 
revoke  the  guarantee  at  any  time  -  except  as  to  past 
transactions — unless  a  certain  time  of  notice  is 
expressly  stipulated  (Offord  v.  Davies,  12  C.B.,  N.S. 

748). 

(9)  Death  of  the  surety  will  revoke  a  continuing 
guarantes  if  the  consideration  be  divisible,  and  his 
estate  will  not  be  liable  for  transactions  subsequent 
to,  and  with  notice  of,  the  death  [Coulthart  v. 
Clementson,  L.R.  5,  Q.B.D.  42).  But  the  death  of  one 
co-surety  does  not  affect  the  liability  of  the  others 
(Beckett  V.  Addyman,  L.R.  9,  Q.B.D.  783). 

In  re  Cran  (1902,  i  Ch.  733)  decided  that  if  notice  has  to 
be  given  to  revoke  a  continuing  guarantee,  knowledge  of  the 
surety's  death  is  not  sufficient. 

Statute  of  Limitations, 
The  right  of  action  against  a  promisor  accrues  and  the 
statute  begins  to  run  immediately  upon  default  of  the 
debtor,  time  not  being  postponed  by  reason  of  disputes 
arising  between  the  debtor  and  creditor  (Colvin  v.  Buckle, 
8  M.  &  W.  680). 

As  to  co-promisors,  the  right  to  contribution  arises  as  soon 
as  one  of  them  has,  in  fact,  paid  more  than  his  share,  and 
the  statute  runs  from  that  date.  The  right  of  the  promisor 
against  the  debtor  for  money  paid  accrues  at  the  time  he 
pays  the  debt  (Davis  v.  Humphreys,  6  M.  &  W.  153 ;  Re 
Snowdon,  L.R.  17,  Ch.D.  44). 


Xeicester   Society   ot  Cbartered 
Hccountants. 


Tn?:  fifth  annual  meeting  of  the  Society  was  held  at 
Winchester  House,  i  Welford  Road,  Leicester,  on  Friday, 
3otn  March  1906,  at  4.30  p.m.  The  President  of  the  Society 
(^Ir.  J.  A.  Hopps,  F.C.A.)  jjccupied  tj^ecl^ppv^iv]  Aii^re 
WIS  a  fair  attendance 


s,  F.C. A.)  occupied  t|fe^lMdrjxaa(JitJie 
lance  of  members.  O 
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The  following  are  the 

REPORT  AND  ACCOUNTS. 
The  Council  beg  to  present  their  fifth  annual  report. 

The  number  of  members  on  the  roll  of  the  Society  at  the 
31st  December  1905  was  34.  This  is  an  increase  of  four  as 
compared  with  last  year.  Five  new  members  have  been 
elected  during  the  year,  and  the  Society  has  lost  one  through 
death. 

The  Council  desire  to  place  on  record  their  deep  and 
sincere  regret  at  the  death  during  the  year  of  Mr.  T.  A. 
Wykes,  last  year's  President  of  the  Society. 

The  fourth  annual  meeting  of  the  Society  was  held  on 
March  17th  1905,  at  25  Friar  Lane.  After  the  meeting  the 
members  dined  together  at  the  Leicestershire  Club. 

At  the  last  annual  meeting  the  question  of  Compulsory 
Students'  Classes  in  Law  and  Accountancy  was  discussed 
and  finally  referred  back  to  the  Council  to  draw  up  a  scheme 
for  presentation  to  a  special  general  meeting.  A  scheme  was 
eventually  decided  on  and  a  special  general  meeting  was 
called  for  the  2gth  May  1905,  but  as  a  quorum  was  not  pre- 
sent no  decision  was  arrived  at.  It  was  then  thought  best 
that  the  Hon.  Secretary  should  circularise  every  member  of 
the  Society,  enclosing  a  copy  of  the  scheme  and  a  form  of 
assent  thereto.  Replies  were  eventually  received  from 
nearly  all  the  members,  but,  owing  to  a  considerable  differ- 
ence of  opinion  as  to  the  advisability  of  making  the  classes 
compulsory  and  inserting  a  provision  to  that  effect  in  all 
articles  of  clerkship  used  for  the  future  by  members  of  the 
Society,  the  matter  has  necessarily  been  allowed  to  drop. 
At  the  same  time  the  classes  are  being  held  weekly,  and  are 
of  great  assistance  to  the  students.'  A  grant  of  /30  towards 
the  cost  of  the  classes  is  received  from  the  Institute,  and 
the  balance  is  subscribed  by  the  students  themselves. 

The  Council  note  with  satisfaction  that  24  members  of 
this  Society  subscribe  to  the  Chartered  Accountants' 
Benevolent  Association. 


The  following  members  of  the  Council  retire  in  accord- 
ance with  Rule  23,  and  are  not  eligible  for  reflection  at  this 
year's  meeting : — 

Mr.  J.  H.  Baker, 
„    R.  R.  Preston. 

There  is  a  further  vacancy,  as  Mr.  A.  J.  Halford,  who 
was  elected  last  year,  does  not  wish  to  serve. 

The  vacancy  caused  by  the  death  of  Mr.  T.  A.  Wykes 
was  filled  by  the  Council  by  the  election  of  Mr.  A.  H. 
Hampson. 

The  following  is  an  extract  from  a  letter  recently  received 
from  the  Secretary  of  the  Institute : — 

**  Attention  has  been  drawn  on  several  occasions  to 
the  practice  of  some  members  of  the  Institute  of  paying 
for  the  insertion  of  their  names,  or  the  name  of  their 
firm,  in  heavy  or  leaded  type  in  Post  Office  and  Local 
Directories  and  Telephone  Lists.  There  can  be  no 
doubt  that  this  is  a  form  of  advertisement  and.  although 
it  is  more  than  likely  that  it  has  never  occurred  to  the 
persons  in  question  that  it  is  such,  the  Council  are 
anxious  to  put  a  stop  to  it. 

It  is  not  their  wish  to  deal  with  these  cases  as  cases 
of  professional  misconduct  under  the  Charter  and  Bye- 
laws  in  the  first  instance,  as  they  f^el  sure  that  it  is  only 
necessary  to  call  the  members'  attention  to  the  point  in 
order  to  prevent  recurrence." 

The  Council  of  your  Society  hope  that  members  of  the 
Society  will  co-operate  to  put  a  stop  to  the  practice 
alluded  to. 

The  Hon.  Treasurer's  Statement  of  Accounts  for  the  year 
ended  31st  December  1905  (duly  audited)  is  appended 
hereto. 

J.  Alfred  Hopps. 

President  of  the  Council. 
25  Friar  Lane,  Leicester . 
12th  March  1906, 


Dr. 


Balance  Sheet  at  31st  December  1905. 


LiitbiHties 


Aisdi 


£    s    (1        £     s    d 

To  Accumulated  Fund,  as  at  aist  December  1904      iia  19    7  I   By  Cash  at  Bank         

Less  Excess  of  Expenditure  over  Income  I     »   Library  Books— as  at  31st  December  1904   • .       56    o    o 

for  year  1903 i  18    7  1  Additions 380 

III     I     o 

59    8    o 


£111     I    o 


Less  Depreciation  at  90% 


la    8    o 


•  Library  Furniture— as  at  31st  December  1904       30   o   o 
L«»  Depreciation  at  10% 300 

m  Institute  Grant  for  1903 


Cr. 


£    s    d       /    s   d 
30  la   o 


47    o   o 


27    0   o 
690 

£111    1    0 


AtmxoKS  CiiKTii'icATb:— Audited  and 


^rJ  March  1906. 


Di^tte^lJ^^UQgJ:£ 
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Dr. 


Revenue  Account  for  the  year  ended  31st  December  1905. 


Cr. 


£ 

To  Library  Rent  aiid  Expenses 10 

.    Printing,  Stationery,  and  Sundries 13 

»    Grant  to  Students'  Society       10 

»    Depreciation  on  Library :— 

Books  at  20% £12    8    o 

Furniture  at  10% 30 


s    d 


15    8    o 
JC48  II     I 


£    s    ^i 

By  Members' Subscriptions 35    3    o 

„    Institute  Grant  for  Library 690 

„    Students' Society  for  use  of  Library  500 

»    Balance— Excess  of  Expenditure  over  Income  carried  to 

Accumulated  Fund i  18    7 


£48  II    I 


The  Report  of  the  Council  and  the  Hon.  Secretary  and 
Treasurer's  accounts,  as  audited,  were  read  and  adopted. 

The  following  ofl&cers  of  the  Society  were  elected  for  the 
ensuing  year :  — 

President,  Mr.  H.  W.  Wilshere,  F.C.A.  Vice-President, 
Mr.  G.  S.  Bankart,  A.C.A.  Ordinary  members  of  the 
Council,  Messrs.  A.  P.  Carryer,  A.C.A.,  J.  Cherry,  F.C.A., 
A.  B.  Wykes,  F.C.A.,  and  A.  H.  Hampson,  A.C.A.  Hon. 
Secretary  and  Treasurer,  Mr.  D.  M.  Gimson,  A.C.A.  Hon. 
Auditor,  Mr.  ¥.  W.  Preston,  A.C.A.  Hon.  Librarian, 
Mr.  S.  R.  Wilby,  A.C.A. 

The  meeting  closed  with  a  vote  of  thanks  to  the  retiring 
officers. 


«eviews* 


The  annual  dinner  of  the  Society  was  held  in  the  even- 
ing at  the  Leicestershire  Club,  Leicester.  Mr.  H.  W. 
Wilshere,  F.C.A.,  presided,  and  was  supported  by  the 
Hon.  Geo.  Colville  (Secretary  of  the  Institute),  Messrs. 
S.  P.  Derbyshire,  F'.C.A.  (President  of  the  Nottingham 
Society  of  Chartered  Accountants),  W.  R.  Hamilton, 
F.C.A.  (Hon.  Secretary  of  the  Nottingham  Society  ol 
Chartered  Accoimtants),  C.  K.  Whitmore  (President  of  the 
Iveicester  Chamber  of  Commerce),  R.  Harvey  (President 
of  the  Leicester  Law  Society),  W.  Penn-Lewis  (Borough 
Treasurer),  M.  W.  Jenkinson,  A.C.A.,  E.  Huntsman,  W. 
Langley,  G.  E.  Newill,  B.  S.  Baldwin,  and  the  following 
members  of  the  Society: — ^J.  H.  Baker,  A.C.A.,  F.  W. 
Boothroyd,  A.C.A.,  P.  A.  Bates,  A.C.A.,  C.  H.  Bolton, 
A.C.A.,  G.  S.  Bankart,  A.C.A.,  W.  H.  Chamberlin, 
A.C.A.,  D.  M.  Gimson,  A.C.A.,  J.  A.  Hopps,  F.C.A., 
D.  McAlpin,  A.C.A.,  C.  H.  Spencer,  A.C.A.,  A.  E.  War- 
burton,  A.C.A.,  and  S.  R.  Wilby,  A.C.A. 

The  toast  erf  **  The  King "  having  been  proposed  and 
loyally  honoured, 

The  Chairman  proposed  "The  Institute  of  Chartered 
Accountants,"  and  associated  the  name  of  the  Hon.  George 
Colville  with  the  toast. 

Mr.  J.  A.  Hopps  proposed  "the  Visitors,"  and  Messrs. 
R.  Harvey,  W.  R.  Hamilton,  and  S.  P.  Derbyshire  having 
replied,  the  business  of  the  meeting  was  concluded. 

Ao  excellent  programme  of  music  was  afterwards  much 
enjoyed. 


Grey's  Scale  for  converting;  Pounds,  Quarters,  and 
Cwts.  to  Decimals  of  a  Ton. 


London,  1906:    Van  Neck  &  Co.,   72  Buckingham  Gate, 
Westminster,  S.W.    Price  2s. 

This  scale  consists  of  a  cardboard  slide  rule  very  ingeni- 
ously arranged,  so  that  in  a  single  operation  any  fraction 
of  a  ton  expressed  in  cwts.,  quarters,  and  pounds  may  be  at 
once  converted  into  decimals  of  a  ton.  In  addition  to  being 
found  of  value  to  engineers  and  shippers,  it  will  no  doubt 
prove  useful  upon  occasion  to  accountants  and  others. 
Doubtless,  also,  it  may  suggest  how  other  special  calculations 
.  may  be  readily  resolved  by  the  preparation  of  such  slide 
rules,  which  can  be  inexpensively  constructed.  Upon  the 
back  are  tables  showing  ounces  and  half-ounces  expressed 
as  decimals  of  a  ton.  and  quarters  and  pounds  expressed  as 
decimals  of  a  cwt. 


Principles  of  the  Law  of  Partnership. 


By  Arthur  Underhill,  M.A.,    LL.D.,  Barrister-at-Law. 


London,  1906:    Butterworth  &   Co.,  11   &  12    Bell  Yard, 
Temple  Bar.     2nd  Edition.     Price  53. 

The  volume  now  before  us  makes  no  pretence  to  being  a 
text-book  on  the  law  relating  to  Partnerships,  but  rather 
at  providing  a  general  sketch  of  the  salient  features  attaching 
to  that  interesting  branch  of  the  law,  and  as  such  it  will 
probably  prove  of  especial  value  to  the  accountant  student, 
whose  requirements  are  rather  in  the  nature  of  agcod  broad 
outline  than  the  minutiae  of  detailed  shading.  The  work  is 
divided  into  six  chapters,  dealing  with  the  essential  elements 
of  partnership,  creation  of  a  partnership,  relation  of  partners 
to  persons  dealing  with  them,  the  relation  of  partners  to 
one  another,  the  dissolution  of  the  firm,  and  the  insolvency 
of  all  or  some  of  the  partners ;  to  which  is  added,  as  an 
Appendix,  the  text  of  the  Partnership  Act,  1890.  The  2nd 
Edition  has  been  brought  thoroughly  up  to  date,  and  will  be 
found  intfr  alia  to  deal  with  the  effect  of  the  decision  in 
Gamer  v.  Murray  ;  concerning  which  it  is  stated  that  all  that 
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the  rule  means  is  that  there  is  no  necessary  connection 
between  the  proportion  in  which  capital  is  contributed  and 
that  of  profit  and  loss,  and  that  therefore,  primd  facte, 
partners  share  profits  and  bear  losses  equally,  notwith- 
standing that  the  capital  contributed  by  each  may  not  be 
equal.  From  the  point  of  view  of  an  accountant  this  can, 
perhaps,  hardly  be  said  to  exhaust  the  whole  subject,  but  it 
seems  to  us  that  the  effect  of  the  decision  in  Garner  v,  Murray 
is  not  nearly  so  wide  as  has  been  supposed  in  certain 
quarters. 


Ube  Cbartered  accountants'  (Bolt  Club. 


Singles  Tournament. 


E.  Cooper  walked  over ;  D.  Hill,  Junr.,  scratched. 

S.  Cronk  beat  J.  W.  Barber  by  i  up. 

H.  Wingfield  beat  D.  D.  Robertson  by  i  up. 

G.  Dixey  beat  G.  M.  Gilbert. 

T.  G.  Mellors  walked  over ;  H.  M.  Smith  scratched. 

S.  C.  Leonard  beat  C.  F.  Burton. 

H.  W.  D.  Soper  beat  H.  F.  Turner  by  5  and  4. 

T.  M.  Till  beat  F.  W.  Pixley. 

The  Final  will  be  played  on  May  3rd — not  May  6th,  as  stated 
on  the  draw — at  Northwood,  by  kind  permission  of  the 
Northwood  Golf  Club. 

A  match  will  be  played  against  the  London  Solicitors' 
Golfing  Society  on  Wednesday,  the  gth  May  next,  at 
Richmond,  by  kind  permission  of  the  Mid-Surrey  Golf  Club. 


ObcctlnQB  for  tbe  ensuing  Wicclt. 

Wednesday — London  Chartered  Accountant  Students 
Society. — Twenty- third  Annual  General  Meeting, 
at  the  Hall  of  the  Institute,  Moorgate  Place ;  5.30 
p.m. 
Kingston  -  upon  -  Hull  Chartered  Accountants 
Students'  Society. — Reading  of  the  President's 
Prize  Essays,  at  the  Hall  of  the  Incorporated  Law 
Society,  Bowlalley  Lane ;  7.45  p.m. 


TRIlitbout  prejubice. 


(FTom  The  Solicitors^  Journal.) 
Familiar  as  the  above  words  must  be  to  every  member 
of  the  legal  profession,  it  may  yet  be  doubted  whether  there 
generally  exists  a  true  appreciation  of  the  consequences 
that  attach  to  the  use  of  them.  When  regard  is  had  to  the 
constant  recurrence  of  the  phrase  in  everyday  practice 


(especially  in  a  correspondence  concerning  some  proposed 
compromise  of  matters  in  dispute  between  opposing 
parties,  whether  prior  to  or  during  the  subsistence  of  liti- 
gation), the  desirability  of  an  accurate  knowledge  of  the 
effects  produced  becomes  apparent.  The  vrriter  has 
accordingly  endeavoured  to  collect,  as  far  as  possible,  all 
the  reported  cases  in  which  the  phrase  has  been  the  subject 
of  judicial  comment  or  decision,  and  it  will  be  seen  that 
there  has  not  been  by  any  means  a  concurrence  of  opinion 
on  the  subject. 

Almost  the  earliest  case  in  which  the  protection  afforded 
by  the  words  "  without  prejudice "  was  discussed  was 
Paddock  V.  Forrester  (3  Scott  N.R.  715),  where  Tindal, 
C.J.,  in  refusing  to  admit  certain  letters  written  "without 
prejudice "  and  submitted  as  evidence  of  a  demand  for 
compensation,  said :  "  It  is  of  great  consequence  that 
"parties  should  be  unfettered  by  correspondence  entered 
"into  upon  the  express  understanding  that  it  is  to  be 
"  'without  prejudice  ' ;  and  it  would  be  hard  indeed  to  hold 
"  that  a  letter  which  is  stated  to  be  written  *  without  pre- 
"  judice  '  is  admissible  in  evidence,  because  the  same  terms 
"are  not  adopted  in  the  reply.  When  used  in  the  letter 
"  containing  the  offer,  the  words  '  without  prejudice  *  must 
"cover  the  whole  correspondence."  Thus  the  principle 
was  laid  down  that  letters  written  "  without  prejudice  " 
must  not  be  used  to  the  damage  of  the  writer,  and  that  a 
reply  to  an  offer  so  couched  is  covered  by  this  protection. 
This  view  was  followed  in  the  case  of  Hogkton  v.  Hoghton 
(15  Beav.  278),  and  again  in  Jones  v,  Foxall  (15  Beav.  396), 
though  it  appeared  in  the  latter  case  that  different  views 
had  at  other  times  prevailed,  if  one  may  judge  from  the 
following  words  of  Romilly,  M.R.  :  "In  my  opinion  such 
"letters  and  offers  are  admissible  for  one  purpose  only — 
"  namely,  to  show  that  an  attempt  has  been  made  to  com- 
"  promise  the  suit,  which  may  sometimes  be  necessary,  as, 
"for  instaiice,  in  order  to  account  for  the  Is^se  of  time, 
"but  never  for  the  purpose  of  fixing  the  person  making 
"  them  with  any  admission  contained  in  such  letters ;  and 
"I  shall  do  all  I  can  to  discourage  this  modern,  and,  as 
"I  think,  most  injurious  practice.'* 

It  was  when  the  question  of  costs  came  to  be  considered 
that  the  saoredness  of  the  privacy  created  by  the  phrasse  to 
which  this  article  relates  was  subject  to  inroad  on  the  part 
of  judicial  authority.  In  Williams  v.  Thomas  (2  Dr.  & 
Sm.  29)  Kindersley,  V.C.,  admitted  a  letter  written  by  the 
defendant's  solicitor  "without  prejudice"  suggesting  a 
compromise,  and  owing  solely  to  the  proposal  so  made, 
the  learned  Judge  ordered  the  plaintiff  to  pay  the  costs. 
"  He  did  not  think  it  at  all  followed  that  if  a  person  wrote 
"  a  letter  *  without  prejudice '  it  was  not  competent  for 
"him  to  use  it,  although  it  could  not  be  used  against  him." 
And  Wood,  V.C,  in  another  case  adopted  the  same  course 
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in  similar  circumstances,  saying  that  "When  a  party  has 
"exhibited  what  he  considers  reasonable  terms  on  a  treaty 
"  *  without  prejudice,'  his  course  is  quite  evident  and  why 
"  he  adopts  it.  It  is  as  if  he  were  to  say  *  I  send  you  a 
"'proposal,  and  expect  your  answer,  and  shall  make  use 
"  *  of  your  answer  with  a  view  to  costs '  "  :  Woodward  v. 
Eastern  Counties  Railway  (i  Jur.  N.S.  899). 

In  this  state  of  the  authorities,  the  matter  came  before 
the  Court  of  Appeal  in  1889,  again  under  exactly  similar 
circumstances  involving  a  question  of  costs,  where 
Huddlestone,  B.,  had  deprived  the  plaintiff  of  costs  after 
reading  letters  written  with  the  same  reservation.  The 
Court  allowed  the  aippeal,  and  the  following  passage  from 
the  judgment  delivered  by  Esher,  M.R.,  is  cited  as  showing 
the  principles  now  laid  down  by  binding  authority  as 
applicable  to  the  case.  "*'  It  is,  I  think,  a  good  rule  to  say 
**  that  nothing  which  is  written  or  said  *  without  prejudice  ' 
**  should  be  looked  at  without  the  consent  of  both  parties, 
"otherwise  the  whole  object  of  the  limitation  would  t)e 
destroyed  '* :  Walker  v.  Wilsher  (23  Q.B.D.  335).  It  may 
be  mentioned  that  Woodward  v.  Eastern  Counties  Railway 
was  not  cited,  and  it  was  wrongly  stated  that  Williams  v. 
Thomas  was  the  only  authority  for  the  admission  of  the 
evidence  in  question. 

Again,  the  question  whether  a  letter  written  '^  without 
prejudice  "  could  be  used  as  an  acknowledgment  to  take  a 
debt  out  of  the  Staitute  of  Limitations  was  decided  in  the 
negative  in  the  first  case  in  point  of  time  in  which  (so  far 
as  the  writer  has  been  able  to  ascertain)  the  phrase  in  ques- 
tion has  been  discussed  :  Cory  v.  Breton  (4  C.  &  P.  462). 
And  the  question  was  similarly  decided  in  Re  River  Steamer 
Co.  (L.R.  6  Ch.  App.  831),  though  Cory  v.  Breton  was  not 
cited. 

A  very  curious  point  with  reference  to  the  use  of  the 
phrase  arose  in  Kurtz  &*  Co.  v.  Spence  6^  Sons  (59  L.J.  Ch. 
2T^)y  which  was  an  action,  under  Section  32  of  the  Patents 
Act,  1883,  in  respect  of  threats  of  action  being  taken  on 
refusal  of  certain  terms  offered  in  letters  and  conversations 
which  contained  the  threats  in  question,  and  were 
expi«ssed  to  be  **  without  prejudice."  Kekewich,  J.,  held 
that,  notwithstanding  this  fact,  such  letters  and  conversa- 
tions were  admissible  as  evidence  of  the  threats.  His  judg- 
ment contains  so  admirable  a  summing  up  of  the  principles 
applicable  that  it  is  ventured  to  set  out  in  extenso  the 
following  passage:  "These  letters  and  these  interviews 
"were  'without  prejudice.*  What  I  understand  by  that — 
■I  shall  x»t  attempt  to  define  the  words  'without  pre- 
*  judice  ' — what  I  understand  by  negotiation  *  without 
•prejudice'  is  this:  The  plaintiff  or  defendant — a  party 
**  litigant — ^may  say  to  his  opponent :  '  Now  you  and  I  are 
* '  likely  to  be  engaged  in  severe  warfare ;  if  that  warfare 
* '  proceeds,  you  understand  that  I  shall  take  every  advan- 


"*tage  of  you  that  the  game  of  war  permits;  you  must 
" '  expect  no  mercy,  and  I  shall  ask  for  none ;  butt,  before 
" '  bloodshed,  let  us  discuss  the  matter  and  let  us  agree  that, 
" '  for  the  purpose  of  this  discussion,  we  will  be  more  or 
" '  less  frank ;  we  will  try  to  come  to  terms,  and  nothing 
"  *•  that  each  of  us  says  shall  ever  be  used  against  the  other 
"  *  so  as  to  interfere  with  our  rights  at  war,  if,  unfortu- 
•"  natedy,  war  results.'  This  is  what  I  understand  to  be 
^the  meaning,  not  the  definition,  of  *  without  prejudice.* 
"  But  if  when  those  parties  meet,  one  of  them  says  to  the 
"other,  '  Now  we  are  going  to  meet  and  discuss  this  with 
"  *  a  view  to  an  amicable  settlement,  but  I  tell  you 
" '  frankly,  with  a  view  to  induce  an  amicable  settlement, 
" '  that  I  do  mean  to  take  legal  proceedings  if  we  cannot 
*"  *  settle ;  I  mean  to  insist  upbn  my  rights  if  unfortunately 
"  *  we  cannot  agree  to  terms  * ;  it  would  be  far  from  conr 
"  sonant  with  justice  if  I  shut  out  that  threat  and  say  that 
"it  is  not  a  threat  within  Section  32,  so  as  to  enable  the 
"person  against  whom  the  threat  is  made  to  bring  an 
"action  to  restrain  the  continuance  of  it.  I  think  that 
"  would  be  stretching  '  without  prejudice '  too  far,  and  in 
"fact  giving  it  a  meaning  which  it  was  never  intended  to 
"bear.** 

Recently  the  Court  had,  in  a  totally  different  connection, 
to  consider  the  effect  of  the  words.  In  the  case  of  Re 
Daintry ;  ex  parte  Holt  (1893,  ^  Q-^.  116)  a  petition  in 
bankruptcy  had  been  presented,  the  act  of  bankruptcy  on 
which  it  was  founded  being  a  notice  by  the  debtor  that  he 
had  suspended,  or  was  about  to  suspend,  payment  of  his 
debts.  This  announcement  was  contained  in  a  letter 
written  *  without  prejudice.*  It  was  urged  that  this  letter 
was  inadmissible  to  prove  the  act  of  bankruptcy,  and  this 
contention  prevailed  before  the  learned  Registrar,  who  dis- 
missed the  petition  for  want  of  proof  of  the  act  alleged. 
On  appeal,  the  Court  reversed  the  Registrar's  decision  on 
the  grounds  shortly  set  out  by  Vaughan  Williams,  L.J., 
who  thus  stated  the  views  of  the  Court :  "In  our  opinion 
"  the  rule  which  excludes  documents  marked  '  without 
"prejudice*  has  no  application  unless  some  person  is  •in 
"dispute  or  negotiation  with  another,  and  terms  are 
"offered  for  the  settlement  of  the  dispute  or  negotia- 
"tion.  .  .  .  Moreover,  we  think  the  rule  has  no  appli- 
"  cation  to  a  document  which  in  its  nature  may  prejudice 
"  the  person  to  whom  it  is  addressed.  ...  It  seems  to 
"us  that  notice  of  an  act  of  bankruptcy  cannot  be  gi\'en 
"  *  without  prejudice,*  because  the  document  in  question  is 
"  one  which  from  its  nature  might  prejudicially  affect  the 
"recipient,  whether  or  not  he  accepted  the  terms  offered 
"thereby.** 

But  whole  the  fullest  effect  possible  will  be  given  to  the 
protection  intended  to  be  created,  yet  this  must  not  be 
carried  to  an  absurdity,  and  there  are  circumstances  in 
which  letters  may,  and  ^wi^l^^b|^yl^^^^^  the 


476 


THE    ACCOUNTANT 


April  14,  1906. 


presence  of  the  words  "without  prejudice."  In  the  course 
of  the  arguments  before  the  Court  of  Appeal  in  Grace  v. 
Baynton  (21  S  J.  631)  James,  L.J.,  took  occasion  to  say  that 
he  thought  he  had  on  several  occasions  expressed  himself 
too  strongly  with  regard  to  impropriety  of  using  against  a 
party  to  a  litigation  leitters  which  had  been  written  by  him 
or  on  his  behalf  "without  prejudice."  He  thought  that 
the  rule  that  such  letters  could  not  be  used  applied  in 
strictness  only  to  letters  written  with  a  view  to  a  com 
promise  or  settlement  of  the  matter  in  dispute.  Such 
letters  could  not  be  used  so  as  to  prejudice  the  right  of  the 
party  on  whose  behalf  they  were  written  to  insist  on  his 
original  demand.  But  if  a  man  chose  to  write  a  letter  say- 
ing "Pay  n^  j^io,  or  I  will  charge  you  with  a  felony,  but 
this  is  without  prejudice,"  there  was  no  reason  why  such  a 
letter  should  not  be  used  against  him. 

The  above  decision  concludes  the  writer's  list  of  cases  in 
point,  with  one  exception,  to  which  referenoe  may  be  made 
for  the  sake  of  completeness.  In  Motley  v.  Cook  (2  Hare, 
115)  it  was  laid  down  that  a  vendor  who  corresponded 
with  a  purchaser  with  a  view  to  meeting  the  latter*s  objec- 
tion to  the  title,  thereby  waived  his,  the  vendor's,  right  to 
rescind  under  the  rescission  clause  as  then  drawn. 
Wigram,  V.C.,  in  his  judgment,  said  that  he  was  not  pre- 
pared to  say  that  a  skilful  practitioiber  might  not  in  all 
cases,  by  the  addition  of  a  few  words  in  his  answer  to 
requisitions  on  title,  such,  for  instance,  as  "without  pre- 
judice," obviate  the  effect  of  the  rule  laid  down. 

Accordingly  the  principles  to  be  deduced  from  the 
authorities  may  be  summed  up  as  follows  :  — 

(i)  That  a  letter,  written  "without  prejudice,"  contain- 
ing an  offer,  must  not  be  looked  at  at  all  to  the  prejudice 
of  the  writer,  so  far  as  the  actual  offer  is  concerned,  but 
not  so  as  to  prevent  the  letter  being  admissible  as  evidence 
in  certain  other  respects  only  incidental  to,  but  not 
actually  coonected  with,  that  offer,  as,  e.g,^  ioi  the  pur- 
poses of  bankruptcy  proceedings. 

(2)  That  when  the  offer  is  expressed  to  be  made  "without 
prejudice,"  the  protection  thereby  afforded  extends  to  the 
reply,  whether  so  expressed  or  not,  and  to  the  whole 
correspondence  concerning  that  compromise. 

(3)  That  letters  covered  by  this  protection  are  not  to  be 
looked  at  without  the  consent  of  both  parties,  or,  in  other 
words,  a  person  may  not,  as  it  has  been  expressed,  and  as 
appears  to  be  often  thought,  "waive  his  own  prejudice." 
If  an  offer  be  made  "  without  prejudice,"  and  the  person  to 
whom  it  is  addressed  refuse  it,  and  in  his  letter  of  refusal 
makes  another  proposal  for  a  compromise,  the  reply  being 
made  without  any  reservation,  it  would  seem  that  this  letter 
would  be  admissible  as  evidence  of  the  counter-proposal, 
but  must  not  be  noticed  so  far  as  the  original  offer  is 
concerned. 


Referenoe  may,  in  conclusion,  be  made  to  the  fact  that  it 
has  become  a  hard  and  fast  rule  (if  experience  in  practice 
counts  for  anything)  with  a  very  large  number  of  prac- 
titioners to  insert  the  words  "without  prejudice"  in  every 
letter  they  write  in  any  way  suggesting  or  referring  to  an 
attempt  to  compromise  a  dispute  in  which  their  clients  are 
concerned,  and  this  however  reasonable  and  proper  may 
be  the  offer  that  is  made  on  their  client's  behalf.  The 
folly  of  such  an  unreasoning  course  only  becomes  apparent 
later  on,  when  the  question  at  issue  comes  on  foe  trial,  and 
it  may  be  important  to  show  that  one  party,  at  any  rate, 
did  all  that  a  reasonable  man  could  do  to  avoid  litigation. 
Doubtless  many  members  of  the  bar  have  had  occasion  to 
say  to  their  clients,  "Why  did  you  write  that  letter 
" '  without  prejudice  '  ?  It  would  have  been  most  useful  if 
"we  could  have  read  it."  Probably  most  fiolicitors  would 
answer  that  their  client  might  be  prejudiced  by  thepublica- 
tion  at  the  trial  of  an  offer  to  take  less  than  his  legal  claim  ; 
but  it  is  ait  least  doubtful  whether  anyone  will  suffer 
damage  through  the  knowledge  of  either  Judge  or  jury  that 
he  has  done  his  best  to  keep  out  of  Court. 


failures  and  Xtlls  ot  Sale  in  £nolan5 
an&  Wales. 


According  to  Kemp*s  Mercantile  Gazette^  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  April  6th,  was  168,  vix. : — 
New  Bankruptcy  Proceedings  published  in  the  London  GautU^ 
79 ;  Deeds  of  Arrangement  registered,  89.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were  : 
Bankruptcies,  118;  Deeds  of  Arrangement,  95— total,  213: 
being  a  decrease  of  45.  The  total  number  of  commercial 
failures  recorded  during  the  14  weeks  of  the  present  year  is 
2,407 ;  the  total  number  recorded  in  the  corresponding  14 
weeks  of  last  year  was  2,655,  showing  a  decrease  of  248. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
April  6th,  was  157.  The  number  in  the  corresponding  week 
of  last  year  was  190,  showing  a  decrease  of  33.  The  total 
number  filed  during  the  14  weeks  of  the  present  year  is 
2.21 1 ;  the  total  number  filed  in  the  corresponding  14  weeks 
of  last  year  was  2,468,  showing  a  decrease  of  257. 


Debentures. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week 
ending  Friday,  April  6th,  amounted  to  ;fi,  130.948.  by  way 
of  addition  to  /745,882,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ;^55 1.459  showing  an  increase  of 
;f 5 79.489.  The  total  amount  registered  during  the  14 
weeks  of  the  present  year  was  /23, 391, 080  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  ;( 23,364,632  for  the  corresponding  14  weeks 
in  1905,  showing  an  increase  of  ;f  26,448. 
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The  Profession  in  Scotland. 


XCbe  Glasdow  Cbartered  accountants 
Stu&ents'  Societr. 


Municipal  Debt  and  Aeeonniing. 


By  T.  Eaton  Robinson,  C.A. 
(City  Registrar,  Glasgow.) 


A  Papbr  read  to  the  members  of  the  above  Society  on 
8lih  February  1906. 

DehU 

The  enoxinous  increase  in  the  indebtedness  of  local 
authorities  during  the  past  twenty  years  has,  mainly  on 
account  of  its  connection  with  what  is  called  municipal 
trading,  aiKl  partly  also  to  increased  local  rates,  caused 
financiers,  bankers,  pressmen,  and  economists  to  devote 
considerable  attention  to  the  subject,  with  the  result  that 
so  mndi  has  already  been  written  on  the  points  involved 
and  the  morals  to  be  deduced  that  I  very  much  fear  I 
have  been  allotted  a  subject  already  done  to  death.  How- 
ever, as  it  has  been  my  official  duty  to  borrow  on  behalf 
of  the  Corporation  of  Glasgow  direct  from  the  public  a 
larger  amount  than  is  administered  by  the  staff  of  any 
other  local  authority  in  the  United  Kingdom,  I  suppose 
your  Secretary  thought  some  of  my  ideas  and  opinions 
might  interest  you.  In  these  days,  when  beautiful  lime- 
light views  add  so  much  to  the  attractiveness  of  a  paper, 
I  cannot  but  feel  regret  that  debt  and  accounting  form  but 
Sony  subjects  for  pictures,  and  your  eyes  would  only  be 
wearied  by  line  upon  line  of  figures  thrown  upon  a  screen. 
If  I  had  sufficient  influence  to  obtain  views  of  some  of  the 
most  interesting  parts  of  the  Bank  of  England  and  the 
Mint»  I  daresay  a  much  mor^  popular  paper  on  Money 
might  be  presented,  and  with  a  judicious  mixture  of 
instmction  and  humour  it  might  rank  with  some  of  the 
most  popular  leotures  of  the  day. 

I  do  not  think  absolutely  reliable  figures  regarding  the 
loan  debt  of  local  authorities  have  yet  been  published. 
Probably  the  most  accurate  figures  have  been  given  from 
time  to  time  in  the  "  Stock  Exchange  Official  Intelligence," 
first  edited  by  Sir  Henry  Burdett,  and  now  by 
Mr.  Torrens-Johnson. 

The  total  local  debt  of  England,  Wales,  and  Scotland  in 

1882-J  was         /i8i,290,766 

and  in  1902-3  it  had  risen  to  . .         . «         . .  427, 179,029 


or  an  increase  in  20  years  of /245, 888,263 

The  bulk  of  this  enormous  increase  was  for  the  purposes 
of  remunerative  undertakings— such  as  Water  Works,  Gas 


Works,  Electricity  Undertakings,  and  Tramways,  and 
this  should  always  be  taken  into  account  when  reasoning 
regarding  the  burden  of  debt. 

It  is  estimated  that  in  1902-3  out  of  ;^427, 179,029, 
;^2 1 3,850,895  represents  remunerative  undertakings  which 
provide  all  initerest  and  sinking  funds  out  of  revenue,  and 
not  out  of  taxes. 

So  much  has  now  been  done  to  improve  the  health  and 
amenities  of  the  counties,  towns,  and  parishes  throughout 
the  Kingdom  that  it  may  reason<ably  be  hoped  and 
expected  debt  during  the  next  ten  years  will  only  increase 
in  the  same  ratio  as  the  gn>wth  of  the  towns  and  populous 
places. 

The  greater  part  of  the  existing  debt  of  local  authorities 
has  been  raised  by  the  issue  of  stock  and  mortgages,  but 
a  large  amount  consists  of  annuities,  debentures,  and 
corporation  bills. 

The  loan  debt  of  the  Corporation  of  Glasgow  has  been 
raised  under  Acts  over  90  in  number,  and  it  amounted  at 
31st  May  last  to  ;f  14,675,910  is.  8d.,  divided  as  follows  :  — 

Remunerative, 

£       s   d         £       8   d 

Gas 1,948,836    6    3 

Do.  (on  temporary  loan) 102,000    o    o 

Electricity 1,206,332    x  10 

Water  2,814,700  19    9 

Markets       140,861    7    3 

Citv  Improvements  Acts,  1866. .        ..    i ,197,539  z?    4 

Telephones 302,93<S  13    4 

Common  Good- 
Tramways     . .        . ,  £1,783,083  13  7 
For  Halls,  Bazaars, 
Ground,  Heritable 
Property,     Feu 
Duties,  &c.,  say  . .      230,382    5  6 

2,013,465  19    I 

9,726,710    4  10 

Unremunerative, 

Police    Departments    (hss    Crosshill 

Sinking  Fund) 2,982,898    z 

Police   Departments   (on  Temporary 

Loan)        X3>ooo    o  o 

Municipal  Buildinn  (Capital)  . .  545 1223    4  2 

Do.      (on  Temporary  Loan)..  5,000    o  o 

Parks  and  Galleries  (Capital)  . .        . .  752,216  xx  10 

City  Improvements  Act,  X897  . .        . .  4^4,468  14  5 

Prison  Payment 11,033  xo    4 

Clyde  Em  oankments 101,971    o  o 

City  of  Glasgow  Act,  1891       . .        . .  37.790    o  o 

PudHc  Libraries 16,048    2  5 

Girgenti  Inebriates'  Home     ..        ..  9,548  X2  2 

4,949.197  16  10 

£14,675,910    1    8 


The  old  city  improvement  debt  is  placed  under  the  head- 
ing "Remunerative,"  because  the  revenue  is  now  meeting 
expenditure  without  the  aid  of  taxation. 

From  this  abstract  it  will  be  seen  that,  for  a  city  of  the 
size  and  importance  of  Glasgow,  only  a  very  reasonable 
amount  is  a  burden  on  the  rates,  and  the  amount  of  our 
debt  compares  favourably  with  that  of  the  large  cities  and 
towns  of  the  Kingdom.  For  example«.>,^KXx>rding^to  the 
I  "Stock  Exchange  Official  Intelligence;,lJxO OQI^ 
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London  County  Council  owes     ..         ..  £^^,620,266 
Do.      for  Loans  to  Local  Authorities 

in  London 8,720,375 

London  (City)  owes         5.993.250 

Liverpool              ,,             I3i793.857 

Manchester          ,,            22,194,976 

Birmingham         ,,             i5.537.924 

Sheffield               „            8,538,202 

Leeds                    ,,            11.933.838 

and,  as  regards  these  cites,  corresponding  remunerative 
undertakings  to  those  possessed  by  Glasgow  are  not  in 
oveiy  case  own«d  by  the  municipality.  In  estimating  the 
burden  of  debt,  whether  moderate  or  excessive,  the  most 
important  point  to  note  is  the  proportion  which  is 
remunerative  or  reproductive,  and  the  amount  and  nature 
of  the  corporate  assets.  It  is  estimated  that  the  assets  of 
the  Corporation  of  Glasgow,  after  deducting  all  liabilities 
other  than  loan  debt,  amount  to  ^£"19,350,000.  With  the 
exception  of  the  conunon  good,  the  loan  debt  of  Glasgow 
has  the  advantage  of  being  secured  on  the  consolidated 
rates  and  property  of  the  city,  with  an  unlimited  guarantee 
rate  to  provide  for  the  unlikely  contingency  of  default  on 
the  part  of  any  department  to  make  the  statutory  contribu- 
tions to  the  Loans  Fund  for  Interest  and  Sinking  Fund. 
Stocks  bearing  interest  at  3^^,  3^^,  3,  and  2%  per  cent, 
have  been  issued  since  1884,  and  mortgages  for  periods  of 
years  are  current  at  interest  varying  from  3^  to  3  per  cent. 
Annuities  were  created  many  years  ago  to  provide  for  the 
purchase-prices  of  the  water  and  gas  undertakings,  but 
the  amount,  which  can  be  bought  on  the  market,  is  much 
reduced  owing  to  conversions  and  purchases  by  the  cor- 
poration. The  average  rate  of  interest  last  year  was  a 
fraction  under  3  per  cent.,  but  heavy  stamp  duties,  and  the 
expenses  of  borrowing  and  management,  raised  the  over- 
head rate  charged  to  the  departments  to  3^  per  cent.  I 
think  you  will  admit  this  is  a  surprisingly  low  rate  for 
these  times. 

The  disturbance  of  the  money  market  which  accom- 
panied the  South  African  War,  and  has  more  or  less  pre- 
vailed to  the  present  time,  was  accentuated  by  the  Russo- 
Japanese  War,  and  subsequeat  events.  As  a  natural 
resuk  prices  of  Consols  and  all  gilt-edged  stocks  fell,  and 
the  value  o^  money  rose  to  an  extent  which  embarrassed 
somewhat  those  municipalities  and  local  authorities  whose 
obligations  compelled  them  to  issue  stock.  Many  munici- 
palities, including  Glasgow,  preferred  to  borrow  on 
mortgages  for  short  periods  of  years  rather  than  issue  3 
per  cent,  stock  at  a  large  discount,  and  they  also  availed 
themselves,  with  the  best  results,  of  their  powers  to 
borrow  by  the  issue  of  bills  or  promisscHry  notes.  Tem- 
porary loans  also  were  largely  taken,  and  by  such  means 
the  corporations  throughout  the  Kingdom  avoided  paying 
exorbitant  interest,  and  saved  very  large  sums  of  money. 


for  which  little  credit  has  been  awarded  them.  Another 
factor  which  has  ceased  to  have  much  effect  was  the  anti- 
municipal  trading  agitation.  I  do  not  think  we  shall  hear 
so  much  about  this  most  interesting  question  for  a  year  or 
two,  but  while  the  agitation  lasted  a  strenuous  attempt 
was  made  to  depreciate  municipal  loans  in  the  eyes  of  the 
public.  So  far  as  Glasgow  is  concerned,  I  can  assure  you 
this  agitation  appeared  to  me  rather  to  send  investors  in 
increasing  numbers  direct  to  our  city  chambers,  and 
whenever  the  city  offered  the  lowest,  yet  fair,  market  rate 
of  the  time  money  flowed  steadily  in.  During  the  darkest 
periods  of  the  war  it  was  offered  more  abundantly  than 
usual,  the  explanation  being,  of  course,  that  the  rate  for 
the  moment  was  high  in  comparison  with  the  extremely 
low  average  of  the  previous  ten  years. 

A  great  many  financial  critics  hold,  and  it  is  an 
opinion  which  should  be  seriously  examined,  that  local 
authorities  have  been  dangerously  extravagant  in  capital 
expenditure,  but  I  submit  that  they,  and  the  public  depart- 
ments, begin  at  the  wrong  end  when  they  endeavour  to 
put  obstacles  in  the  way  of  local  authorities  utilising  their 
borrowing  powers  in  the  simplest  and  cheapest  possible 
way. 

The  proper  way  to  prevent  any  municipality  from  waste- 
fully  spending  money  is  for  Parliament  to  refuse  borrow- 
ing powers  which  are  not  really  required  for  the  good  of 
the  community.  Once  the  powers  are  sanctioned  and  are 
being  exercised,  it  ought  to  be  the  duty  of  all  concerned 
to  see  that  no  impediment  is  placed  in.  the  way  of  even 
the  smallest  burgh  to  raise  the  loan  in  the  simplest,  most 
prudent,  and  economical  manner. 

As  regards  the  repayment  of  debt,  the  Government 
Departments  have  never  really  faced  the  question  of  a 
sufficient  Sinking  Fund  and  scientific  d^reciation. 
Glasgow  has  always  gone  beyond  the  statutory  require- 
ments in  these  respects.  So  much  attention  of  late  has 
deservedly  been  given  to  the  question  of  depreciation  that 
the  Scotch  Office  now  shows  an  increasing  tendency  to 
make  the  provision  for  Sinking  Fund  more  onerous. 
In  iact,  the  officials  practically  admit  they  wish 
the  Sinking  Fund  to  C(jver  depreciation  as  well  as 
repayment  of  debt.  Glasgow  would  prefer  statutory 
regulations  to  be  made  (i)  for  sufficient  Sinking  Funds, 
(2)  for  adequate  Depreciation,  and  (3)  for  Reserve  Funds 
where  desirable. 

I  append  an  abstract  of  the  city  of  Glasgow  Sinking 
Funds  (see  Appendix  T.)  showing  that  during  the  year  end- 
ing 31st  May  1905  no  less  than  ;f 359,389  2s.  3d.  has  been 
applied  out  of  revenue  and  prices  of  property  in  reduction 
of  borrowing  powers  and  debt. 

If  the  city  ceased  to  expand,  and  could  manage  without 
incurring  further  capital  expenditure  (and  these  would  not 
be  good  signs),   the   application   annually   of  the   same 
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amount  of  Sinking  Fund  would  pay  off  the  existing  debt 

in  42  years. 
I   estimate  that   the   total   capital    expenditure  of   the 

Corporation  of  Glasgow  amounted  at  31st  May  last  to — 
For  Reproductive  Works    ..         .,       /i5,645,i59 
For  Unremunerative  Works         '..  7,057,162 

/22,702,32I 

Accounting. 

The  second  branch  of  my  subject  has  been  most 
exhaustively  brought  before  your  Society  by  ex-Treasurer 
Murray  and  Mr.  James  Daliymple,  C.A.,  manager  of  the 
City  of  Glasgow  Tramways,  and  I  only  propose  to  make 
some  general  remarks  as  a  kind  of  short  supplement  to 
their  able  papers.  Mr.  Dalrymple  particularly  gave 
minute  details  of  the  tramway  books  and  accounts,  and 
though  they  may  be  taken  to  be  our  most  advanced 
Trading  Account  they  are  structurally  similar  to  most  of 
the  D^artmental  Accounts  of  the  Corporation.  I 
remember,  when  Mr.  Dalrymple  left  my  department  to  join 
the  Tramway  Department  as  accountant,  he  indicated  to 
me  his  general  idea  of  the  bookkeeping  system  he 
intended  to  institute,  particularly  as  regards  the  sub- 
sidiary books  of  his  outside  departments,  and  I  then 
expressed  the  opinion  that  if  he  carried  out  his  plan  the 
Tramway  Accounts  would  be  the  most  thorough  Tramway 
Accounts  in  this  Kingdom.  lie  carried  out  his  ideas,  with 
the  result  that  practically  his  form  has  been  adopted  as 
the  standard  for  British  municipal  tramway  undertakings. 

Glasgow  long  ago  discarded  the  mere  Cash  Account  in 
stating  her  annual  accounts,  and  I  am  surprised  that  any 
local  authority  should  desire,  or  be  permitted,  to  continue 
such  a  **  Penny  Pass  Book  "  method.  I  think  every  member 
of  this  Society  will  agree  with  me  in  holding  that 
Municipal  Accounts  should  set  forth  the  revenue  of  the 
year,  whether  wholly  actually  received  within  the  year 
or  not,  and  the  expenditure,  whether  actually  paid  within 
the  year  or  not,  and  should  be  accompanied  by  a  Balance 
Sheet  showing  the  exact  financial  position  of  the  depart- 
ment. Any  outstanding  revenue  and  expenditure  should 
appear  in  the  Balance  Sheet  as  assets  or  liabilities,  and 
in  the  event  of  arrears  ot  assessment  or  rent  being 
irrecoverable,  the  amounts  should  be  written  oH,  as  is 
iDuually  done  in  the  Glasgow  Assessment  Accounts. 

With  a  mere  Ca.sh  Account  as  the  approved  system,  it 
would  be  easily  possible — for  a  purpose — to  delay  paying 
large  items  of  expendituie  till  after  the  close  of  the 
financial  year,  and  show  a  favourable  balance  as  carried 
forward  to  next  year.  In  view  of  the  elections  this  might 
at  times  be  '  of  importance  to  outgoing  Councillors. 
Besides,  there  are  other  ways  of  manipulating  Cash 
Accounts. 

It  was  very  disapjxiinting,  therefore,  to  find  in  1903  the 
Secretary  for  Scotland  directing  the  accounts  of  certain 
[own  Councils  to  be  stated  in  Cash  Account  form,  and 
-lot  revenue  and  expenditure,  excepting  the  accounts  for 
trading     undertakings — such    as    Gas,     Electricity,     and 


Tramways.  Of  course,  this  regulation  causes  a  great  many 
of  the  Town  Councils  affected  by  the  General  Police  Act 
to  publish  certain  of  their  accounts  stated  in  one  way,  and 
certain  in  another  form,  and  it  appears  to  me  to  indicate 
a  scarcity  of  trained  accountants  at  the  Scotch  Office,  or 
a  disbelief  in  their  existeiice  as  municipal  officers. 

The  question  is  being  raised  in  England,  as  is  shown  by 
the  following  official  intimation :  — 

*^  Accounts  of  Local  Authorities. 
The  President  of  the  Local  Government  Board  has 
appointed  a  Departmental  Committee  to  inquire  and 
report  with  regard  to — 

(i)  The  system  on  which  the  accounts  of  the  local 
authorities  in  England  and  Wales  are  at  present  kept ; 

(2)  Generally  as  to  the  system  on  which  the  accounts 
of  the  various  local  authorities  in  England  and  Wales 
should  be  kept,  and  in  particular  whether  such 
accounts  should  be  prepared  on  a  system  requiring  the 
entries  of  receipts  and  payments  to  be  confined  as  far 
as  possible  to  actual  receipts  and  payments  of  money 
or  not ;  and 

(3)  The  regulations  which  should  be  made  on  the 
subject,  regard  being  had  to  the  necessity  for  showing 
accurately  the  amounts  raised  by  local  taxation  and 
the  purposes  for  which  they  are  applied. 

The  Committee  will  consist  of — 
Mr.  Walter  Runciman,   M.P.,   who  will   be  Chair- 
man, and  of  Mr.  J.  Bromley,  C.B.,  Mr.  T.  Pitts,  C.B., 
Mr.  R.*  Barrow,  Mr.  E.  P.  Burd.  Mr.  J.  J.  Burnley, 
Mr.  J.  Gane,  and  Mr.  F.  Merrifield. 

Mr.    G.'R.    Snowdon,    of    the   Local   Government 
Board,  will  act  as  Secretary  to  the  Committee." 
Four  of  the  Committee  are  Government  officials,  likely 
to  be  wedded  to  old-fashioned  ways,  and  I  trust  account- 
ants will  make  their  influence  felt  in  favour  of  the  adop- 
tion of  Revenue  and  Expenditure  Accounts. 

At  present  very  few  of  the  English  Corporations  have 
Revenue  and  Expenditure  Accounts,  or  show  a  Balance 
Sheet  strictly  relevant  to  the  rest  of  the  printed  accounts. 
Consequently  it  is  often  very  difficult,  without  making 
supplementary  inquiries,  to  ascertain  the  exact  position 
of  the  municipal  funds. 

The  accounts  of  Glasgow  have  grown  with  the  abnormal 
development  of  the  city.  Copies  of  the  quaint  accounts 
beginning  with  the  year  1573,  when  the  revenue  amounted 
to  ^^569  6s.  id.,  Scots,  will  be  found  in  the  Appendices  to 
the  published  volumes  of  the  Burgh  Records.  1  exhibit 
to  you  the  original  printed  account  for  1818  (see 
Appendix  II.),  showing  that  the  revenue  then  was  ;^i 5,358, 
and  the  expenditure  ;^  14,892.  The  Police  Accounts  for 
the  same  year  exhibit  Receipts  ;^i  1,617  8s.  5>^d.,  and  Dis- 
bursements ;^io,34i  18s.  4^2 d.  How  these  figures  contrast 
with  the  gioss  revenue  of  the  several  corporation  depart- 
ments for  the  year  ending  31st  May  1905— viz., 
/■?, 442,800,  and  the  exi>enditure,  ;f3,39S»79"' 

An  interesting  item  in  the  1818  revenue  is,  Rents  of 
Salmon  Fishing  in  the  Clyde,  ^'»o(^Sv^M4^Iv>^^« 
expenditure  it  is  curious  to  find  -.—^  by  VnLJVJ^lV^ 
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£   s  d 

Annual  Allowance  to  the  Lord  Provost       . .         40    o    o 
At  Fair  of  Glasgow,   to  the  Deacons  and 
others  on  proclaiming  the  Fair,  and  pre- 
serving peace 46    7    o 

At  King's  Birthday,  to  Magistrates,  &c.,  in 

waiting  to  preserve  peace 1036 

Altogether,  Entertainments  cost  ;^200  14s.  iid. 

Salary  of  Billet-Master  35    o    o 

Carriage  of  Soldiers'  Baggage  . .         . .  310 

1  do  not  find  any  reference  to  an  audit  fee,  and  I  cannot 

say  what  form  of  audit  the  accounts  were  subjected  to  in 

18 18,  if  any,  and  this  leads  me  to  the  important  subject 

of  the  audit  of  public  accounts. 

I  have  here  the  audited  accounts  of  the  several  depart- 
ments of  the  Corporation  of  Glasgow  for  the  financial 
year  ending  31st  May  1905,  as  printed  for  the  information 
of  the  members  of  the  Corporation  and  all  others  con- 
cerned, which  I  shall  be  glad  to  hand  to  your  Secretary 
in  order  that  any  member  may  see  for  himself  their  style 
and  scope^  It  will  be  found  that  the  transactions  are 
detailed  with  great  fullness  and  frankness,  and  that 
information  can  be  found  therein  which  one  will  search 
for  in  vain  in  the  accounts  and  Balance  Sheets  of  the 
banks  and  great  dividend-paying  companies  whose  direc- 
tors and  representatives  are  so  fond  of  criticising  the 
financial  transactions  of  municipalities,  and,  at  the  same 
time,  of  suggesting  rules  as  to  Sinking  Funds,  Deprecia- 
tion, and  Audit,  which  are  very  far  from  being  followed 
by  their  companies  in  like  circumstances. 

One  of  the  most  interesting  accounts  is  that  of  the 
Common  Good.  At  municipal  election  time — indeed, 
mostly  always— it  seems  the  correct  thing  for  writers  of 
letters  to  the  newspapers,  after-dinner  speakers,  and 
municipal  platform  critics  to  allude  to  the  Common  Good 
as  "that  mysterious  fund,"  "that  bottomless  bag,"  and  so 
on.  I  suppose  its  ancient  name  has  something  to  do  with 
the  alleged  mysteriousness  of  this  useful  section  of  the 
corporate  property  of  the  city,  but  all  mystery  vanishes 
when  you  glance  through  the  accounts,  which  will  be 
found  to  be  a  plain  record,  divided  under  suitable  head- 
ings of  the  financial  administration  of  heritable  and 
movable  property  of  which  the  city  has  become  possessed 
during  the  centuries.  Out  of  the  revenue  derived  from 
Feu  Duties,  Ground  Annuals,  Casualties,  Rents,  Grant 
from  the  Tramways  Department,  &c.,  a  substantial  part  of 
the  expense  of  city  management  is  met,  besides  the  enter- 
tainment of  royalty  and  distinguished  visitors.  The  pos- 
session of  such  a  fund  has  proved  very  useful  to  the  city 
in  the  past  in  financing  some  of  our  great  undertakings  in 
their  initial  stages,  and  the  fund  should  be  strengthened 
at  every  opportunity.  The  history  of  the  Common  Good 
is  most  interesting,  and  it  is  a  pity  that  the  necessities  of 
their  day  compelled  predecessors  of  the  present  Council 
to  dispose  of  a  large  portion  of  the  common  lands  once 
held.  Place-names — such  as  Gushetfaulds,  Ramshom, 
Cribscroft,  Petershill,  Wester  Common,  Germiston, 
Donaldshill,     Lethamhill,     &c. — which     appear    in     the 


Revenue  Account  give  some  idea  of  the  locality  of  those 
common  lands. 

If  the  members  of  this  Society  ever  desire  to  know  the 
full  history  of  the  Common  Good,  with  much  other  matter 
of  a  most  interesting  kind,  they  should  persuade 
Mr.  Robert  Renwick,  Town  Clerk  Depute,  to  agree  to  give 
a  paper  out  of  his  marvellous  knowledge  of  Glasgow, 
obtained  from  the  earliest  known  records. 

The  ordinary  revenue  of  the  Common  Good  (including 
tramways  interest)  for  the  past  financial  year  was 
;(^io8,52i  IIS.  4d.,  and  the  expenditure  ;£8i,34i  iis.  id.,  a 
surplus  of  ^^27,180  OS.  3d.  The  extraordinary  expendi- 
ture, however,  including  heavy  outlay  for  relief  of  the 
unemployed,  reached  £28,213  14s.  8d.,  causing  a  net 
deficiency  of  ;£^i,o33  ^4^-  5^.  A  deficiency  in  Revenue 
Account  has  only  occurred  twice  since  1888.  The  Balance 
Sheet  shows  surplus  assets  ^£'428,247  5s.  2d.,  without 
taking  any  credit  for  the  tramways  surplus. 

The  Common  Good,  then,  is  like  any  other  property. 
If  husbanded  and  nurtured  it  will  increase  in  value;  if 
neglected  or  squandered,  it  will  diminish. 

The  Municipality  of  Glasgow,  long  before  the  days  of 
Municipal  Trading  Commissions,  and  before  Governmeni 
Offices  moved  in  the  matter,  formed  sound  opinions  on 
the  importance  of  a  professional  audit  of  the  civic 
accounts,  and  appointed  Chartered  Accountants  of  the 
highest  position  in  the  city  as  auditors.  I  believe  these 
auditors  always  performed  their  duties  without  inter- 
ference, and  with  thorough  impartiality.  1  particularly 
remember  the  late  Mr,  Main,  C.A.,  as  probably  the  most 
strict,  painstaking,  and  thorough  auditor  I  ever  met,  and 
he  was  more  or  less  of  a  type.  On  7th  January  1904  the 
Corporation  adopted  a  code  of  "Instructions  to  Auditors," 
of  which  I  submit  a  copy  (see  Appendix  III.),  and  I  think 
these  insti'uctions  will  be  admitted  to  be  more  thorough 
and  practical  than  the  recommendations  of  the  Municipal 
Trading  Commission.  The  accounts  of  all  public  bodies 
should  be  audited  by  qualified  professional  accountants 
selected  from  those  in  public  practice,  or,  if  a  Govern- 
ment audit  is  ever  decided  on,  the  ofllcials  should  be 
appointed  from  the  ranks  of  those  who  by  training  and 
examination  have  been  found  qualified  by  the  Chartered 
Institutes  of  Accountants  to  audit  public  accounts.  I  am 
afraid,  however,  a  Public  Audit  Department  would  find  it 
impossible  to  allocate  the  work  so  as  to  keep  the  sta£E  fully 
employed  all  the  year,  and  yet  be  able  to  have  their 
nimierous  audits  finished  within  a  reasonable  time  after 
the  close  of  the  municipal  year.  The  Scotch  OflSoe  have 
introduced  the  principle  of  apix>inting  auditors  whobc 
places  of  business  are  not  in  the  burgh  whose  accounts  are 
to  be  audited,  the  implication  being,  I  suppose,  that  out- 
siders are  most  likely  to  be  more  independent.  I  am  con- 
vinced there  is  no  advantage  in  this  rule ;  but,  on  the  con- 
trary, it  must  lead  to  inconvenience,  expense,  and  waste  of 
time.  If  universally  adopted  the  profession  in  the  large 
cities  would  lose  the  audits  with  substantial  fees,  and  be 
offered  minor  audits  with  minor  fees,  and  that,  I  submit, 
would  be  the  main  result,  along  with  the  patronage 
involved.  So  far  as  local  bias  is  concerned,  the  resident 
man  with  local  knowledge  is  more  likely  to  have  his  atten- 
tion directed  to  weak  spots  (if  any)  in  the  burgh's  finances 
than  the  man  from  a  distance,  llie  liability  to  petti- 
fogging surcharges  under  which  many  Councillors 
administer  public  funds  should  be  done  away  with,  and 
rules  laid  down  for  reasonable  expenses.  It  is  both 
ridiculous  and  unfair  that  County  Councillors  who  have  to 
drive  twenty  miles  to  an  outlying  district  to  inspect  a 
bridge  cannot  spend  a  few  shillings  from  the  rates  in 
sandwiches,  while  they  can  feed  the  horses  and  the  hired 
man  who  drives  the  conveyance.  I  need  not  say  that 
Councillors  of  Royal  Burghs  with  lu^Cbmrnpn  Good  have 
more  latitude  in  such  matters,  d  by  \^:jO(J 
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Appendix  I. 


Summary  of  the  Sinking  Funds  of  the  Corporation  of  Glasgow 
as  at  31st  May  1905. 


DEPARTMENTS 


I.— Departments  included  in  the  PRovisioNh  ov  the  Loams  Act:— 

Police  Department:— 
Police  Account — 

Police  Acts,  1866  &  187a     . . 
Do.,        1873  &  1877     •  • 

Municipal  Act,  1879 

Corporation  and  Police  Act,  x88a 

Police  Act,  1885 
Do.,  1890 
Do.,      1891 

City  of  Glasgow  Act,  1891  . . 

Corporation  (Generail  Powers)  Act,  i8g6 

Police  Act,  1899  . . 
Do.,      1904.. 
Statute  Labour  (Act  1866)  Account- 
Acts  1866  &  1873 

Act  1885 

City  of  Glasgow  Act,  1891 . . 

Act  1893  •  •  •  •  '  •  • 

Statute  LatNDur  (Act  1878)  Account- 
Act  1885 

City  of  Glasgow  Act,  1891  . . 

Act  1893 
Kuads  and  Bridges  (Scotland)  Act,  1878— 

Dalmamock  Road  Bridge.. 

Rutfaerglen  Road  Bridge  .. 

Polmadie  Road  Bridge 

Govan  Street  Bridge 

Glasgow  Bridge 

Kirklee  Bridge  .. 

Great  Western  Road  Bridge 

Woodlands  Road  Bridge  .. 

Old  Dumbarton  Road  Bridge 

Cathcart  Bridge 

Millbrae  Bridge 

Amendment  Act,  1888 

Glasgow  Building  Regulations  Act,  1900 
Statute  Labour — 

County  Road  Debts 
Sewage  Purification  Account  (Acts  1891  to  1903) 
Sanitary  or  Public  Health  Account 


Waterworks  Department 
Gas  Department 
Hieciricity  Department 
Markets  and  Slaughter  Mouses  Department 
Public  Parks  Department 

City  Improvements  Department  (Acts  1866,  &c.)     . . 
Do.  do.  (Acts  1897,  &c.)     . . 

Municipal  Buildings  Department 
Corporation  Act,  1890  (Clyde  Embankments) 
Corporation  (City  of  Glasgow  Act,  1891) 
Diseases  of  Animals  Acts 

Corporation  and  Police  Act.  1882  (Prison  Payment) 
Telephone  Department  (Telegraph  Act,  1899) 
Public  Libraries  Department . . 
Girgenti  Inebriates'  Home  (Inebriates'  Amendment  (Scotland)  Act,  1900) 


Add  Gas  Sinking  Fund  invested  in  Sundry  Securities  not  yet  applied  in  Redemp- 
tion of  Debt 

Add  Gas  Sinking  Fund  applied  in  Redemption  of  Gas  Annuities,  cancelled  for 
extinction 

II.— Sinking  Funds  not  keuuired  to  be  Paid  into  the  Loans  Fund 
APPLIED  Departmentally  :— 

Waterworks  Annuities  and  Funded  Debt 
Tramways 


Sinking  Funds, 

including  Prices  of 

Property,  and 

Accumulation  to 

31st  May  1904 


Added  during 

Year  ending 

3X8t  May  1905 


ToUl 


s    d 


87.744  17 
2y7,«>2  12 
5«.877  14 
61,519  o 
20,000  o 
9,750  o 
30,224  8 
36,088  o 
28,<;i8  2 
14.750    o 


186,336     2  10 

13,800  O  O 

15.785  4  9 

3.326  15  o 

115,187  I  0 

14,230  12  3 

26,453  9  o 


4.653  «8  0 

11,349  13  2 

304  18  8 

704  2  5 

12,395  I  ti 

1,713  6  2 

13,922  12  8 

122  14  I 

60  o  o 

155  6  7 

401  13  8 

7.834  17  II 

3.253  2  7 

32.893  13  7 
88,725  1  10 
227,346  7  II 


1.425.830 

1.150.594 

375,561 

66,381 

51.879 

305.722 

360,816 

30,782 

50,182 

13.274 

10,917 

97.808 

30.706 

16,110 

55» 

718 


17 

6  I 

19  o 

o  o 

10  0 

15  10 

4  6 

0  o 
17  7 

1  2 


3.987.839  12  10 
13.714  7  8 
"3.314  4  5 


4,114,868  4  iz 


125,162  3  8 
402,355  6  5 


s  d 


3,060  o 

4.584  4 

2,671  4 

3,000  o 

1,250  o 

750  o 

2.618  8 

3.471  o 
3.750 
5.000 
2,125 


6,250  o  o 

1,250  o  o 

2,052  10  4 

589  o  o 

7,500  o  o 

1.664  7  1 

5,825  II  6 


306  7 

1,148  o 

83  19 

201  10 

1,891  o 

413  X 

1,036  5 

16  13 


62  19  2 

81  5  10 

1.845  5  2 

1.609  15  7 

1,389  13  2 

21,954  6  4 

27,865  10  3 


117,326  19  10 
51.471  II  5 
20,584  o 
17,286  2 
3,308  17 

11,591  17 
19,681  o 

13,590  19 

7,093  16  10 

1.755  o  o 

992  10  o 

666  12  2 

2,266  4  7 

io,of3  0  8 

400  o  o 

733  6  8 


o  o   [ 


278,802  5  3 

15,857  6  6 

8.465  15  9 

303,125  7  6 


9.344  6  o 
46,919  8  9 


s  d 


90,804  17  9 
301.586  17  3 
61,548  18  10 
o  5 
o  o 
o  o 
17  3 
o  10 

2  9 

o  o 
o  o 


64.519 

21,250 
10,500 
32,942 

39,559 
32,668 
19,750 
2,125 


192,586  2  10 

15,050  o  o 

17,837  15  1 

3.915  15  o 

122,687  I  o 

15,894  19  4 

32,279  o  6 

4,960  6  3 

12,497  13  8 

388  17  II 

905  12  8 

14,286  2  I 

2,126  7  9 

14,958  18  o 

139  7  2 

70  0  o 

218  5  9 

482  19  6 

9,680  3  I 

4,862  18  2 

34,283  6  9 

1 10,679  8  2 

255,211  x8  2 


1.543,157 

1,202,066 

396,145 

83,667 

55.188 

3'7.3X4 

380.497 

44,373 

57.276 

15.029 

11,910 

98,475 

32,972 

26,163 

951 

1,451 


13  " 
5  I 


8 

18  2 

14  o 
9  5 

18  2 

5  7 

15  10 
o  o 
o  o 

8  0 

9  1 

6  8 
17  7 

7  10 


4,266,641  18  I 

29,571  14  2 

121,780  o  2 

4,417,993  12  5 


134,506  9  8 
449.274  15  2 


£4,642,385  15  o 


3C359.389  a  3    £5,001,774  17  3 


T.  Eaton  Robinson,^  C.A., 

Digitized  by  '  city  Regisi 
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Appendix  II. 

Abstract  Statement  of  the  Revenue  and  Expenditure 

of  the  Corporation   of  the   City  of  Glasgow,  for  the 

Year  ending  31st  December  1818. 

Revenue. 

I      s  d 

Feu  Duties  and  Ground  Annuals 4i4i4  ^9  ^ 

Feudal  Casualties 38  13  6 

Rents  of  Seats  in  the  Established  Churches 3,227    5  10 

^       p  Lands           568    i  11 

»       p  Houses,  Shops,  and  Warehouses       532    o  o 

»       »   Mills,  and  Lands  annexed         824    4  o 

»       »   Salmon  Fishing  in  the  Clyde 10  10  o 

n      and  Dues  of  Tron  and  Weiga  House 100    o  o 

m         m         tt      Markets  and  Slaughter  House     ..        ..  1,16910  o 

m         m         n       Washing  House         470    o  o 

Dues  for  Pasturage  of  Cows  in  the  Green        442  12  o 

.      »    Shore  of  Port  Glasgow,  commuted  at         . .        . .  20    o  o 

»      of  Ladles  and  Multures 1,823    o  o 

n      ,    Quarries 40  .0  o 

Net  Proceeds  of  Impost  on  Ale  ani  Beer         1,149    6  4 

»           m            Freedom  Fines  and  Burgess  Tickets        . .  188    4  o 
Dividends  on  Stock  of  Ten  Shares  in  the  Forth  and  Clyde 

Navigation 230    o  o 

,  »  »         Twenty  do.  in  the  Glasgow  Water 

Company 90    o  o 

Total  Revenue £15.358    7  i 


Expenditure. 

Ecclesiastical  Department. 

£  s  d 
Stipends  to  Seven  Established  Clergymen  of  the 

City— £400  each        2,800    o  o 

Conimuuion  Elements           225    z  4 

Salaries  to  Eight  Precentors 116    5  4 

Allowances  to  Readies  and  BcUringers  . .  . .  56  15  8 
Salary  to  the  Keeper  of  the  Pubfic  Clocks,  ij 

year,  till  ist  November  i8i8        43  i5  o 

Repairs   and    Furnishings    for    the    Churches, 

Steeples,  and  Clocks          277  17  10 

Cleaning  the  Churches          43    1  6 

Insurance  of  Do.  from  Fire 40    5 


3.603    1    8 


Civil  DEi'AKT.viENr. 

Annual  Allowance  to  the  Lord  Provost    . .         . ,        40    o    o 
Salary  to  City  Chamberlain,  £100 — and  Allow- 
ance for  a  Clerk,  £30 130    o    o 

„         „    Superintendent    of    Public     Works, 

including  a  Clerk         300    o    0 

„         „  Do.'s  Foreman  ..        ..        31     i    o 

„         „    Council  Oihcer  and  Chamber  Kecjx'r        90    o    o 

„         w    City  Surveyor 50    o    o 

„         ,     Music  Bell  Player  30    o    o 

„         »     13  Town  Ofl&cers,  2  Gorbals,  i  Provaii 

and  I  Water  Oflicers 55    >    6 

Clothing  for  Officers 163  16    o 

Pensions  to  Superannuated  Officers         . .        . .        32    5    0 
Annual  Allowance  to  Extractor  of  Court,  and 

Under  Clerks  in  Public  Offices  . .        23    o    o 

„        Contribution  to  the  Town's  Hospital    . .      220    o    o 
„        Allowance  to  Lying-in  Hospital  . .  10    o    o 

Funeral  Charges  of  Paupers  sent  to  Infirmary 

by  the  Magistrates 320 

Insurance,  Repairs,  and  Furnishings  for  Court 

House,  Town  Hall,  and  Public  Offices,.         ..       105    6    o 
Stationery,  Printing,  and  Advertisements  . .      204  16    9 

Coal  and  Candles         36  18  11 

Standard  Measures  for  the  Dean  of  Guild  Court  319    o 

Law     Expenses     and     Writer     Business    in 

Edinburgh 107  17    o 

Conveyancing  and  Writer  Business  in  Glasgow         88    g    6 
Stamps  for  Conveyancing  ditto    . .         . .        35  ^3    o 

Repairs,  Insurance,  and  Furnishings  for  Houses, 
Shops,  Markets,  Slaughter  House,  Washing 
House,  Weigh  House,  Mills,  and  other  Public 

Property  3»3  '2    1 

Improvements,  and  making  Roads  in  the  Public 

Green,  iucluding  Allowance  to  Ranger  ..       191  15  10 

I*eus,  Tiends,   Rents,  Cess,  Mails,  &c.,  payable 

on  the  Burgh  Property 453  17    o 

.Arrears  of  Property  Tax       1230 

Ex{jense  of  Fitting  up  the  Market  in  Candleriggs 
Street,  substituted  for  the  Tron  and  Weigh 
House,  and  the  Poultry,  Butter,  Egg,  Cheese, 
and  Meal  Markets 1,262  13    6 


Entertainments,  viz.  :—  £     s    d 

At  Fair  of  Glasgow,  to  the  Deacons 
and  others,  on  proclaiming  the 
Fair,  and  preserving  peace        . .   £46    7    o 
At  Kind's  Birthday,  to  Magistrates, 

&c.,  in  waiting  to  preserve  peace      10    3    6 
At    Installation    of^   the    Gorbals 
Baillies,   given    by   the  City  as 
Superior  of  the  Barony    . .        . .      29    9    o 
At  Meetings  of  Shotts  Road  Trus- 
tees, to  save  expense  of  Meeting 

at  Hamilton 28    5    o 

At   Election   of    Magistrates   and 

Town  Council        57    2    o 

At  Sundry  Meetings  of  the  Magis- 
trates and  Committees,  on  Public 

Business        34    3    5 

At  Rouping  of  the  Town's  Common 
Good,  Allowance  to  Bidders      . .        S    S    o 

200  14  II 

iTxpense  of  attending  the  Convention  of  Royal 
Burghs,  by  the  Commissioner  and  his  Assessor, 
including  Entertainments  in  Edinburgh         . .        20    s    6 
Missive  Dues,  imposed  by  the  Convention  for 

relief  of  Poor  Burghs        327    o    o 

Sweeping  Pavements  at  Court  House,  &c.,  and 

collecting  the  Slaughter  House  Dun^  . .        . .        59    3    4 
Incidental  Expenditure, including  Auctioneering, 
Sumps,  &c 181  14    8 

Establishment  i-or  Public  Education. 
Salaries   to   the    Rector   and    Masters   of    the 

Grammar  School 210    o    o 

Books  Distributed  as  Prizes  to  Scholars  at  the 

Annual  Examination    • 11717" 

Books  of  Reference,  &c.,  for  the  use  of  the  School  118    6 

Entertainment  to  the  Examinators  and  Masters  x8  17    3 
Insurance  and  Repairs  on  the  School  House; 

Cleaning  Windows,  Chimneys,  &c 32    4    4 

Wages  to  Servant  for  Cleaning  the  School  Rooms  500 

Military  Department. 

Salary  of  Billet  Master          35    o    o 

Carriage  of  Soldiers'  Baggage        310 

Stationery          526 

Coal  and  Candles  for  Guard  Houses,  with  other 

Incidental  Expenditure 47  18    8 

Police  Establishment. 

Contribution  for  Lighting  and  Cleaning  the 
Streets,  by  authority  of  Act  of  Parliament      . .      Soo    o    o 

Expense  of  Constables.  &c.,  keeping  the  peace 
at  Fair  of  Glasgow,  King's  Birthday,  and  other 
occasions,  including  Surgeon's  Fee  for  a  person 
wounded  in  an  afifray.  Batons  for  Constables,  &c.     209    4  10 


£    s  d 


4.784   3  6 


385  iS  0 


91    2   2 


General  Criminal  Department. 

Salary  to  Procurator  Fiscal,  with  allowance  ior 

Services  and  Clerk       19  16    8 

»  Three    Criminal    Officers,  and   occa- 

sional Sui^ernumeraries         . .        . .      133    6  10 

Clothing  for  Three  Criuiinal  Officers        ..        ..        25    8    6 

Criminal  Prosecutions  before  the  Magistrates, 
and  Precognitions,  with  a  view  to  trial  before 
the  Justiciary  Court  (alter  deducting  Fines  and 
Expanses  recovered)  72    0    7 

Justiciary  Court  Incidental  Expenditure,  in- 
cluding Entertainments  to  the  Court  at  the 
Spring  and  Autumn  Circuits        258    8    o 

Salary  to  the  Jailor,  his  Clerk  and  Servants 
(including  allowance  at  death  of  late  Jailor)    ..      166  13    9 

ProiHjriion  of  Surgeon's  Salary,  Surgeons'  Fees 
for  inspecting  dead  bodies  supposed  nmrdered, 
and  Medical  Assistance  to  Jail  prisoners,  in 
cases  of  emergency 30    9    6 

Kefrcshment  to  Prisoners  and  Jail  Servants,  at 
New  Year's  X>ay  and  King's  Birthdajr  . .        . .  6811 

Aliment  to  Jail  Prisoners  accused  of  Crimes      ..      335    6    6 

Salary  and  Allowances  to  the  Public  Executioner, 
£59  9s.;  Expenses  attending  Executions, 
£50  6s.  2d 109  15    2 

Advertisements,  and  other  Incidental  Expendi- 
ture                15  17    6 

Stationery  for  Offices,  Jail,  and  Justiciary  Court         41    3    6 

Coal  and  Candle  for  do.  do 21    o    0 

Travelling  Expenses,  with  sundry  Prisoners 
accused  of  Crimes 16  13    6 

Repairs  and  Furnishings  for  the  Jail,  including 
Bedding,  &c 438    8    o 

1,690  16  II 
Deduct  Expenses  recovered  from  the  Sheriff  of  t 

Lanarkshire,  for  removal  of  Female  Convicts\/^(^  I  ^ 


1,009  4  10 


1,635  16  " 
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Bridewell  Drpartucnt. 

Salary  to  Chaplain 30    o    o 

•  m  Precentor  and  Teachpr 10    o    o 

m       m  Surgeon  for  one  year       1000 

•  m  Keeper  200    o    o 

Wages  to  Under-keeper  and  Ser\'ants     ..        ..      155    o    o 
Repairs  and  Furnishings  for  the  Establishment, 

including  Provisions,  &c.,  after  deducting  the 

prisoners' earnings 161    9    3 

Stationery  10    8    5 

576  17    8 

Finance  Department. 
Intrrest  on  the  Debts  owing  by  the 

Corporation £a,95i    810 

Dpiluct  ditto,  on  the  Debts  owing 

to  the  Corporation 2,418  16    2 

2,532  12    8 

Nfortifications,  being  Interest  on  sundr}*  Sums 
bequeathed  by  individuals  forspecial  Charitable 

Purposes,  Bursaries,  &c 30S  16  11 

Annuities  on  Money  sunk  upon  Lives,  in  hands 

of  the  Corporation 65    o    o 

2,806    9    7 

Total  Expenditure  14*892  14    4 

Surplus  of  Income  463  12    9 

iCi5,358    7    I 

Besides  the  preceding  Articles  of  Expenditure,  the  sum  of 
£fi.473  i«.  lod.  has  been  laid  out,  in  the  course  of  this  and  the  last 
year,  in  the  erection  of  St.  John's  Church ;  and  the  farther  sum  of 
£3.526  7s.  2d.  has  been  allotted  in  the  Suspense  Account,  towards  the 
completion  of  that  Church.  The  cum  of  £2,109  7s.  has  also  been 
expended  in  the  formation  and  erection  of  the  Live  Cattle  Market  an<l 
Pertinents.  These  sums  may  be  considered  as  deductions  from  capital, 
or  as  so  much  capital  sunk  for  the  benefit  of  the  public. 

Appendix  III. 

CORPORATION  OF  GLASGOW. 


Instructions  to  Auditors. 
(As  adopted  by  the  Corporation  on  7th  January  1904.) 

1.  The  audit  shall,  as  far  as  possible,  be  continuous, 
the  books  and  accounts  being  audited  at  least  every 
quarter. 

2.  The  auditor  shall  make  himself  acquainted  with  all 
Acts  affecting  the  departments  whose  books  and  accounts 
be  has  been  appointed  to  audit. 

3.  The  auditor  shall  satisfy  himself  as  to  the  accuracy 
of  the  books  and  accounts,  and  shall  see  that  all  the  trans- 
actions are  correctly  recorded. 

4.  The  auditor  shall  go  carefully  into  the  nature  of  all 
items  of  expenditure,  so  that  he  may  be  satisfied  that  these 
are  correctly  allocated  as  between  capital  and  revenue. 

5.  The  auditor  shall  satisfy  himself,  by  reference  to  the 
Acts  of  Parliament  or  otherwise,  as  to  the  legality  of  all 
items  of  ezpeiKliture. 

6.  The  auditor  shall  see  that  Parliamentary  powers  have 
been  obtained  for  all  sums  borrowed  for  capital  purposes. 

7.  The  auditor  shall  satisfy  himself  that  the  provisions 
regarding  Sinking  Funds  are  being  strictly  complied  with. 

8.  The  auditor  shall  not  pass  any  payment  unless  the 
same  has  been  authorised  either  (a)  by  a  minute  approved 
by  the  Corporation  or  (b)  by  the  responsible  Committee, 
the  amount  of  the  paymeint  being  in  the  one  case  shown  in 
the  minute,  or  in  the  other  case  the  account  or  statement 
duly  initialled  by  the  proper  official  or  officials  and  by  a 
member  or  members  of  the  Committee.  The  auditor  shall 
see  that  said  accounts  or  statements  are  stamped  with  a 
rubber  or  other  stamp  giving  the  name  of  the  Committee, 
the  date  of  the  meeting,   and  providing   space  for  the 


requisite  initials  of  the  member  or  members  of  Committee. 

q.  Tho  auditor  shall,  as  far  as  possible,  assure  himself 
that  all  the  revenue  and  expenditure  for  the  year  under 
review  has  been  brought  into  the  annual  accounts. 

40.  The  auditor  shall  see  that  all  sums  due  to  the  Cor- 
poration— such  as  Assessments,  Rents,  Feu-Duties,  Dupli- 
cations, Feudal  Casualties,  Accounts  for  Materials  Sold, 
SiC. — are  accounted  for,  and  shall  satisfy  himself  that  all 
sums  written  off  as  irrecoverable  or  as  abatements  have 
been  so  dealt  with  by  authority  of  the  responsible 
Committee. 

11.  On  the  completion  of  his  audit  the  auditor  shall,  if 
satisfied,  certify  that  the  annual  accounts  and  Balance 
Sheet  are  correctly  stated,  duly  vouched,  and  exhibit  the 
true  position  of  the  undertaking. 

12.  Unless  expressed  otherwise,  the  auditor's  docquet 
shall  be  understood  to  imply  that  this  code  of  instructions 
has  been  carried  out. 

Auditor'' s  Special  Report, 
The  auditor  shall,  whenever  he  thinks  necessary,  in 
addition  to  his  docquet,  make  a  special  report  to  the 
Corporation.  This  report,  which  shall  be  printed  in  the 
minutes  for  the  information  of  the  Corporation,  may  deal 
with  such  matters  as  the  following: — 

(a)  The  method  of  bookkeeping,  both  in  regard  to  the 

general  and  subsidiary  books,  whether  the  books 
are  properly  kept  and  are  the  most  suitable  for  the 
undertaking. 

(b)  In  regard  to  the  subsidiary  books,  as  to  the  method 

of  internal  check  which  is  in  operation,  and 
whether  he  considers  such  check  complete  and 
satisfactory. 

(c)  The  position  of  the  borrowing  powers  and  Sinking 

Funds. 

(d)  Whether  the  expenditure  on  capital  during  the  year 

has  been  authorised  by  the  Corporation. 
{e)  Any  items  of  expenditure  which  he  may  consider 

illegal. 
(/)  Whether  in  his  opinion  it  is  necessary  or  expedient 
to  charge  revenue  with  sums  to  institute  a  Reserve 
Fund,   or   to  provide   for   depreciation   or   obso- 
lescence of  plant,  and  to  report  as  to  the  sufficiency 
or  insufficiency  of  sums  which  may  have  been  so 
charged,  having  regard  to  the  payments  made  on 
account  of  Sinking  Fund. 
The  auditors  shall  be  appointed  during  the  pleasure  of 
the  Corporation,  subject  to  the  proviso  that  no  auditor 
shall  be  liable  to  be  deprived  by  the  Corporation  of  his 
office  within  five  years  of  the  date  of  his  appointment, 
except  with   the  consent  of  two-thirds  of  the  members 
present  at  a  meeting  of  the  Corporation  called  for  the 
purpose. 

On  the  expiry  of  five  years  no  auditor  shall  be  eligible 
for  immediate  reappointment  to  the  same  office,  except 
with  the  consent  of  two-thirds  of  the  members  present  at 
the  meeting  of  the  Corporation. 

James  fj.  Munro,       ^ 
Digitized  by  ^    Tcnun  Clerk.^ 
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Penonal.  ^ 

The  firm  of  George  E.  Dall  &  Dilly,  C.A.,  30  St.  Andffw 
Square,  Edinburgh,  of  which  George  E.  Dall,  F.S.A.A., 
and  William  Dilly,  C.A.,  were  sole  partners,  has  been  dis- 
solved. Mr.  Dall  will  continue  the  business  at  30  1S|. 
Andrew  Square,  Edinburgh,  on  his  own  account. 

Mr.  William  Gilchrist,  C.A.,  has  been  assumed  as  a 
partner  of  the  firm  of  John  E.  Watson  &  Son,  C.A.,  149  St. 
Vincent  Street,  Glasgow.  Mr.  Gilchrist  has  been  asso- 
ciated with  the  firm  as  managing  clerk  for  the  past  twelve 
years.  The  business  will  continue  to  be  conducted  under 
the  firm-uame  of  John  E.  Watson  &  Son. 

Mr.  Henry  Lessels,  C.A.,  has  begun  the  practice  of  hifi 
profession  at  37  George  Street,  Edinburgh. 


The  prizes  awarded  in  connection  with  the  examination 
on  Professor  Nicholson's  lectures  on  "  Public  Finance " 
have  been  awarded  as  follows  :  — 
Edinburgh  Accountants — 

Keith  W.  Drennan.  (Messrs.  William  Home  Cook  & 
Co.),  4a  Castle  Street,  Edinburgh. 
Glasgow  Accountants — 

Gilbert    McVean    (Messrs.    Bannatyne    &    Guthrie), 
191  West  George  Street,  Glasgow. 


H  Dew  System  ot  Hccount  Xoofis* 


*'  Time  is  money  "  is  the  old  maxim  of  our  commercial 
life.  Typewriter,  telephone,  various  practical  arrangements 
as  to  classifying  and  arranging  letters  and  other  business 
papers,  have  been  adopted  long  ago  in  our  offices  to  simplify 
our  work  and  help  the  business  man  to  get  through  his  daily 
routine  with  more  expediency  and  accuracy,  bat  little  atten- 
tion has  been  directed  to  modifying  our  old  modes  of  book- 
keeping. The  ever-pushing  German,  however,  has  had  his 
eyes  open  in  this  direction.  Mr.  Schumacher,  an  official  of 
the  I41W  Courts  of  Strassburg,  has  in  the  course  of  his  work 
in  commercial  cases,  which  entailed  a  great  deal  of  adding 
up  figures,  developed  an  idea  which,  without  interfering 
vdth  any  S3rstem  of  bookkeeping  in  itself,  not  only  saves  the 
carrying  forward  of  the  totals  from  page  to  page,  thereby 
eliminating  the  swelling  of  the  figures,  but  which  also 
guarantees  a  greater  saf^uard  against  errors  which 
frequently  occur  through  carrying  forward  the  amounts. 
The  checking  of  accounts  is  considerably  facilitated  by  this 
new  S3rstem,  the  number  of  figures  being  reduced  to  about 
200-300  against  1,000  of  the  present  system,  whereby  greater 
accuracy  is  secured. 

According  to  careful  practical  tests,  a  saving  of  at  least 
40  per  cent,  in  time  has  been  established.  The  advantages 
are  thus  obvious,  and  it  is  to  be  hoped  that  we  shall  not  be 
slow  to  take  up  the  system,  which  will  prove  of  great  value 
where  large  accounts  are  to  be  dealt  with,  such  as  in  banks, 
factories,  railways,  clearing-houses,  &c. 

Mr.  Schumacher  has  patented  his  idea,  and  the  patents 
have  already  been  disposed  of  in  Germany  and  Belgium. 
The  Alsace-Lorraine  State  Railways,  the  Octroi  Authorities 


of  Strassburg,  many  banks  and  industrial  concerns,  have 
adopted  this  system  and  testified  to  its  great  advantages, 
and  in  this  country  it  has  been  examined  and  very  highly 
thought  of  by  some  leading  Chartered  and  Incorporated 
Accountants. 


Adblphi  Theatre. — "  Measure  for  Measure  "  with  Mr.  Oscar 
Asche  and  Miss  Lily  Brayton  taking  the  leading  parts,  still  con- 
tinues to  draw  crowded  houses  to  the  Adelphi.  The  piece  is 
admirably  staged,  and,  we  think,  will  have  a  long  and  snccessful 
run. 


BanR  Kate  of  INscottitt* 


April  X4th  1904 3j% 

ft     aist      „ 3% 

March  9th  1905 2}% 

Sept.  7th      „         3% 

,.  28th     , 4% 

April  5th  1906 ^i% 
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Bxtnct  from  AudiHngt  by  Lawrbmcb  R.  Dicxsbb,  F.CA. 
(Pagt  190) 
U/emui,  Uomn  preteat  some  rather  special  features.  The  goodwill 
■fffthfag  to  the  license  gives  the  lease  or  fireehold  of  licensed  premises 
•  market  value  greatly  In  excess  of  their  real  value  as  buildings.  To 
be  properly  considered,  the  value  of  the  premises  and  the  license  must 
be  sepaiated.  The  former  should  be  depreciated  in  the  usual  way, 
leaving  the  license  aloae  to  be  considered.  A  license  on  freehold  pre- 
mises doea  not  dqireciate,  but  a  license  on  leasehold  premises  passes 
sway  with  the  premises  and  musi  therefore  be  depreciated  like  a  lease. 
A  liosase  may  at  any  time  be  lost— either  for  misconduct  or  for  no  rea- 
MB  bat  this  Is  a  oontintfency  outside  the  scope  of  depreciation.  It 
vaji  howeves.  be  provided  sgainst  by  Insurance,  which  would  appaif 
•Dba  a  most  pmdeiit  course  to  adopt 

For  loll  partiflulaxs  as  to  U0BH8BS  I18URAH0B  apply  to- 

fha  LICENSES  INSURANCE  COBPORATIOH 
AND  GUARANTEE  FUND,  Limited* 

24  UOORQATE  STREET,  LONDOh. 


SxelntiTt  fiasineM 


-    Licensed  Property. 


IJceiuee' Snsared  and  Loans  and  Debentures  on 
licensed  Property  of  every  description  guaranteed. 


The  CapHailsBd  Value  of  the  Qoodwill  of  a  Ucensed  Buelnen 
is  the  rahe  of  the  Ucen^i^,  en  J  may  be  estimated  upon  a  mere 
Mberal  basis  if  the  iioense  is  insured. 


in  (Snghntr  anb  MaUs. 


BXAMINAT10N8. 


Ths  oext  Examinations  will  be  held  on  the  following 
dates:  — 

The  Preliminary  Examination  on  the  12th,  13th,  and 
14th  June  1906. 

The  Intermediate  Examination  on  the  22nd  and  2^rd  Mav 
1906.  •     .  ' 

The  Final  Examination  on  the  29th,  30th,  and  31st  May 
Z906. 

Persons  desiring  to  present  themselves  for  examination 
must  give  notice  to  the  Council  at  least  thirty  da3rs  before 
the  date  of  the  Examinations,  at  the  same  time  forwarding 
the  examination  fee. 

Full  particulars  and  forms  may  be  obtained  at  the  ofiice 
of  the  Institute,  Moorgate  Place,  London,  E.G.,  and  at  the 
various  Branch  Libreuries. 

By  order  of  the  Council, 

GEORGE  COLVILLE, 

April  1906.  Sscretary, 


Wheatley  Kirk,  Price  &  Co., 

(aSTABLISHKD  X850) 

YALUERS,  AUCTIONEERS  ft  ARBITRATORS 

OF    EVERY    DESCRIPTION    OF 

WORKS,  PLANT,  MACHINERT,  ft  STOCK. 


PERIODICAL    VALUATtO.SS   AT  SPECIAL    RATES 

ANNUAL     INSPECTIONS      FOR     DEPRECIATION. 

SALES  OF  WORKS   BY  PRIVATE  TREATY. 

PARTNERSHIPS     IN     ENOINEERINO     PROFESSION     ARRANOEU 


46   Watling    Street,    London,  E.a 

and    ALBERT    SQUARE,    MANCHESTER. 
Tblcphomb  5,077  Bamk.      Telegrams-"  indices,  LONDON. 


Betd.  1S3K 


GUARDIAN 

ASSURANCE    COMPANY,    LiMiTEa 


FIRE,     LIFE,     ACCIDENT, 

AND    BURGLARY    INSURANCE 

Total  Funds  over  £5,000,000. 


Hbad  Ofwcb:— 11   LOMBARD  STREET,    LONDON, 
Law   Coitrts    Branch  :— 21    FLEET   STREET. 


Xeadftid  Hrtfcles. 


Informal  Deeds  of  Arransrement. 


AS  bearing  somewhat  upon  the  subject  of 
^^  informal  deeds  of  arrangement  with 
creditors,  which  has  recently  been  discussed  in 
these  columns,  a  recent  decision  of  his  Honour 
i  Judge  Shand  in  the  Liverpool  County  Court, 
lA  the  case  of  Jones  v.  Lewis ;  W.  J.  Glass, 
Garnishee,  will  be  found  of  interest?  ^^^^ 
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This  was  a  case  in  which  the  plaintiff,  havmg 
obtained  judgment  against  the  defendant  on 
the  24th  January  last,  and  the  defendant  being 
at  that  time  pressed  by  his  creditors,  had 
instructed  Mr.  W.  J.  Glass,  A.C.A.,  to  call  a 
meeting  of  his  creditors,  which  was  accord- 
ingly held  on  the  29th  January.  At  that 
meeting  it  was  resolved  that  Mr.  Glass  should 
collect  the  books  debts,  and  that  in  addition 
the  defendant  should  pay  to  him  5s.  a  week  to 
accumulate  until  sufficient  moneys  were  in 
hand  to  make  it  worth  while  for  a  dividend  to 
be  paid  to  creditors  generally.  It  was  further 
resolved,  apparently,  that  in  view  of  the  small- 
ness  of  the  estate  and  the  expense  that  would 
be  thereby  involved,  no  deed  of  arrangement 
should  be  taken.  It  appears  that  certain  book 
debts  were  accordingly  collected  by  Mr.  Glass, 
but  that,  owing,  it  was  alleged,  to  the  illness  of 
the  debtor's  wife,  he  had  been  unable  to  obtain 
any  payment  in  respect  of  the  5s.  a  week  ; 
whereupon  the  plaintiff  commenced  the  present 
proceedings  to  endeavour  to  attach  the  moneys 
then  in  the  hands  of  Mr.  Glass  on  the  ground 
that  the  terms  of  the  creditors'  resolution  not 
having  been  carried  out  owing  to  the  non- 
payment of  the  5s.  per  week,  the  conditions  had 
been  broken,  and  that  the  moneys  in  Mr. 
Glass's  hands  belonged  to  the  defendant,  and 
were  liable  to  attachment. 

On  behalf  of  the  garnishee  it  was  argued 
that  as  there  was  a  trust  in  favour  of  the 
creditors  which  had  been  in  no  way  put  an  end 
to  by  the  default  of  the  defendant  the  moneys 
in  question  were  not  attachable,  and  his 
Honour  upheld  this  contention,  giving  judg- 
ment in  favour  of  the  garnishee,  with  costs. 
There  are  a  number  of  issues  in  connection 
with  this  decision  which  are  of  interest,  and 
which,  ijt  seems  to  us,  are  all  more  or  less  open 


to  discussion.  In  the  first  place  it  is  held,  in 
spite  of  the  provisions  of  the  Deeds  of  Arrange- 
ment Act,  1887,  that  there  may  be  a  valid 
assignment  of  a  debtor's  assets  for  the  benefit 
of  his  creditors  without  any  registration  of 
such  assignment  under  the  terms  of  the  Act. 
If  this  really  be  the  effect  of  his  Honour's 
finding,  and  it  be  good  law,  it  is  a  little  difficult 
to  see  what  is  gained  by  registration  of  such 
deeds.  It  is  important  to  bear  in  mind,  how- 
ever, that  in  this  case — owing  to  the  smallness 
of  the  amounts  involved — the  plaintiff  was 
unable  to  pursue  whatever  remedy  he  might 
have  by  way  of  bankruptcy  proceedings. 
Another  aspect  of  the  matter  which  does  not 
appear  to  have  been  very  fully  brought  out  was 
that,  apparently,  the  plaintiff  had  in  the  first 
instance  assented  to  the  arrangement ;  yet  the 
question  does  not  seem  to  have  been  so  much 
as  raised  as  to  whether  he  was  not  by  such 
assent  estopped  from  afterwards  seeking  to 
secure  an  attachment  in  his  favour  which 
would  give  him  an  advantage  over  the  general 
body  of  creditors.  There  can  be  little  doubt 
that  on  the  facts,  as  reported,  the  plaintiff 
would  not  have  been  able  to  succeed  in 
obtaining  a  receiving  order  even  if  his 
debt  had  been  sufficiently  large  to  justify  a 
bankruptcy  petition.  Very  possibly,  of  course, 
this  aspect  of  the  matter  was  not  raised 
because  the  existence  of  the  continuing  trust 
rendered  its  determination  unnecessary,  but 
what  is  the  really  unsatisfactory  feature 
of  the  case  is  that,  apparently,  a  debtor, 
having  made  an  arrangement  with  his  credi- 
tors upon  such  terms  as  this,  is  at  liberty 
to  please  himself  entirely  as  to  whether 
he  subsequently  carries  it  out  or  not,  and  in 
the  event  of  his  deciding  not  to  do  so  there 
would  appear  to  be  no  very  effective  means  of 
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bringing  pressure  to  bear.  Of  course,  in  the  case 
of  quite  small  estates,  it  is  practically  impos- 
sible to  provide  such  machinery  save  at  a  cost 
out  of  all  proportion  to  the  benefits  resulting, 
but  if  only  on  account  of  its  moral  effect  it 
would  seem  to  be  desirable  that  some  such 
power  should  exist.  Apparently  in  a  case  like 
this  the  creditors,  having  once  assented  to  an 
arrangement,  are  thereafter  estopped  from 
taking  proceedings  against  the  debtor,  even 
although  he  may  not  carry  out  his  part  of  the 
bargain ;  and,  of  course,  in  this  connection  it 
can  make  no  legal  difference  whether  the 
debtor's  default  be  due  to  inability  or 
disinclination. 


The  Association  of  Chambers  of  Commorce 
of  the  United  Kinsfdom. 


''PHE  forty-sixth  annual  meeting  of  the 
^  Association  of  Chambers  of  Commerce 
of  the  United  Kingdom  was  held  in  the 
Whitehall  Rooms  of  the  Hotel  M6tropole  last 
month,  under  the  presidency  of  Sir  William 
H.  Holland,  M.P.  The  President's  address 
contained  references  to  the  pending  inquiry  into 
the  working  of  the  Companies  Acts,  and  the 
promised  appointment  of  a  Departmental 
Committee  to  deal  with  the  bankruptcy  laws, 
but  contained  nothing  else  of  any  special  note. 
On  the  motion  of  Mr.  R.  C.  Millar,  of 
Edinburgh,  a  resolution  was  passed,  anent  the 
report  of  the  Departmental  Committee  upon 
Income  Tax  dated  last  June,  deprecating  the 
suggested  abolition  of  assessment  by  average, 
and  favouring  the  retention  of  the  relief 
afforded  under  Section  133  of  the  1842  Act,  as 
amended  and  applied  in  practice,  as  being  a 
reasonable  concession  in  cases  of  decreasing 


and  fluctuating  incomes.  This  resolution  is, 
however,  upon  the  face /of  it  inconsistent,  in 
that  if  fluctuating  incomes  are  ^  entitled  to 
special  treatment  in  bad  years  it  would  appear 
to  logically  follow  that  the  Revenue — and  thus 
indirectly  the  remainder  of  the  income-tax  pay- 
ing community — should  be  entitled  to  recoup 
themselves  by  means  of  additional  assessments 
in  good  years,  which  is,  of  course,  in  direct 
contradiction  to  the  principle  of  the  average. 
Our  own  impression  is  that  it  would  be  simpler 
in  every  way  if  all  persons  assessable  under 
Schedule  '*  D  "  were  to  be  called  upon 
to  pay  income-tax  according  to  their  earnings 
in  the  last  preceding  year.  The  only  possible 
objection  is,  of  course,  the  difliculty  that  the 
Treasury  would  experience  in  arrivmg  at  a 
reliable  estimate  of  the  income-tax  to  be  levied 
from  year  to  year.  This,  however,  might  be 
overcome  *by  allowing  any  surplus  realised  on 
the  collection  of  tax  in  excess  of  the  estimate 
to  be  carried  forward  to  the  credit  of  the  next 
year,  instead  of  being  automatically  applied  to 
other  purposes. 

On  the  motion  of  Mr.  J.  R.  Eldridge,  of 
Wakefield,  a  resolution  was  passed  in  favour 
of  the  extension  of  the  jurisdiction  of  County 
Courts  to  £"500,  avowedly  in  consequence  of  the 
satisfactory  results  attending  the  extension  of 
jurisdiction  created  by  the  County  Courts  Act 
of  1903.  We  entirely  agree  that  the  magnitude 
of  the  sum  involved  constitutes  of  itself  no 
reason  why  the  machinery  of  the  High  Court 
should  be  taxed,  and  juries  of  Londoners 
should  be  called  upon,  to  adjudicate  upon  dis- 
putes arising  all  over  the  kingdom.  It  is,  how- 
ever, difiicult  to  set  up  any  standard  other  than 
the  pecuniary  amount  at  stake;  and  it  certainly 
seems    a    distinct  hards^i|>^  ^toQt^^tej^at 
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really  complicated  cases  should  of  necessity  be 
referred  in  the  first  instance  to  Courts  presided 
over  by  men  ot  inferior  attainments  to  those 
possessed  by  High  Court  Judges.  It  may,  more- 
over, be  pointed  out  that  County  Court  fees  are 
pro  raid  far  higher  than  High  Court  fees.  So 
long*  as  the  amounts  involved  are  small,  this  dis- 
crepancy can,  of  course,  be  readily  explained, 
and  is  indeed  inevitable,  but  if  County  Courts 
are  going  to  adjudicate  upon  substantial  sums, 
one  of  the  first  reforms  necessary  would  be  a 
reduction  in  their  fees  where  these  larger 
amounts  are  involved. 

Another  resolution  which  we  may  mention 
in  passing  was  that  carried  upon  the 
motion  of  Mr.  F.  J.  Robjent,  to  the  effect 
that  it  Is  desirable  that  local  facilities  for 
stamping  documents  should  be  more  widely 
extended.  We  are  in  entire  sympathy  with 
this  proposal,  but  it  seems  to  us  that  it 
merely  touches  the  fringe  of  a  much  wider 
and  more  important  matter — namely,  the 
facility  with  which  fraudulent  documents  may 
be  concocted  owing  to  the  existing  regula- 
tions as  to  the  stamping  of  documents.  We 
may,  of  course,  leave  out  of  account  the 
possibility  of  a  stamp  being  forged,  so  to  speak, 
en  bloCy  as  the  risks  of  discovery  in  such  a  case 
are  enormously  enhanced  by  the  necessary  collu- 
sion ;  but,  as  matters  stand  at  present,  there  is 
absolutely  nothing  to  prevent  the  sale  of 
stamps  in  the  first  instance  legitimately  affixed 
to  plain  paper  when  those  stamps  are  so 
out  of  date  as  to  enable  them  to  bolster  up 
ante-dated  documents.  Moreover,  most  deeds 
of  importance  are  engrossed  upon  parchment, 
and,  as  our  readers  will  hardly  require  to  be 
reminded,  in  such  cases  the  stamp  is  not  affixed 
to  the  parchment  itself,  but  to  a  slip  of  loose 
paper  attached  to  the  parchment   in  such  a 


manner  that  with  a  little  care  there  would  bene 
serious  difficulty  in  detaching  it  and  afiixing  it 
to  another  document.  On  the  grounds  alike 
of  the  undoubted  loss  to  the  Revenue  arising 
from  this  facility  for  the  removal  of  expensive 
stamps  and  of  the  facilities  thus  afforded  for  the 
creation  of  bogus  ante-dated  documents — such 
as  settlements,  bills  of  sale,  and  the  like — this 
ridiculously  unbusinesslike  method  of  attaching 
stamps  to  parchments  should  undoubtedly  be 
discontinued.  In  the  first  instance  it  no  doubt 
owed  its  origin  to  the  difficulty  of  getting 
parchment  to  take  the  colour  of  the  stamp,  but 
in  these  days  that  difficulty  ought  surely  not  to 
prove  insuperable,  more  especially  bearing  in 
mind  the  fact  that  real  parchment  has  practi- 
cally fallen  into  disuse.  No  doubt,  if  attention 
were  given  to  the  matter,  a  host  of  practicable 
remedies  could  be  discovered  within  a  very 
short  space,  but  it  occurs  to  us  ofif-hand  to 
suggest  that  certainly  one  of  the  most  valuable 
would  be  that  for  the  future  all  documents 
should  be  stamped  so  that  half  the  stamp  is 
upon  the  parchment  itself  and  half  upon  the 
inserted  paper  slip.  The  difficulties  of  fraudu- 
lently inserting  a  paper  slip  so  as  to  make  a 
new  document  appear  like  an  old  one  regularly 
stamped  at  the  proper  time  would  then  be 
practically  insuperable.  The  question  is  one 
of  particular  interest  to  our  readers,  inasmuch 
as  there  can  be  little  doubt  that  marriage 
settlements  and  bills  of  sale  are  sometimes 
concocted  on  the  eve  of  bankruptcy  with  the 
object  of  defrauding  creditors. 


The  Treatment  of  Dual  Currencie5  in 
Accounts. 


PROM  time  to  time  the  subject  of  foreign 

exchanges  has  received  attention  in  these 

columns,  both  editorially  and  at  the  hands  of 


April  21,  igo6. 


TH£    ACCOUNtANt 


m 


lecturers  at  students*  Meetings,  and  the  proper 
treatment  in  accounts  of  foreign  currencies  and 
of  the  effects  produced  by  their  fluctuating 
exchange  value  has  also  been  considered  from 
several  points  of  view.  Little,  however,  has 
yet  been  written  upon  the  subject  of  the 
accounts  that  must  necessarily  be  kept  by 
the  resident  in  a  country  where  there  is 
an  inconvertible  paper  currency,  and  where 
therefore  transactions,  even  if  quite  un- 
connected with  the  foreign  trade,  have  from 
time  to  time  to  be  recorded  in  one  or  other  of 
two  dist  inct  mediums  of  exchange — that  is  to  say, 
either  upon  the  gold  basis  or  the  currency  basis. 
We  cannot  help  thinking  that  accountants  and 
bookkeepers  residing  in  a  country  like  our  own 
hardly  sufficiently  appreciate  how  enormously 
their  work  is  simplified  as  compared  with  the 
problems  which  are  presented  to  their  pro- 
fessional brethren,  say  in  Argentina  or  Chili. 
They  are  from  time  to  time  called  upon  to 
deal  in  accounts  with  transactions  taking  place 
abroad,  and  therefore  in  the  currency  of  a 
foreign  country,  and  it  is  to  be  feared  that  too 
often  their  treatment  is  unscientific  and  is  only 
saved  from  hopeless  confusion  by  the  compara- 
tive rarity  of  these  transactions.  To  be  called 
upon  to  deal  simultaneously  with  transactions 
in  two  distinct  currencies  whose  relative  values 
are  continually  fluctuating  is  a  task  that  would 
undoubtedly  be  entirely  beyond  the  capacity  of 
the  average  bookkeeper,  and  would  probably 
tax  the  ingenuity  of  many  accountants  who 
have  not  previously  had  occasion  to  consider 
the  problem.  Yet  as  a  matter  of  fact,  when 
systematically  dealt  with,  the  difficulties  of  the 
situation,  if  they  do  not  altogether  vanish,  at 
least  are  capable  of  being  overcome  without 
any  serious  difficulty,  and  without  any  very 


appreciable    addition    to    the  clerical  labour 
involved. 

The  first  point  to  be  decided  in  such  a 
matter  is  as  to  whether  the  gold  or  the 
currency  basis  is  to  be  regarded  as  the  basis  of 
the  accounts  themselves.  And  upon  this  point 
it  seems  to  us  that  everything  is  in  favour 
of  adopting  the  former,  even  when  establishing 
a  system  of  accounts  for  a  new  business ;  while 
in  connection  with  a  business  that  has  already 
been  in  existence  for  some  time  the  arguments 
in  favour  of  the  gold  basis  would,  if  anything, 
be  strengthened.  Without  going  fully  into 
the  matter,  or  attempting  to  deal  with  it 
otherwise  than  for  the  purposes  of  explaining 
the  problem  now  before  us,  it  may  be  pointed 
out  that  the  position  obtaining  is  virtually 
that  at  one  time  or  another  the  Governments 
of  those  countries  possessing  an  inconvertible 
paper  currency  have  passed  a  law  that  debtors 
should  thereafter  be  entitled  to  pay  their  debts 
in  paper  money  which  was  inconvertible,  and 
that  no  creditor  could  insist  upon  being  paid 
in  gold.  The  effect  of  such  a  device  was,  of 
course,  to  legalise  the  robbery  of  those  existing 
creditors  for  the  benefit  of  then  existing 
debtors.  So  far  as  subsequent  transactions 
are  concerned  the  position  of  the  community 
cannot  by  any  possibility  be  improved  by  such 
artificial  means,  save  that  a  limited  number  of 
persons  more  astute  or  more  far-seeing  than 
the  rest  may  from  time  to  time  be  able  to 
secure  profits  on  exchange  at  the  expense  of 
others.  These  side  issues  are,  however,  out- 
side the  scope  of  the  present  discussion,  and 
we  only  mention  the  matter  by  way  of 
showing  that  the  gold  basis  is,  and  must  be,  the 
only  basis  for  the  record  of  transactions,  and 
that  the  enactment  that  debt|^t3^)[d^(be  paid  in 
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inconvertible  paper — or  in  currency,  as  it  is 
commonly  called — does  not  disturb  that  basis, 
inasmuch  as,  save  vs^ith  regard  to  those  trans- 
actions uncompleted  at  the  date  when  the 
law  was  enacted,  prices  would  naturally  be 
advanced  pro  rata  according  to  the  exchange 
value  of  the  paper  currency. 

The  gold  basis  having  been  thus  determined 
upon  for  the  books  of  account,  it  only  remains 
to  point  out  that,  whenever  sales  are  effected 
payable  in  currency,  what  may  be  called  the 
gold  price  is  loaded  with  the  difference.  The 
customers'  accounts  in  the  Sold  Ledger  would 
be  debited  with  the  loaded  price,  while  Sales 
Account  would  be  credited  with  the  net  or 
gold  price  (in  total,  of  course),  and  the  loading 
credited  to  Exchange  Account.  Purchases 
would  be  dealt  with  upon  converse  lines,  so  that 
the  Trading  Account  will  be  kept,  and  the 
gross  profit  arrived  at,  upon  the  gold  basis. 
For  Balance  Sheet  purposes  the  Bought  and 
Sold  Ledger  balances,  being  at  currency  values, 
would,  of  course,  require  to  be  reduced  to  gold 
values  by  making  a  reserve  sufficient  to  cover 
the  difiference  in  exchange  on  the  date  of  the 
Balance  Sheet.  So  far  as  it  goes,  the  balance 
on  the  Exchange  Account  would  provide  a 
Reserve  for  contingencies,  but  if  insufficient  for 
that  purpose  the  difference  must,  of  course, 
be  charged  to  Profit  and  Loss  in  the  current 
period.  Nominal  Accounts  would  for  the 
most  part  be  operated  upon  on  the  currency 
basis,  but  salaries  paid  to  Europeans  would 
probably  be  payable  in  gold.  Transactions 
upon  the  gold  basis  might  be  dealt  with  in 
distinct  Ledger  Accounts,  but  would  probably 
in  practice  be  carried  through  upon  payment 
of  currency,  the  quantity  of  such  currency 
being  determined  by  the  rate  of  exchange  then 


ruling ;  and  this  plan  would,  of  course,  have 
the  merit  of  reducing  the  number  of  Ledger 
•Accounts  involved.  When  closing  up  the 
Nominal  Accounts  and  compiling  the  Profit 
and  Loss  Account  the  balance  of  each  such 
account  would  be  reduced  from  the  currency 
to  the  gold  basis,  the  difference  being  credited 
or  debited  to  Exchange  Account,  as  the  case 
may  be.  But,  for  the  purposes  of  converting 
Nominal  Accounts,  the  average  rate  of  exchange 
during  the  period  under  review  should  be 
taken.  The  balance  shown  by  the  Profit  and 
Loss  Account  as  being  the  net  profit  is  then 
the  net  profit  in  gold,  and  the  Balance  Sheet 
items  will  be  all  upon  the  gold  basis,  in  that 
the  only  items  recorded  in  the  books  in 
currency  will  have  been  duly  reserved  against 
so  as  to  reduce  them  to  their  gold  equivalent. 
Upon  this  plan  there  will  necessarily  be  some 
slight  difference  in  exchange  caused  by  the 
fact  that,  whatever  rate  be  employed  for  the 
conversion  of  the  Nominal  Accounts,  it  can 
in  point  of  fact  never  be  expected  to  really 
represent  the  average  of  the  rate  experienced 
by  that  particular  undertaking.  But  with  care 
the  difference  can  be  reduced  to  a  minimum, 
and  the  system  presents  the  advantage  of 
enabling  a  series  of  Profit  and  Loss  Accounts 
to  be  compiled  upon  a  uniform  basis,  which 
thus  permits  of  their  being  employed  for 
comparative  purposes.. 

It  is  important,  however,  to  bear  in  mind 
that,  so  far  as  internal  trade  is  concerned, 
prices  do  not  at  once  move  to  compensate 
for  fluctuations  in  exchange ;  and  consequently 
for  some  purposes  a  comparison  of  Profit  and 
Loss  Accounts  upon  a  gold  basis  may  be  less 
useful  than  a  comparison  upon  the  currency 
basis,  in  which  the  majority  of  the  transactions 
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actually  took  place.  This  defect  can,  however, 
of  course  be  readily  got  over  by  compiling 
a  duplicate  Profit  and  Loss  Account  in 
currency ;  which  latter,  however,  will  of  course 
form  no  part  of  the  bookkeeping  proper,  and 
therefore  introduces  no  additional  complica- 
tions in  the  keeping  of  accounts. 

We   understand    that    in    some    cases   the 
attempt   has   been   made   to    deal    with    this 
problem  by  the  employment  of  double  column 
books    for    gold    and    currency    respectively. 
Such  an  arrangement  must  of  necessity  add 
enormously  to  the  clerical  labour,  and  it  seems  to 
us  that  it  produces  no  corresponding  advantage. 
It  is  impossible  for  the  proprietor  of  a  business 
to  seriously  attempt  to  measure  some  of  his 
transactions  by  one    standard  and   some   by 
another,   and   still   more   impossible   for  him 
to  arrive  at  any  intelligible  idea  of  his  present 
position  upon  the  basis  that  that  position  is 
made  up  of  two  essentially  distinct   sets   of 
affairs  which  are  inconvertible  in  terms.     In 
this    sense  the  term   "  inconvertible "   is   un- 
doubtedly  misleading,  for  although  a  debtor 
may  have  the  right  to   pay  in  currency,  the 
recipient  of  that  currency  is  entitled  to  buy 
therewith    as    much    gold   as  he  is  able  to 
obtain.     It  must,  moreover,  be  borne  in  mind 
that — at  all  events,  so  far  as  British  traders 
in    South   America  are  concerned — no  really 
just  view  of  the  whole  of   the  facts  can   be 
obtained  unless  the  business  be  regarded  as 
a    more    or    less    temporary    one,    and    the 
ultimate  standard  of  value  is  the  eventual  sale 
of  that  business  as  a  going  concern    and  the 
remittance  of  its  proprietors'  capital  back  again 
to  Europe.     That,  we  think  it  may  fairly  be 
stated,  is  the  ultimate  aim  with  which  prac- 
tically all  British  traders  engage  in  trade  in 


South  America,  and  its  bearing  upon  the 
accounts  ought  not  to  be  overlooked,  more 
especially  when  its  effect  is  to  simplify  rather 
than  complicate  the  methods  of  accounting. 


Some  Lcsral  Terms, — VI. 


The  Courts  of  Law.— The  Criminal  Courts. 


Bv  OUR  Legal  Contributor. 
TN  this  article  I   propose  to  deal  rather  with  the 
machinery  whereby  the  law  is  administered 
than  with  the  law  itself — in  other  words,  to  give  a 
slight  sketch  of  our  various  Courts  of  Justice. 

In  a  previous  article  it  may  be  remembered  that 
I  classified  legal  wrongs  into  torts  and  crimes,  and 
it  will  be  found,  as  one  might  naturally  suppose, 
that  the  Courts  in  which  such  wrongs  are  redressed 
are  fundamentally  classified  on  the  same  principle. 
In  other  words,  if  damages  or  restitution  are 
sought  from  a  wrongdoer  or  the  injury  is  regarded 
as  a  *'  tort,"  such  restitution  or  damages  must  be 
sought  in  a  "  Civil "  Court ;  whereas,  if  the  demand 
be  for  punishment,  as  for  a  **  crime,"  a  **  Criminal " 
Court  must  be  resorted  to. 

We  start,  then,  with  this  fundamental  division 
of  our  Courts  into  **  Civil  "  and  **  Criminal,"  but  it 
must  be  carefully  borne  in  mind  that  this  division 
does  not  precisely  square  with  that  of  wrongs  into 
crimes  and  torts,  inasmuch  as  both  breaches  of 
contract  as  well  as  torts  are  redressed  in  a 
"Civil"  Court. 

I  propose  to  first  consider  **  Criminal"  Courts, 
and  in  so  doing  we  shall,  I  think,  be  assisted  if  we 
again  subdivide  crimes  into  the  two  groups  of 
indictable  and  non-indictable  offences  to  which  I 
have  before  alluded.  The  Courts  for  the  trial  of 
non-indictable  offences  are  the  Petty  Sessions 
Courts,  and  the  Police  Courts  in  the  case  of  the 
Metropolis  and  some  other  large  towns.  Every 
county  has  its  Petty  Sessions,  but  in  some  instances 
there  are  separate  Borough  Sessions  where  a 
boiough  has  a  commissjo^^^i^the  peace  distinct 
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from  that  of  its  county.  The  Judges  in  these 
Courts  are,  in  the  case  of  Petty  Sessions,  the 
Justices  of  the  Peace  for  the  county  or  the  borough, 
as  the  case  may  be,  and  in  the  Police  Courts  a 
Stipendiary,  or  paid  Magistrate,  appointed  by  the 
Crown  on  the  advice  of  the  Home  Secretary. 
Trials  at  Petty  Sessions  must  in  most  cases  take 
place  before  two  Justices,  but  where  the  proceed- 
ings are  merely  taken  with  a  view  to  seeing 
whether  there  is  sufficient  evidence  for  committing 
an  accused  for  trial  for  an  indictable  offence,  the 
presence  of  one  Justice  is  sufficient.  Of  course,  in 
the  case  of  a  Stipendiary  sitting  in  a  Police  Court 
the  proceedings,  of  whatever  nature,  take  place 
before  him  alone. 

The  next  Criminal  Court  in  the  ascending  scale 
is  that  of  "  Quarter  Sessions,"  and  these,  too,  may 
be  either  for  a  county  or  a  borough.  These 
Sessions,  which  try  indictable  offences,  are  held 
four  times  a  year,  the  Judges  being,  in  the  case  of 
County  Sessions,  the  Justices  for  the  county  pre- 
sided over  by  a  chairman  elected  by  them,  in  that 
of  a  borough  a  single  Judge,  styled  a  "  Recorder," 
appointed  by  the  Crown. 

We  next  come  to  the  '*  Assize  "  Courts.  These 
are  held  periodically  at  what  are  called  "  Assize  " 
towns,  being  the  more  important  centres  on  the 
"  Circuits,"  or  those  districts  into  which  the  whole 
county  is  mapped  out  for  the  purpose  of  the  local 
administration  of  justice  therein  by  the  High 
Court. 

At  the  "  Assizes  "  are  tried  all  such  indictable 
oflfences  as  are  either  not  triable  at  Quarter 
Sessions  or  which,  although  triable  thereat,  have 
not  in  fact  been  so  disposed  of  owing  to  the 
circumstance  of  the  accused  having  been  com- 
mitted for  trial  since  the  sitting  of  the  last 
Quarter  Sessions.  The  presiding  Judge  is 
generally  one  of  the  High  Court  Judges,  though 
sometimes  he  is  a  barrister  specially  commissioned, 
and  known  as  a  "  Commissioner  of  Assize." 

For  Middlesex  and  the  suburbs  of  the  Metro- 
polis, in  Kent,  Surrey,  and  Essex  there  is  a  special 


Criminal  Court  known  as  the  "  Central  Criminal 
Court,"  which  is  held  every  month,  and  sits  at  the 
Old  Bailey.  The  Judges  who  actually  preside  in 
that  Court  are  the  Recorder  of  London,  the  Common 
Sergeant,  and  in  turn  one  of  the  High  Court 
Judges,  who  takes  murders,  manslaughters,  and  a 
few  other  more  serious  crimes  not  triable  by  the 
others. 

In  what  I  have  been  saying  I  have  only  dealt 
with  Criminal  Courts  of  first  instance — ».^.,  such 
Courts  as  the  accused  comes  before  for  trial — it  now 
remains  to  add  a  few  words  on  the  matter  of 
Criminal  Appeals. 

The  Courts  of  Quarter  Sessions,  in  addition  to 
their  functions  as  Courts  of  first  instance,  are  also 
Courts  of  Appeal  both  on  questions  of  fact  and 
law  from  summary  convictions  before  Justices  in 
Petty  Sessions  or  Stipendiaries  in  Police  Courts. 
From  Quarter  Sessions  themselves  and  from  Assize 
Courts  an  appeal  on  a  point  of  law  lies  at  the 
discretion  of  the  Judge  presiding  over  the  trial  in 
the  case  of  a  conviction  to  what  is  known  as  the 
"  Court  of  Crown  Cases  Reserved,"  a  Court  com- 
posed of  five  at  least  of  the  High  Court  Judges. 
The  words  italicised  above  show  the  narrow  limi- 
tation of  the  right  of  appeal  in  such  criminal  cases 
as  it  now  exists,  a  point  prominently  before  the 
public  on  a  recent  occasion  in  what  was  known  as 
the  Beck  case.  As  the  law  stands  there  is  no 
appeal  as  to  fact  from  a  decision  of  Quarter 
Sessions  or  Assizes,  save  by  application  to  the 
Home  Secretary  to  advise  the  Crown  to  exercise 
its  prerogative  of  mercy.  A  Bill,  however,  is  now 
before  Parliament  which,  if  it  becomes  law,  will 
confer  a  very  much  wider  power  of  appeal  in 
criminal  cases. 

There  are  one  or  two  other  proceedings  in  the 
nature  of  appeals  on  points  of  law  in  criminal 
matters,  such  as  "  Certiorari "  and  "  Writ  of 
Error  "  or  by  **  Case  Stated,"  the  technicalities  of 
which  are,  however,  so  disproportionate  to  their 
interest  for  accountants  that  I  must  forbear  to  do 
more  than  merely  mention  them  in  such  a 
Summary  as  the  Pres||)t.^  ^yGoOgle 
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Before  leaving  the  subject  of  the  Criminal 
Courts  I  ought,  perhaps,  to  allude  to  the  "  Court 
of  the  Lord  High  Steward."  Where  a  peer  of 
the  realm  is  indicted  for  treason  or  felony  he  has  a 
right  to  be  tried  by  his  peers  in  the  House  of 
Lords.  The  House  of  Lords,  when  so  sitting, 
constitutes  what  is  known  as  the  Court  of  the 
Lord  High  Steward,  who  is  a  peer  appointed  to 
the  office  for  the  occasion  by  the  Crown  by  letters 
patent  under  the  Great  Seal  with  commission  to 
try  the  offence.  The  peers  in  such  cases  form  the 
jury,  and  the  verdict  is  a  verdict  of  the  majority. 
It  may  be  remembered  that  as  recently  as  1901 
a  peer  was  tried  in  this  Court  on  a  charge  of 
bigamy.  ^ 


Meeftlfi  Vlotes. 


Tlie  AaeUonetfs*  ^^®  President  of  the  Auctioneers' 
iBBtitato.  Institute,  Mr.  James  Boy  ton,  and 
Mrs.  Boyton,  gave  an  At  Home  on  the  6th  inst.  to 
celebrate  the  removal  of  the  Institute  from  Chancery 
Lane  to  its  more  commodious  bead-quarters  at  No.  34 
Russell  Square,  W.C.  In  view  of  the  fact  that  the 
membership  of  this  Institute  now  numbers  nearly  1,800 
it  will  be  seen  that  this  change  was  practically  a  matter 
of  necessity.  The  new  premises  contain  a  handsome 
council  chamber  providing  seating  accommodation  for 
two  hundred,  a  library,  and  a  reading  room. 


The  directors*  report  and  accounts  of 

TbA  LloeiiMi      ^jjg   Licenses  Insurance    Corporation 
iBsonuioe  ^      ,  \. 

CorppnOlon  and    and  Guarantee   Fund,  Lim.,  for  the 

eamrmntM  Fund,  year  ended  the  30th   December  last 
Llm. 

has    now    been     issued.       The    net 

premium  income  for  the  year  was  3^92,757  19s.  8d., 
while  other  receipts  amounted  to  ;^5i637  8s.  4d.,  claims 
and  legal  expenses  incidental  thereto  (after  adjusting 
the  reserve  for  outstandings)  absorbed  3^57,203  i6s.  7d., 
management  expenses  amounted  to  3^31,170  138.  4d.^ 
and  the  reserve  for  unexpired  risks  has  been  reduced 
from  jf 42,700  to  ;£'42,6o8  iSs.  2d.,  thus  making  a  profit 
on  the  year's  operations  of  ;^io,iii  19s.  iid.,  to  which 
most  be  added  ^£'3*460  iSs.  4d.  brought  forward  from 
1904,  making  a  total  of  ;f  13.572  i8s.  3d.  to  be  dealt 
with,  of  which  it  is  proposed  to  apply  ;£'4,i27  in  pay- 
ment of  a  dividend  on  the  ordinary  shares  of  six  per 


cent,  free  of  income  tax,  leaving  ;f 9,445  i6s.  3d.  to  be 
carried  forward.  The  investments  are  stated  in  the 
Balance  Sheet  at  cost,  but  the  auditors'  report,  which 
is  printed  at  the  foot  of  the  Balance  Sheet,  states  that 
taken  at  the  middle  market  prices  on  the  date  of  the 
Balance  Sheet  there  was  a  depreciation  in  the  securities 
quoted  in  the  Stock  Exchange  Hst  of  ;f  18,963  17s.  4d. ; 
this,  however,  is  of  course  covered  several  times  over 
by  the  General  Reserve  Fund  of  ;f  50,000. 


What  ii  a  ^  correspondent  has  forwarded  to  us 
Proipectui?  the  prospectus  of  a  new  company 
which,  of  itself,  does  not  call  for  any  detailed 
comment.  We  observe,  however,  that  it  was  sent  to  a 
member  of  the  Institute  at  his  private  address,  accom- 
panied by  a  circular  letter  sent  by  a  firm  of  Chartered 
Accountants,  of  whom  one  is  the  secretary  of  the  com- 
pany. This  letter,  while  expressing  the  hope  that  the 
addressee  would  be  able  to  apply  for  shares,  stated  that 
the  present  business  was  most  successful,  and  there  was 
every  prospect  of  an  increase  both  in  the  receipts  and 
in  the  future  value  of  the  property.  Apart  altogether 
from  the  question  of  the  desirability  from  a  professional 
point  of  view  of  one  member  of  the  Institute  thus  writing 
to  another,  we  may  point  out  that  it  is  an  extremely 
open  question  whether  the  circular  in  question  is  not  a 
prospectus  of  the  company  within  the  meaning  of  the 
Act.  However  that  may  be  it  is,  we  think,  beyond 
discussion  that  the  practice  of  supplementing  printed 
prospectuses  by  letters,  whether  circular  or  otherwise, 
still  further  enlarging  upon  the  advantages  of  the 
shares  offered  for  subscription  is  open  to  the  gravest 
abuse  if  such  letters  be  not  in  law  prospectuses  ;  while 
if,  on  the  other  hand,  our  impression  is  correct,  and 
they  are  held  to  be  prospectuses,  then  the  practice  is 
one  of  extreme  danger  to  those  who  take  part  in  it  or 
allow  it  to  be  done. 


DeciiloBB  In  the  ^°  common  with  most  of  our  legal  con- 
Honie  Qt  Lord!,  temporaries  we  have  had  occasion 
from  time  to  time  to  draw  attention  to  the  fact  that  the 
infrequent  sittings  of  the  House  of  Lords  as  a  judicial 
body  are  detrimental  to  the  interests  of  the  community, 
causing  as  they  do  great  delay  in  the  final  settlement 
of  questions  involving  intricate  points  of  law.  We 
have  not  yet  observed  any  very  notable  improvement 
in  this  respect,  but  we  have  little  doubt  that  most  busi- 
ness men  will  agree  with  us  in  saying  that  even  a  more 
serious  delay  than  that  which  is  at  present  normal 
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would  be  preferable  to  an  earlier  hearing  with  an  in- 
conclusive result ;  and,  indeed,  this  proposition  is  so 
obvious  that  we  should  never  have  thought  of  referring 
to  it  but  for  the  fact  that  it  appears  to  have  been  in 
some  extraordinary  way  overlooked  by  the  law  lords. 
The  Paquin  case,  the  result  of  which  was  announced 
by  some  of  our  contemporaries  on  the  ist  inst., 
raised  a  question  the  considerable  importance  of 
which  had  been  duly  appreciated  in  the  Courts  below, 
but  which  was  set  down  for  hearing  in  the  House  of 
Lords  with  four  Judges  in  attendance,  and  as  they 
were  equally  divided  in  opinion  a  judgment  on  purely 
technical  grounds  was  delivered  dismissing  the  appeal, 
without,  however,  of  course  any  real  decision  being 
come  to  with  regard  to  the  matter.  We  should  have 
thought  that,  in  the  case  of  a  body  where  the  President 
does  not  hold  a  casting  vote,  the  futility  of  sitting  with 
an  even  number  of  Judges  would  have  been  sufficiently 
obvious  to  have  avoided  so  ridiculous  a  contretemps; 
indeed,  the  one  redeeming  feature  about  the  whole 
matter  seems  to  be  that  it  shows  that  the  strictures 
which  were  somewhat  freely  levelled  against  the  ex- 
Lord  Chancellor  have  apparently  no  personal  appli- 
cation whatever. 


Bolloltori  '^^®  Court  of  Appeal  recently  upheld 
IdTltiiK  ai  to  the  decision  of  Mr.  Justice  Walton, 
iBvettmeiitg.  sitting  with  a  special  jury,  in  the  case 
of  Pulling  V.  Earle,  that  the  plaintiff  in  that  action  was 
entitled  to  ^^470  damages  for  loss  sustained  owing,  it 
was  asserted,  to  the  defendant's  negligence.  The  facts 
as  reported  appear  to  be  that  the  defendant,  while  acting 
as  solicitor  to  the  plaintiff,  advised  a  certain  investment 
which  afterwards  turned  out  badly  without  disclosing 
the  fact  that  as  an  underwriter  he  was  interested  in 
the  success  of  the  issue.  Their  Lordships  expressed 
the  view  that  no  doubt  the  defendant  had  acted 
innocently,  but  in  view  of  the  fact  that  he  occupied  a 
fiduciary  position  to  the  plaintiff  it  was  incumbent 
upon  him  to  disclose  his  exact  position  in  relation  to 
the  matter. 


The  Bait  Ham     In  our  issue  of  the  17th  February  last 
ludit  ^e    commented  upon     the     position 

created  by  the  report  of  the  District  Auditor  of  the  East 
Ham  Urban  District  Council,  which  was  issued  in 
August  last,  although  relating  to  the  financial  year 
1903-4.  The  dilatory  procedure  of  official  audits  is  well 
">wn  by  the  fact  that  although  this  Council  has  been 


dissolved  and  its  duties  taken  over  by  a  Corporation 
upwards  of  fifteen  months  since,  the  accounts  of  the  now 
extinct  Council  remain  uncertified  since  the  26th  March 
1903.  In  the  issue  referred  to  we  drew  attention  to 
the  great  delay  that  had  taken  place  not  merely  in  the 
official  audit,  but  also  in  the  inquiry  ordered  by  the 
Corporation.  The  position  would,  however,  appear  to 
be  hardly  yet  in  any  material  way  improved.  Accord- 
ing to  The  Municipal  Journal  the  Committee  of  Inquiry 
made  a  formal  report  to  the  Council  on  the  13th  ult. 
that  a  copy  of  the  clauses  prepared  and  submitted  to 
the  Auditor's  Report  Committee  in  reply  to  the  state- 
ments contained  in  the  auditor's  report,  together  with 
a  copy  of  the  report  referred  to  as  being  read  by  the 
Chairman  of  that  Committee  at  their  meeting  held  on 
the  7th  ult.,  should  be  forwarded  to  each  member  of  the 
Town  Council  for  consideration  by  the  Council  in  Com- 
mittee at  a  subsequent  date.  At  a  subsequent  meeting 
of  the  Council,  however,  the  Committee  reported  that 
they  had  decided  not  to  submit  for  the  approval  of  the 
Council  the  various  clauses  dealing  with  the  report  of 
the  District  Auditor,  and  the  position  would  thus 
appear  to  be  not  very  sensibly  advanced  from  that 
obtaining  at  the  date  of  the  Committee's  appointment. 
Our  contemporary  states,  however,  that  the  Mayor  of 
East  Ham  has  undertaken  that  the  whole  matter  shall 
be  brought  before  the  Council  in  Committee  at  an 
early  date,  and  it  must  be  admitted  that  no  date  that 
could  now  be  fixed  upon  would  be  too  soon. 


Edinburgh  It  will  doubtless  be  remembered  that 
Three  per  Centi.  a  short  time  ago  a  question  was  raised 
in  connection  with  Edinburgh  Corporation  Stock.  The 
Private  Act  of  1894  provided  that  the  stock  was 
**  redeemable  at  the  option  of  the  Corporation  at  par, 
"  after  the  expiration  of  a  period  to  be  fixed  by 
"resolution.  .  .  ."  As  regards  the  first  issue, the 
prospectus  stated  that  the  stock  would  be  redeemable 
on  15th  May  1924,  but  it  was  open  to  question  whether 
this  date  applied  to  later  issues  in  view  of  the  terms  of 
the  Act  and  the  resolutions  of  the  Council  under  which 
the  issues  were  made.  The  Corporation  now  appears 
anxious  to  avoid  any  appearance  of  distinction  between 
the  various  issues,  and  the  Finance  Committee  have 
decided  to  recommend  the  City  Council  at  its  next 
meeting  to  pass  a  resolution  to  the  effect  that  all  the 
issues  of  the  stock  mentioned,  up  to  the  passing  of 
such  resolution,  be  redeemed  at  g^on  May  i6tb  19241 
with  interest  to  date.      ^'^'^^^  ^^^^^       ^ 


April  21,  1906. 


THE    ACCOUNTANT 


495 


The  RftUtiYe      A  correspondent  of  The  Ftnancta I  News , 
MeriU  of  Britlih    .      ^,  r         1     ^u        -^'  1 

and  American     *°  **^®  course    of   a    lengthy  article, 

Innuranoo        seeks  to  show  that  British  offices  are 
PoUelM.         ^^^  ^^gj  advantageous  to  the  investor, 
looked  at  from  the  three  great  points  of  life  assurance, 
which  are  said  to  be : — 

(i)  The  creation  of  an  immediate  estate  in  case  of 
death. 

(2)  An    absolutely    safe    investment    for    savings 

represented  by  annual  premiums. 

(3)  A  proportion  of  profits  in  the  shape  of  a  bonus 

in    addition    to    the    amount    of    original 
insurance. 

As  regards  No.  3,  the  American  offices  are  said  to  be 
showing  falling  results,  and  the  following  short  com- 
parison is  given  to  point  its  own  moral : — 

The  American  The  English 

Company.  Company. 

Per  cent.  Per  cent. 

Expenses  on  Renewals        11-80  5*07 

•          for  obtainini^  new  Business    ..      zi8'02  50*67 

Rate  of  Interest  assured 4  &  3|  ^h 

m              m        earned       ^4  5s.  od.  £4  as.  od. 

The  particular  point  which  the  essayist  appears  to  wish 
to  drive  home  seems  to  be  the  desirability  of  American 
policy-holders  exchanging  into  British  offices. 


conditions  need  never  fear  more  than  twelve  hours 
loss  ;  he  will  catch  it  on  the  following  morning  and  can 
rectify  it. 

In  fact,  I  place  that  as  the  prime  requisite  of  any 
success  ;  close  touch  with  details— both  in  place  and  in 
time." 


TlM  Yaloe      A  semi -millionaire  has  been  telling  the 
off  Detail!.       editor  of  an  American  contemporary* 
how  to  succeed,  and  although  the  result  is  charac- 
teristic, there  is  a  grain  of  truth  in  it  that  should 
not  be  missed : — 

"Most  concerns  that  go  to  the  wall  nowadays  fail 
because  their  managers  don't  know  what  they  are  doing. 
Sounds  almost  foolish,  doesn't  it  ?  But  I  have  seen 
mine  owners  and  mine  managers  come  and  go— mostly 
go— good  business  men,  shrewd,  honest,  pushers,  good 
salesmen.  If  I  asked  ten  of  them  the  exact  cost  of 
mining  a  ton  of  coal  in  their  mines  on  the  preceding 
day,  every  one  of  the  ten  would  look  at  me  in  silent 
wonder  and  ignorance.  Yet  I  have  seen  the  margin  of 
profit  on  coal  so  small  that  a  difference  of  3c.  a  ton  in 
the  cost  of  mining  meant  the  success  or  failure  of  the 
mine. 

I  knew  a  mine  that  went  broke  because  the  males 
had  sore  necks.  The  collars  of  the  harnesses  were  not 
made  just  right;  that  chafed  the  skin ;  that  delayed  the 
little  cars  that  carried  the  coal  to  the  shafts ;  that 
reduced  the  output  of  the  mine  5  per  cent. — and 
expenses  were  the  same.  If  the  manager  of  that  mine 
had  had  daily  reports  the  faulty  collars  would  have 
chafed  the  mules*  necks  only  one  day.  The  mine 
manager  who  gets   daily  reports   on    mine  costs  and 


The  Oatlook  of  A  very  interesting  address  was 
locoantancy.  delivered  by  Mr.  E.  M.  Carter,  F.C.A., 
before  the  members  of  the  Birmingham  Chartered 
Accountant  Students'  Society  last  week,  "  The  Future 
of  Accountancy "  being  the  title  of  the  paper. 
Supported  by  Professor  W.  J.  Ashley  of  the  Birmingham 
University,  the  President  reminded  students  that  not 
only  was  accountancy  a  new  profession,  but  it  had  also 
during  its  short  life  greatly  changed  in  character.  Even 
their  present  state  might  be  merely  a  transitory  one. 
There  was  always  a  hankering  after  official  auditors  on 
the  part  of  some  people,  and  it  behoved  them  to 
strengthen  their  position  and  to  justify  their  position  in 
every  way  possible.  No  consideration  of  personal 
advantage  should  lead  them  to  give  a  certificate  which 
they  did  not  conscientiously  believe  to  be  correct. 
Dealing  with  the  question  of  education,  the  lecturer 
recommended  all  students  to  consider,  before  entering 
on  their  articles,  the  advantages  offered  by  the 
Birmingham  University  in  the  curriculum  leading 
up  to  the  degree  of  the  Faculty  of  Commerce. 
Whenever  they  signed  a  Balance  Sheet  of  a  manufac- 
turing concern  they  ought  to  form  an  independent 
opinion  as  to  the  adequacy  or  inadequacy  of  the  depre- 
ciation written  off  plant  and  machinery,  and  if  they  had 
an  insight  into  technicalities  it  followed  that  they  would 
be  able  to  do  this  more  intelli2:ently.  He  was  pleased 
to  note  that  Chartered  Accountants  were  much  sought 
after  for  the  posts  of  secretary  or  manager  of  limited 
companies,  and  he  hoped  the  day  was  not  far  distant 
when  a  board  of  directors  of  any  large  undertaking 
would  be  looked  upon  as  incomplete  without  a 
Chartered  Accountant  on  it.  Mr.  Carter  then  dealt 
with  the  question  of  Municipal  Accounts,  and  expressed 
a  hope  that  although  the  present  inquiry  did  not 
embrace  the  subject  of  audit  it  would  follow  later. 
Outlining  the  course  of  study  pursued  at  the  University 
for  the  degree  of  Bachelor  of  Commerce,  Professor 
Ashley  reminded  the  students  that  in  accordance  with 
the  regulations  of  the  Institute  of  Chartered  Accoun- 
tants a  degree  in  any  University  enabled  a  man  to  be 
articled  for  three  years  only  instead  of  five.  Therefore, 

as  the  degree  could  be   obtained  /iH^  three  years,  if 
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students  took  the  U Diversity  course  first  and  afterwards 
became  articled,  it  was  a  distinct  saving. 


Maniolpal  ^^^  municipal  traders  do  not  seem  to 
Trading.  have  it  all  their  own  way,  and  at 
Sheffield,  where  for  some  time  past  strong  represen- 
tations have  been  made  by  tradesmen  interested  in 
electric  light  installations  against  what  is  termed  the 
unfair  competition  of  the  electric  light  department  of 
the  corporation,  some  controversy  has  arisen.  An  action 
is  now  said  to  have  been  commenced  in  the  Chancery 
Division  of  the  High  Court  by  the  Attorney -General,  at 
the  instance  of  a  Mr.  Albert  Davidson,  claiming  a 
declaration  that  the  corporation  has  no  power  to  carry 
on  the  business  of  wiring  consumers*  houses  and 
premises,  or  of  supplying  or  fixing  electric  fittings  in 
houses  or  other  buildings,  or  to  sell  motors  outside  the 
city  of  Sheffield,  or  to  expend  in  such  trades  or  busi- 
nesses any  capital  moneys  borrowed  for  the  purposes 
of  their  electric  light  undertaking,  or  the  receipts  of 
such  undertaking.  We  understand  the  action  will  be 
defended.  If  we  remember  aright  similar  complaints 
have  been  made  with  reference  to  the  supply  of  gas 
fittings  by  the  Birmingham  Corporation,  but  we  do  not 
think  any  retributive  measures  have  been  discussed. 


ludlting  and  the  i^^S^^^  ^^om  the  following  advertise- 
Gentler  Sex.  ment,  which  we  cull  from  the  columns 
of  an  American  daily  paper,  the  condition  of  things  since 
"  Adam  delved  and  Eve  span  "  is  still  one  of  progress. 
Or  can  it  be  that,  in  their  feverish  haste  to  divest 
accountancy  of  its  recognised  nomenclature,  our 
cousins  o'er  the  sea  have  allocated  the  word  "  auditing  " 
to  some  of  the  inner  mysteries  of  chiffon  ? 

Young  Girls  wanted  for  our  auditing  office.  Apply 
main  office,  3rd  floor.  Bloomingdale  Bros.,  Lexington 
to  3rd  av.,  59th  to  60th  St. 


Parliament  and  Speaking  at  the  Institute  of  Directors 
Ooinpany  Lav.  last  week  on  "  Company  Law,"  Mr. 
J.  Martin  said  it  was  not  very  creditable  to  a  com- 
mercial nation  that  the  Companies  Acts  should  be 
found  in  a  series  of  statutes  stretching  from  1862  to 
1900.  The  reform  he  considered  to  be  most  pressing 
was  the  codification  of  the  existing  law  relating  to 
joint-stock  companies.  He  saw  no  reason  for  any 
drastic  changes  in  the  law — codification  and  simplifica- 
tion were  all  that  were  required.     In  the  discussion 


which  foll3wed,  one  member  of  the  audience  rather 
ungenerously  suggested  that  the  very  reason  for 
Parliament's  inactivity  in  regard  to  company  law  was 
that  it  included  too  many  lawyers  and  too  few 
business  men. 


Oornere  In        The  '*  cornering  "  of  such  commercial 
France.  commodities  as  come  under  the  phrase 

"  necessities  of  life "  is  a  criminal  offence  in  France, 
and  since  1793  the  barrier  has  been  made  so  strong 
that  all  persons  who  destroy  such  goods  or  permit 
merchandise  of  prime  necessity  to  perish,  whether 
their  own  property  or  not,  are  within  the  Act  and 
therefore  punishable.  Among  the  articles  thus 
protected  are  grain,  bread,  meat,  wine,  vegetables, 
fruit,  butter,  vinegar,  coal,  wool,  silk,  &c.  The 
criminal  code  likewise  prohibits  manipulations  tending 
to  bring  about  an  advance  or  fall  in  price  that 
is  not  warranted  by  the  law  of  supply  and  demand. 
It  may  be  noted  that  tobacco,  being  a  Government 
monopoly,  is  outside  the  protective  scheme.  The 
penalties  consist  of  imprisonment  and  fine  and  the 
placing  of  business  premises  under  police  supervision 
for  from  two  to  five  years.  Companies  are  handled 
quite  as  expeditiously  as  individuals,  for  every  director 
and  employee  in  a  managerial  capacity  is  held  equally 
responsible.  For  a  second  offence  it  is  said  that  the 
penalty  is  so  severe  as  to  almost  result  in  the  exter- 
mination of  the  establishment. 


Imerlca 
and  Corrupt 
Oorporatloni. 


In  a  recent  speech,  which  has  been 
widely  commented  upon  in  the  States, 
Attorney-General  Herbert  S.  Hadley, 
of  Missouri,  dealt  in  a  striking  manner  with  the  over- 
shadowing evil  of  corrupt  corporate  influence.  From 
an  American  contemporary's  report  we  gather  that  the 
Inquisitor  of  the  Standard  Oil  Trust  said  that  a  few 
years  since  a  Justice  of  the  Supreme  Court  declared 
that  four-fifths  of  their  trade  was  owned  by  corpora- 
tions. The  proportion  had  not  decreased,  and  it  was  a 
conservative  statement  fully  sustained  by  investiga- 
tions that  a  large  portion,  if  not  the  greater  portion,  of 
their  commerce  was  owned  by  corporate  interests 
which  were  unlawful  either  in  the  plan  of  their  organi- 
sation or  in  the  method  in  which  their  business  was 
conducted.  He  did  not  believe  that  their  industrial 
system  could  continue  to  exist  half  lawful,  half 
unlawful.  He  believed  that  piibtic  sentiqpent  and 
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conscience  would  require  that  men  who  would  be 
regarded  as  respectable  must  be  honest ;  that  lawyers 
should  cease  to  be  accessories  to  violations  of  the  law 
and  be  true  to  the  principles  and  traditions  of  their 
profession ;  and  that  the  Courts  should  cease  to  place 
the  form  above  the  substance  and  the  method  above 
the  right.  If  they  would  search  for  an  explanation  of 
the  bribery  of  Councils  or  Legislatures  they  would  find 
that  some  business  interest  had  been  seeking  some 
special  privilege  or  dishonest  advantage  which  it  could 
not  obtain  by  the  honest  judgment  of  the  representa- 
tives of  the  people.  Behind  the  political  boss,  sustain- 
ing him  in  his  power,  was  the  industrial  boss,  the 
captain  of  industry,  who  sought  to  profit  thereby.  If 
they  found  a  legislative  Act  unfair  and  unjust  in 
its  provisions  and  its  purposes,  which  had  been 
killed  by  the  use  of  money,  they  would  find  in  the 
great  majority  of  cases  that  it  had  been  directed 
against  some  great  business  enterprise  whose  plan  of 
organisation  or  whose  method  of  business  was  such 
that  it  feared  to  make  an  open  fight  with  the  possi- 
bilities of  resulting  exposure. 


A  Code  for 
Dirooton. 


In  view  of    recent  happenings  it  is 
interesting     to     note    the    following 

resume  of  the  duties  of  a  director  from  The  American 

Bankers*  Magazine: — 

*'  I  do  not  defend  anyone  who  accepts  the  office  of  a 
director  and  knowingly  and  willingly  allows  dishonest 
or  discreditable  transactions  to  take  place  ;  but 
I  do  say  that  in  a  corporation  whose  assets  run  up 
into  millions,  whose  daily  transactions  amount  to 
millions,  whose  business  ramifies  in  a  hundred  di£ferent 
departments,  it  is  impossible  for  a  director,  no  matter 
how  able,  to  do  more  than  attend  to  the  general  matters 
that  are  brought  before  him.  He  must  necessarily  give 
a  wide  scope  to  the  powers  and  functions  of  the  executive 
officers  and  heads  of  departments.  For  him  to  attempt 
to  do  otherwise  would  require  him  to  have  the  heads  of 
Cerberus  and  the  arms  of  Briareus." 


Muniolpal 

OwBorahip  In 

Amorioa. 


A  transatlantic  contemporary  states 
that  no  sane  person  will  regret  the 
defeat  of  the  Elsberg  Bill  at  Albany, 
for  the  measure  was  intended  to  so  amend  the  New 
York  City  rapid  transit  laws  that  separate  contracts 
would  have  been  necessary  for  the  construction, 
equipment,  and  operation  of  extensions  of  the  present 
subway  routes.  The  Bill  has,  moreover,  been  said 
to  have  been  based  on  the  false  and  dangerous 
ground  of   enforcing  as    an  irrevocable  policy  that 


which,  at  the  best,  should  be  no  more  than  a 
permissive  power.  The  municipality  must  be  in  a 
position  to  defend  itself  from  imposition,  but  that 
it  should  embark  on  a  wholesale  course  of  municipal 
trading  or  manufacturing,  or  other  industrial  activity, 
is  said  to  be  altogether  a  different  proposition. 


Alphabot 
Yalaos. 


A  correspondent  of  the  Journal  of 
Accountancy  (New  York)  gives  the 
following  table  of  alphabet  values  in  the  Ledger,  com- 
piled from  over  two  hundred  thousand  names : — 

Per  cent.  Per  cent.  Per  cent. 


1  S.     ..  ivij 

2  B.    ..  9*40 

3  M.    ..  8-95 

4  H.    ,.  805 

5  W.   ..  687 

6  0...  664 

7  R.    ..  500 

8  L.     ..  483 

9  G.    ..  470 


Per  cent, 

xo  K.  ..  457 

11  P.  ..  438 

12  D.  ..  4"i7 

13  F.  ..  396 

14  A.  ..  3-25 

15  T.  ..  2-90 

16  E.  ..  229 

17  N.  ..  2*20 

18  J.  ..  1-87 


19  O.  ..  1*50 

20  V.  ..  I*12 

21  I.  ..  57 

22  U.  ..  '56 

23  Z.  ..  -40 

24  Y.  ..  37 
23  Q.  ..  '18 
26  X.  ..  —100 


On  account  of  the  greater  proportion  of  foreign  names 
in  America  this  table  would  be  quite  unsuitable  here, 
but  it  may  be  useful  for  comparative  purposes. 


During  the  progress  of  the  Inter-State 
and  FaiM  Commerce  Commission's  inquiry  into 
ClasilfloatloDi.  ^jjg  question  of  rebates  and  discrimina- 
tion as  affecting  American  railways,  it  was  said 
that  the  railway  companies  had  permitted  exclusive 
shippers  to  make  false  classifications,  which  is,  of 
course,  simply  rebating  under  another  form.  The  total 
number  of  dishonest  manifests  made  out  in  the  metro- 
politan district,  including  the  Jersey  shore,  totalled 
34,000  in  one  month.  There  were  firms  who  mis- 
described  their  shipments  every  day  and  many  times 
per  day  without  the  slightest  hesitation.  The 
Inspector- General  for  the  Trunk  Line  Association  in 
New  York,  Connecticut,  Massachusetts,  Baltimore,  and 
Philadelphia,  who  told  all  these  interesting  facts,  said 
his  bureau  costs  10,000  dollars  to  run,  and  it  saved 
many  thousands  to  the  railway  companies. 


(Iorre0pon^ence  ani>  finqtttries. 


All  cominaolcatloos  to  the  Editor  jhonld  be 
by  letter  only. 


Licensing  Act,  190^4. 

To  the  Editor  of  The  Accountant. 
Sir, — In  the  case  of  a  house  leased  to  a  brewer  with  a 
nominal  quit  rent,  which  is  less  than  the  proportion  of 

the  licence  deductable  according  toftB^  scale  given  in 
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the  Act,  what   is  the  course  to  be  taken  ?     As  the 

superior  landlord  is  entitled  to  compensation  in  the 

event  of  non-renewal  of  the  licence,  it  seems  only  right 

that  he  should  contribute  proportionately  to  the  annua] 

charge. 

Yours  faithfully, 

Devizes,  April  12th  1906.  D.  OWEN,  F.C.A. 


the 


Debentures. 

(To  the  Editor  of  The  Accountant.) 

Sir, — Will  you  please  state  your  opinion  in 
following  circumstances : — 

A  company  (some  seven  or  eight  years  since)  went 
into  voluntary  liquidation,  and  at  that  time  there  were 
ist  and  2nd  debentures,  which  have  not  been  paid  off 
and  the  property  remains  unsold,  and  the  income  is 
insufficient  to  pay  the  debenture  interest.  Will  you 
please  state  whether  interest  should  cease  from  the 
date  of  the  winding-up,  or,  in  case  of  the  property  being 
realised,  should  the  ist  and  2nd  debenture-holders 
share  the  loss  of  interest  pro  rata  ? 

Yours  faithfully, 

10th  April  1906.  ENQUIRER. 

[It  depends  entirely  upon  the  conditions  upon  which 
the  debentures  were  issued. — Ed.  Acct,'\ 


(To  the  Editor  of  The  Accountant.) 
Sir, — I  should  be  much  obliged  if  you,  or  any  of 
your  readers,  would  answer  the  following  questions : — 


(i)  In  the  case  of  a  debenture-holders*  receivership, 
where  the  debenture  interest  is  in  arrear  and  the 
assets  do  not  realise  enough  to  pay  the  debenture- 
holders  the  full  amount  of  their  claims,  what  proportion 
(if  any)  of  the  amount  distributed  is  to  be  considered 
as  interest  and  what  as  capital,  the  Surveyor  of  Taxes 
having  made  a  claim  for  income-tax  on  debenture 
interest  ? 

(2)  In  the  case  of  a  subscriber  to  a  memorandum  of 
association  who  has  not  paid  anything  on  his  share, 
nor  received  any  scrip  or  share  certificate  for  same, 
would  a  transfer  deed  be  necessary  in  order  to  transfer 
his  interest  in  the  company  ? 

Thanking  you  in  anticipation, 

I  am,  yours  faithfully, 

April  loth  1906.  T.  E.  A. 

[  (i)  Income-tax  is  payable  upon  all  interest  received, 
but  only  on  interest.     (2)  Yes. — Ed.  Acct.] 


The  St.  Marylebone  Electric  Li^htlns  Accounts 
and  the  Local  Govern ment  Board  Auditor. 

fTo  the  Editor  of  The  Accountant.) 
Sir,— The  Council  of  the  above-named  Metropolitan 
Borough  has  just  issued  its  annual  report  and  abstract 
of  accounts  for  the  year  ended  31st  March  1905.  At 
page  75  of  the  abstract  one  finds  the  following  net 
Revenue  Account  in  connection  with  its  now  famous 
electric  lighting  undertaking,  with  a  most  remarkable 
foot-note : — 


Dr. 


No.  4.     Net  Revenue  Accodnt  at  31st  March  1905. 


Cr. 


1.  To  Balance  brought  from  ReYenue  Account  (!!••  S). . 

2.  »    Expenses  oi  obtaining  Loans 

3.  Interest  on  Loans  and  Bank  Advances * 

4.  Proportion  of  Cosis  of  obtaining  Order  and  Act  of  1901 

and  Act  of  1904  (transferred  from  Suspense  Account, 
No.  5) 

To  Cr.  Balance  carried  forward      * 


£  s  d 

2,119  12  9 

2,381  4  2 

15.5:^5  19  6 


X.043 


21,069  18  2 
15,965  19  o 


£37,035  17    2 


By  Interest  receivable  from  Metropolitan  Electric  Supply 
Company,    '  "  ...... 

5th  July  1904 


s   d 


37,035  17   2 


£37.035  17   a 


Mem.— *  Interest  on  Loans  accrued  to  date,  but  not  due  for  payment,  amounting  to  £21,109  os.  3d.  has  been  omitted  by  request 
of  the  Local  Government  Board  Auditor.    Taking  this  liability  into  account,  there  is  a  Dr.  Balance  at  dale  of  £5,143  is.  3d. 


The  foot-note  has  evidently  been  placed  there  by  the 
Borough  Accountant  and  Electrical  Accountant  of  the 


Council,  as  the  aggregate  Balance  Sheet  (p.  90),  certified    Auditor  ? 


ments  of  a  Government  Statistical  Department  and 
their    so-called    independent    official,     the    District 


by  the  District  Auditor  on  the  17th  November  1905, 
shows  the  credit  balance  of  ;f  15,965  19s.  on  Electricity 
Account.  What  can  be  the  value  of  the  accounts  of 
a  municipal  trading  undertaking  which  are  made  up 
and  finally  passed  in  this  manner  to  suit  the  require- 


Unless  the  St.  Marylebone  Order  of  1901,  and  their 
Acts  of  1901  and  1904,  contain  provisions  enabling  the 
deficiency  of  income  in  any  year  to  be  postponed,  it  is 
clear  that  the  ratepayers  of  the  borough  during  1905- 
1906  have  escaped  raising  a  legitimate  burden  of 
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;£'5,i43  IS.  3d.  which  should  have  been  cast  upon  them, 
and  this  forsooth  "  by  request  of  the  Local  Government 
Board  auditor  " ! 

The  London  County  Council  also  seem  to  believe  in 
the  omnipotence  of  the  District  Auditor,  as,  in  their 
fresh  proposals  for  the  equalisation  of  rates  as  between 
the  rich  and  poor  London  boroughs,  they  propose  to 
select  certain  classes  of  net  expenditure  (e,g.^  roads 
maintenance,  street  lighting,  public  health,  sewerage 
and  drainage  works)  to  rank  for  equalisation,  but  care- 
fully exclude  revenue-producing  undertakings,  such  as 
public  libraries,  baths  and  washhouses,  burial  grounds, 
electric  lighting,  and  housing  of  the  working  classes, 
classifying  them  as  optional  services. 

Can  the  District  Auditor  be  trusted,  in  the  face  of 
the  Marylebone  incident  narrated  above,  to  ascertain 
the  exact  surplus  or  net  deficiency  on  the  optional 
services  which  will  be  required  to  be  deducted  from  or 
added  to  the  net  cost  of  the  local  services  common  to 
the  metropolis  ? 

Yours  faithfully. 

Fellow  of  the  Institute  of  Municipal 
Treasurers  and  Accountants. 
London^  gth  April  1906. 


KcvicvoB. 


Per«oiial  and  Domestic  Accounts. 


By  J.  G.  P.  Ibotson,  A.C.A. 


London,  1906:  Gee  &  Co.,  34  Moorgate  Street,  E.G. 
Price  IS. 
This  little  handbook  will  be  found  of  value  to  the  man  of 
afiairs  who  desires  to  keep  an  account  of  his  personal 
transactions  in  a  manner  which,  while  making  no  great 
demands  upon  his  time,  will  yet  serve  all  reasonable 
purposes  of  record  and  comparison.  With  a  view  to 
completeness  chapters  have  been  added  upon  Income-tax 
and  Trust  Accounts,  but  the  attempt  has  been  made  to  deal 
with  these  within  such  narrow  limits  that  their  practical 
value  is  of  necessity  materially  curtailed. 


Some  Account  of  Wymondley  Priory. 


By  W,  H.  Fox,  F.S.A..  F.C.A. 


London,  1905 :  Dalziel  &  Go.,  Lim.,  The  Gamden  Press. 
This  pamphlet,  excellently  got  up  in  old-fashioned  style, 
is  a  reproduction  of  a  paper  read  by  Mr.  Fox  at  a  meeting 


of  the  East  Herts  Archseological  Society  held  on  the  31st 
August  last,  which  will  be  found  of  especial  interest 
to  those  of  our  readers  who,  like  its  author,  are  of  an 
antiquarian  turn  of  mind,  but  which  to  the  majority  will 
probably  be  chiefly  noteworthy  for  its  reproduction  of  an 
inventory  of  the  Priory's  belongings  on  the  3rd  March  1537, 
the  date  presumably  when  the  monastery  was  dissolved. 
We  gather  that  in  those  days  2s.  an  acre  was  a  fair  valuation 
for  corn  land,  but  that  cart-horses  with  their  harness  were 
worth  5s.  apiece.  It  might  be  of  interest  to  some  to 
compare  these  values  with  those  comprised  in  the  inventories 
now  being  taken  in  France  with  so  much  trouble. 


Law  for  the  Million. 


By   A   Practical   Lawyer. 


London,  1906:   Simpkin,  Marshall  &  Go.,  Lim. 
Second  Edition.     Price  is.  6d.  net. 

The  volume  now  before  us  belongs  to  a  class  with  which 
we  can  profess  no  very  great  sympathy,  representing  as  it 
does  the  tit-bits  order  oi  knowledge,  which  is  so  typically  a 
dangerous  thing.  At  the  same  time  it  must  be  admitted 
that  in  the  course  of  its  288  pages  it  contains  a  remarkable 
amount  of  miscellaneous  interesting  information. 


Aeetin00  for  tbe  ensuing  TnieeR« 


Tuesday — iNSTrruTS  of  Ghartbred  Accountants. — General 
Purposes  Gommittee,  3  p.m. 

H^fJ«#«fay— Institute    op    Ghartered   Accountants. — 
Library  and  Publication  Gommittee,  2.30  p;m. 

Leicester  Ghartered  Accountants  Students* 
Society.— Lecture,  "  The  Sale  of  Goods,"  by  Mr.  E. 
Huntsman,  Solicitor  (Nottingham),  at  Winchester 
House,  I  Welford  Road ;  7  p.m. 

TAtfrsAiy— Institute     of     Ghartered     Accountants. — 
Investigation  Gommittee,  3  p.m. 


Mr.  W.  a.  Foyle,  Educational  Bookseller,  announces  that 
owing  to  a  large  increase  in  trade  he  is  taking  more  extensive 
premises  at  135  Charing  Cross  Road,  W.C. 

Harmsworth  Encyclopaedia.— Parts  28  and  39  of  this 
invaluable  publication  have  now  been  issued.  Each  part  consists 
of  x6o  pages  of  matter  profusely  illustrated. 
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SbefneI^  Cbartere^  Hccountantd 
Stubents'  Societs. 


Colliery   Accounts. 


By  A.  Duncan  Barber,  F.C.A. 


A  LECTURE  delivered  to  the  members  of  the  above 
Society,  March  21  1906. 

History. 

The  first  traces  of  coal  were  found  in  connection  with 
the  ancient  Briton's  iron  works  at  Sheffield,  but  it  was  not 
until  the  reign  of  Henry  III.,  in  the  12th  century,  thajt  the 
first  State  record  appeared  in  the  form  of  a  Charter  to  the 
burgesses  of  Newcastle-upon-Tyne  to  dig  for  coal. 

Coal  was  first  brought  to  London  in  the  reign  of 
Edward  I.,  and  its  introduction  was  strongly  opposed  for 
some  considerable  time;  indeed,  Edward  II.  received  a 
petition  from  Parliament  against  the  black  smoke  which 
resulted  from  its  use,  the  petition  stating  that,  "if  His 
"  Majesty  had  any  love  for  a  fair  garden,  a  clean  face,  or 
"  a  clean  shirt  and  ru£F,  and  if  he  did  not  wish  his  subjects 
"to  be  dhoked,  or  at  the  very  least  to  be  smoked  into  bad 
"hams,  to  forbid  all  use  of  the  new  and  pestilent  fuel  called 
"coal.**  The  King  therefore  issued  a  proclamation  for- 
bidding its  use,  but  the  traders  who  wanted  it  for  their 
business  purposes  secretly  agreed  to  continue  to  use  it, 
but  were,  of  course,  betrayed  by  the  smoke,  which  they 
could  not  consume,  and  had  forgotten.  However,  in  less 
than  twenty  years  it  was  burnt  in  the  Palace,  and  not 
paid  for,  as  the  coal  merchants  had  to  petition  Parlia- 
ment for  payment  of  their  bills. 

In  much  later  times  duties  on  the  import  of  coal  into 
London  were  a  fruitful  source  of  municipal  revenue. 
Throughout  the  greater  part  of  the  19th  century  these 
duties  were  applied  for  improvements  carried  out  by  the 
London  municipal  authorities,  including  the  building  of 
bridges  and  street  widening,  as  well  as  opening  new 
streets  and  the  making  of  embankments,  such  as  the 
Victoria  and  Albert  Embankments,  and  that  at  Chelsea. 
Holbom  Viaduct,  Farringdon  Street,  and  Northumberland 
Avenue  are  three  improvements  carried  out  with  the  money 
received  from  these  dues. 

Constitution, 
A  colliery  consists,  as  you  will  know,  of  a  coal  seam  or 
seams  underground,  a  shaft  or  shafts  sunk  into  the  ground  j 
to  communicate  with  the  seam,  and  usually  buildings  for  | 


engine-house,  offices,  store  room,  &c.,  as  well  as  plant, 
which  I  will  deal  with  in  detail  presently. 

The  word  "usually  "  is  inserted,  because  I  do  know  of 
one  colliery,  or  perhaps  I  should  say  coal  mine,  in  the 
North  Riding  of  Yorkshire  which  consists  only  of  a  seam, 
a  shaft,  and  a  rope  and  basket  fixed  to  a  pulley  on  the 
principle  of  an  old-fashioned  well.  There  is  only  one 
miner — who,  I  believe,  is  alsp  the  owner — and  he  climbs  a 
mountain  from  necessity  wh^iever  he  goes  to  work.  This 
mine  was  visited  by  some  friends  of  mine  who  were 
geologising  amongst  the  hills  in  the  district  during  the 
summer  which  followed  a  very  large  strike  in  the  South 
Yorkshire  co^  district.  This  strike,  which  began,  I  think, 
in  the  autumn  of  1889,  had  then  lasted  eight  or  nine 
months,  and  my  friends  imparted  to  this  lonely  miner  the 
first  news  of  the  strike  which  had  reached  him.  He  there- 
upon promptly  raised  his  price  by  two  shillings  a  basket, 
and,  for  all  I  know,  may  still  be  obtaining  the  increased 
price  to  this  day. 

I  cannot  say  what  system  of  bookkeeping  he  favours, 
if  any,  but  we  may  conclude  that  it  is  probably  very  single, 
or  perhaps  singular,  entry,  and  in  this  paper  I  propose  to 
deal  with  a  more  modem  and  elaborate  conceam,  necessi- 
tating a  modem,  elaborate,  and  accurate  set  of  accounts. 

The  plant  of  a  well-equipped  colliery  consists  princi- 
pally of  winding-engine,  with  endless  wire  rope ;  head 
gear  above  the  shaft,  covered  by  a  roof  of  corrugated  iron  ; 
cages  for  taking  the  miners  down  the  pit,  and  for  drawing 
up  the  coal  and  the  men  when  their  work  is  done;  fan 
engine  for  supplying  fresh  air  to  the  workings ;  corves  and 
light  rails  underground ;  locomotives ;  wagons ;  sidings 
with  heavy  metal  rails  above  ground,  with  slack  washers 
and  screens  for  riddling  the  coal  and  dirt  brought  from 
below ;  coke  ovens ;  blacksmith's  and  carpenter's  shops ; 
and  weighing  machines,  &c.  &c. 

Seams  and  Royalties. 

The  principal  South  Yorkshire  seams  are  at  two  depths— 
an  upper  seam  and  a  lower  seam :  the  first,  hard  coal  of 
good  quality ;  the  second,  soft  coal  suitable  for  boilers  of 
all  kinds. 

A  colliery  either  holds  the  freehold  or  a  long  lease,  for 
which  it  has  paid  a  lump  sum,  or  it  leases  the  seam  for  a 
short  term  of  years  at  a  minimum  rent  and  a  royalty,  the 
amounts  paid  depending  *on  the  class  of  coal,  the  thick- 
ness and  depth  of  the  seam,  and  similar  considerations. 

I  will  now  take  the  Revenue  Account  headings,  and  give 
some  notes  on  the  Pri«e?^|||,|^sGoOgle 


April  21,  1906. 


THE    ACCOUNTANT 


501 


Taking  the  credit  side  first,  we  have :  — 

Coal  Sales. — ^These  are  effected  through  ageMs  at  coal 
depdts,  whidi  you  will  see  established  at  railway  stations 
and  other  places.  Collieries  also  enter  into  contracts 
direct  with  large  consumers — such  as  railway  companies, 
steamship  companies,  and  large  manufacturers ;  so  that 
you  will  see  that  good  business  ability  and  sound  judgment 
as  to  the  best  time  for  making  contracts  are  required  from 
the  management.  When  the  trucks  or  railway  wagons  are 
loaded  they  are  weighed  before  being  despatched.  The 
weights  are  recorded  in  the  Weight  Book,  which  is  ruled  to 
show  all  necessary  details — ^Date,  Destination,  To  whose 
Account,  Gross  Weight,  Tare  of  Truck,  Net  Weight  of 
20  cwt.,  and  Charged  Weight  of  21  cwt.  to  the  ton,  it  being 
the  custom  of  the  trade  to  give  an  extra  hundredweight  on 
each  ton  sold. 

From  this  book  the  invoices  are  made  out,  and  the  form 
of  declaration  upon  which  carriage  is  charged  is  made  to 
the  railway  company. 

The  invoices  are  posted  to  the  Weight  Ledger,  which 
contains  an  account  for  each  customer,  and  at  the  end  of 
a  month  the  totals  of  the  custocners'  accounts  are  ruled  off, 
and  put  through  the  Day  Book  to  be  posted  to  the  debit  of 
the  customer  in  the  Sales  Ledger. 

Carriage  of  Coal, — In  addition  to  the  actual  cost  of  the 
coal  sent  to  customers,  they  are  charged  with  carriage 
thereon,  the  rate  varying  with  the  distance  over  which 
delivery  must  be  made.  For  this  reason  unifortunate 
people  like  myself,  who  live  literally  over  a  coal  mine, 
can  get  good  house  coal  ior  12s.  or  X3S.  a  ton,  whilst  the 
happy  inhabitants  of  London,  or  its  suburbs,  must,  or 
may,  pay  nearly  twice  as  much,  or  even  more  than  that. 

To  check  the  Railway  Carriage  Accounts,  and  to  obtain 
the  proper  amounts  to  be  charged  to  customers,  the  Weigh 
Book  is  abstracted  daily  to  show  wagons  charged,  weight 
declared  on  account  of  customer,  and  customers^  wagons. 

If  the  collieiy  is  well  supplied  wit^  wagons  this  item 
will  appear  as  a  good  credit  to  Revenue ;  but  if  the  rail- 
way companies  provide  the  wagons  it  may  be  that  the 
credit  will  be  only  small,  or  it  may  even  be  that  there  is 
a  debit  to  Revenue  on  this  account. 

Accounts  aire  sent  out  to  customers  early  in  the  month 
following  delivery,  and  are  payable  by  the  end  of  the  same 
month,  or,  in  a  few  instances,  by  the  end  of  the  quarter. 
Net  prices  are  charged  (no  discount  being  allowed),  and 
paynaent  is  in  almost  every  instance  made  promptly  at  the 
due  date.  Prices  are  generally  cut  very  fine,  so  that  a 
colliery  cannot  afford  to  have  any  bad  debts,  and  accounts 
are  not  allowed  to  run  on  if  the  management  is  good ;  and 


their  customers  knowing  this  almost  always,  as  I  have 
said,  pay  promptly,  so  that  the  auditor's  duties  in  this 
connection  are  not  very  difficult  of  performance,  as  he  will 
find  on  his  final  visit,  say  five  weeks  after  the  close  of  the 
year,  that  almost  all  the  debtors  appearing  on  the  Balance 
Sheet  have  since  paid,  and,  in  addition,  that  the  Cash 
Book  is  posted  up  to  the  day  on  which  he  makes  his  visit. 

Land  Sale. 

Another  branch  of  the  sales  of  coal  are  known  as  Land 
Sales.  These  are  sales  made  direct  for  cash  or  short 
credit  to  local  consumers,  including  employees. 

lliese  sales  are  made  direct  from  the  pit  mouth  by  cart, 
and  the  weights  are  recorded  in  the  Land  Sale  Weigh 
Book,  and  from  there  put  through  the  Day  Book,  and 
posted  to  the  Land  Sale  I^edger  or  to  a  Land  Sale  Account 
in  the  Sales  Ledger. 

The  coal  supplied  to  employees  is  paid  for  periodically 
by  deduction  from  the  wages,  so  that  practically  no  credit 
is  given  to  the  men  ;  but  the  other  land  sale  customers  can 
obtain  credit,  and  the  accounts  often  require  careful  atten- 
tion from  the  auditor,  for  as  the  amounts  are  small  they 
are  liable  to  be  overlooked. 

Cottage  Rents. 

A  colliery  usually  owns  property  near  the  pits,  for  the 
convenience  of  its  workmen,  and  obtains  the  rents  weekly 
by  deduction  from  the  wages. 

The  expense  of  Repairs,  Rates,  Taxes,  and  Insurance 
should  be  charged  against  the  Rents  Received,  leaving,  let 
us  hope,  a  balance  to  the  credit  of  Profit  and  Loss  Account 
to  cover  interest  on  the  capital  thus  invested. 

"Royalties  Received. 

The  coal  owner  may  find  tha*  he  can  with  advantage 
sub-let  a  portion  of  his  coal-field,  and  he  will  grant  a  lease 
to  another  colliery,  and  receive  in  return  annual  royalties 
or  minimimi  rents. 

I  shall  deal  fully  with  the  royalties  when  we  come  to 
consider  the  other  side  of  our  account,  and  so  will  only 
say  here  that,  whether  the  royalty  is  received  or  paid,  the 
same  terms  usually  apply. 

Receipts  under  this  heading  should  be  apportioned,  part 

being  carried  to  reserve  for  replacement  of  the  capital 

invested  in  the  wasting  asset,  the  balanoe  being  revenue. 

The  terms  of  the  lease  and  the  special  circumstances  of 

each  case  must  be  taken  into  consideration  in  arriving  at 

the  apportionment,  which  should  be  made  by  the  mining 

expert,  and  not  by  the  auditor  C^  r^  r^  t-^\  r->. 
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Farms  Account. 
In  the  accounts  under  notice  there  appears  in  the  Balance 
Sheet  under  the  ProEt  and  Loss  heading  an  item  for  profit 
of  farms.  We  will  suppose  that  our  colliery  owns  two 
farms,  with  a  farm  bailiff  to  manage  them,  and  in  these 
unsatisfactory  times  of  agricultural  depression  it  is  pleasant 
to  see  a  balance  usually  on  the  right  side.  It  should,  how- 
ever, be  stated  that  no  rent  such  as  would  be  charged  to 
an  outside  tenant  appears  in  these  accounts ;  and,  on  the 
other  hand,  there  is  no  heavy  charge  against  the  colliery 
for  damage  to  land  and  crops  from  their  smoking  chimney 
and  coke  ovens. 

The  whole  business  of  farming  is  carried  on:  beasts, 
sheep,  pigs,  and  poultry  are  bought,  reared,  and  sold ;  and 
com,  oats,  barley,  hay,  turnips,  &c.,  are  grown  and  sup- 
plied to  the  colliery,  as  well  as  sold  to  customers. 

Then  the  farm  pasture  land  is  used  to  provide  rest  and 
refreshment  for  the  pit  ponies  when  they  are  brought  out 
of  the  pit  for  a  holiday  above  ground. 

Although  the  accounts  of  our  concern  are  made  up  half- 
yearly,  and  June  30th  is  the  end  of  the  financial  year,  the 
farm  results  are  brought  into  Profit  and  Loss  Account  at 
December  only,  for  this  reason,  that  at  June  there  is  an 
unascertained  value  for  growing  crops.  The  amount  can, 
of  course,  be  obtained  by  valuation,  but  to  save  an  annual 
expense  the  debit  balance  on  Profit  and  Loss  Account  is 
carried  forward  to  the  second  half  of  the  year,  and  is 
usually  converted  into  a  credit  or  profit  by  3i8t  December. 

The  capital  invested  in  each  farm  consists  of  valuation, 
live  and  dead  stock,  and  book  debts. 

The  receipts  and  payments  pass  through  the  hands  of  the 
Colliery  Commercial  Department,  so  that  cash  at  bank  or 
in  hand  is  merged  in  the  general  accounts. 

The  valuation  includes  the  growing  crops  already 
referred  to,  and  the  farm  tools  and  implements  cover  carts, 
ploughs,  reapers,  threshing  machines,  loose  tools,  &c. 

We  now  turn  to  the  other  side  of  our  Revenue  Account. 

Royalties  Payable, 
As  has  already  been  stated,  the  colliery  owns  the  free- 
hold, or  a  long  lease,  of  its  coal-field,  or  it  holds  a  short 
lease,  under  which  it  pays  a  minimum  rent  and  a  royalty. 
For  example,  we  will  suppose  that  our  company's  coal- 
field is  partly  freehold  and  partly  short  leasehold. 

As  regards  the  freehold  coal,  there  is,  of  course,  no 
royalty  to  be  paid,  but  the  seam  has  only  a  life  of,  say, 
50  years,  at  the  end  of  which  period  it  will  be  worked  out, 
or,  in  other  words,  there  will  be  no  more  coaJ  to  get.  It 
is  therefore  only  prudent  to  set  ajiide  an  annual  sum  to 


Reserve  Account  to  replace  the  wasting  asset,  and  this 
sum  is  obtained  by  charging  to  Revenue  Account  annually 
a  royalty  on  the  freehold  coal  worked.  Accuiate  measure- 
ments are  made  by  the  colliery  surveyor,  and  a  royalty 
of  so  much  per  acre  is  calculated  on  the  area  worked,  and 
the  amount  charged  accordingly.  The  rate  per  acre  is 
dependent  on  the  thickness  of  the  seam,  the  quality  of  the 
coal,  and  its  situation,  these  considerations  having 
regulated  the  original  cost,  the  amount  varying  from  /bo 
to  /600  per  acre. 

Turning  now  to  the  short  leases  of,  say,  seven,  twelve,  or 
fifteen  years,  the  company  pays  perhaps  jfsoo  per  annum 
minimum  rent,  and  ;^5o  per  acre  as  royalty  on  coal  worked 
in  excess  of  six  acres — that  is,  the  company  must  pay  /300 
per  annum,  even  if  it  works  none  of  the  coal  which  is  the 
subject  of  the  lease.  There  will,  however,  be  a  clause  in 
the  lease  providing  that  the  amount  paid  in  early  years  as 
minimum  rent  may  be  applied  in  discharge  of  royalties  doe 
on  coal  worked  in  later  years  in  excess  of  the  minimum 
rent.    For  example,  suppose  the  lease  is  seven  years :  — 

First  year's  Coal  worked,  nil.  Rent  paid  /300 

Second  Do.        2  acres.  Do.       /300 

"Third  Do.        7    ,,  Do.        /300 

Fourth  Do.        9    ,,  Do.       /300 

Fifth  Do.  12    ,,  Do.        /300 

Sixth  Do.  15     ,,    Royalty  paid  jf  750 

Seventh  Do.        3    ,,  Rent  paid  ^^300 

and  the  payments  of  minimimi  rent  would  be  dealt  with  in 
the  accounts  as  follows:  — 

First  year :  No  coal  worked.  Rent  paid,  £yoo ;  appears 
on  the  company's  Balance  Sheet  as  an  asset,  under  the 
heading  of  "  Short  Workings  Suspense  Account." 

Second  year:  Two  acres  worked.  Rent  paid,  £yx>. 
;£ioo  is  charged  to  Trading  Account  as  royalty  paid  on 
coal  worked,  and  ;£2oo  is  added  to  the  Suspense  Account 
on  the  Balance  Sheet,  which  now  stands  at  £$00, 

Third  year :  Seven  acres  worked.  ;^3oo  paid,  but  ;f 350 
charged  to  Trading  Suspense  Account ;    now   stands  at 

Fourth  year  :  Nine  acres  worked.  ;^3oo  paid,  but  £^$0 
charged   to  Trading   Suspense   Account ;    now  stands  at 

Fifth  year  :  Twelve  acres  worked.  ;£3oo  paid,  but  £^00 
to  Trading.    Suspense  Account  balance,  nil. 

Sixth  year :  Fifteen  acres  worked.  £tso  paid  and 
charged  to  Trading. 

Seventh  year:  Three  acres  worked.  Rent  paid,  £z^\ 
must  be  charged  to  Trading  because  the  lease  is  expired, 
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and  it  is  not  likely  that  it  can  be  renewed,  for  a  reason 
which  is,  I  hope,  obvious. 

Of  course,  all  this  depends  on  the  terms  of  the  lease, 
which  the  auditor  should  see  in  order  to  verify  the  Suspense 
Account  asset  during  the  earlier  years.  He  must  also 
satisfy  himself  that  there  is  a  reasonable  probability  of  the 
company's  ability  to  work  out  this  asset  during  the  term 
of  the  lease.  Suppose  that  when  the  coal  was  being 
worked  the  seam  was  flooded  by  the  tapping  of  a  spring, 
and  work  was  continually  delayed  in  consequence,  and 
that,  to  take  an  extreme  case,  the  company  never  once 
during  the  seven  years  worked  as  much  coal  as  the  six 
acres  required  to  make  up  the  minimum  rent,  the  Suspense 
Account  would,  according  to  the  terms,  be  piling  up,  and 
latex  the  auditor  might  be  called  upon  by  the  Law  Courts 
to  make  good  dividends  declared  and  paid  out  of  capital. 

Wages  of  Workmen  cover  the  underground  managers, 
miners,  pit  labourers,  banksmen,  smiths,  joiners,  engine 
•*  tenters,"  locomotive  drivers  and  stokers,  shimters  and 
livbourers  above  ground.  With  the  exception  of  the  miners, 
the  wages  are  datal — i.e.y  the  men  are  paid  so  much  per 
day's  work. 

The  miners  are  paid  at  so  much  per  ton  of  coal  got,  and 
record  of  this  is  kept  at  the  pit  bank  machine  office,  where 
the  coal  brought  to  the  surface  in  tubs  is  weighed  and 
recorded  by  the  weighman,  who  acts  for  the  owners,  and 
the  check  weighman,  who  acts  for  the  men.  Tallies  are 
sent  up  with  the  tubs,  and  handed  into  the  office  to  show 
who  is  the  actual  coal  getter  for  each  tub  or  set  of  tubs. 
The  men  are  paid  at  20  hundredweights  to  the  ton,  and  the 
wag«s  are  made  up  weekly  to  the  Wednesday  night,  and 
paid  on  the  Friday. 

The  pits  work  two  shifts  in  the  24  hours — a  day  shift 
from  6  or  6.30  a.m.  to  3.30  or  4  p.m.,  and  a  night  shift 
from  7.30  or  8  p.m.  to  5  or  5.30  a.m.,  with  two  half-hour 
intervals  for  sustenance. 

Along  with  the  coal  sent  up  there  is  often  a  proportion 
of  dirt,  as  much  as  12  to  14  inches  occurring  in  the  seam, 
and  this  is  allowed  to  the  men  in  their  wages  as  though  it 
were  coal.  If  the  band  of  dirt  extends  beyond  this  width 
the  seam  is  considered  to  have  divided  into  two,  and  one 
or  both  are  then  worked  separately.  There  are  one  or  two 
ways  of  treating  these  bands  in  the  men's  wages,  and 
occasionally  they  cause  friction  of  a  more  or  less  serious 
nature  between  the  colliery  owners  and  their  workmen. 

The  wages  are  made  up  from  the  records  of  the  weigh 
office  by  a  member  of  the  commercial  office  staff,  the  check- 
ing is  done  by  another  clerk,  and  the  actual  payment  is 
made  by  a  third.    The  manager  should  occasionally  be 


present  when  payment  is  made,  and  the  rule  as  to  putting 
this  work  into  as  many  hands  as  possible  applies. 

The  datallers  apply  for  tallies  on  presenting  themselves 
for  work,  and  return  them  on  leaNdng,  and  their  attend- 
ances and  times  of  arrival  and  departure  are  recorded,  and 
from  this  information  their  wages  are  made  up. 

In  addition  to  the  auditor's  duty  of  seeing  that  a  good 
system  of  wages  preparation  and  payment  is  in  force,  he 
must  not  overlook  the  fact  that  the  company  has  always 
as  much  as  two  days'  wages  in  hand,  and  should  see  that 
a  reserve  is  made  up  to  the  last  day  of  the  financial  period 
for  wages  accrued. 

Salaries  and  Office  Wages  cover  the  management,  the 
commercial  department,  clerks,  travellers,  and  agents. 
Under  this  heading  there  will  also  be  included  the  consult- 
ing engineer,  the  mining  engineer,  and  the  colliery 
surveyor. 

Any  changes  in  the  appointments  or  salaries  should  in  a 
private  firm  be  recorded  in  the  Personal  Salary  Accounts 
in  the  Private  Ledger,  or  Salaries  Ledger,  and,  if  a  com- 
pany, in  the  Directors'  Minute  Book,  which  the  auditor 
should  ask  to  see. 

Stores  and  Materials. 

An  accurate  system  of  storekeeping  is  essential,  as  in  all 
manufacturing  businesses. 

Requisitions  signed  by  the  manager  are  issued  periodi- 
cally for  all  stores  required,  and  should  be  returned  with 
the  invoices  that  accompany  the  deliveries,  and,  in  addi- 
tion, as  these  come  in  they  should  be  recorded  in  the 
Stores  Book  under  Stores  Received. 

This  book  is  ruled  with  Analysis  columns  covering  the 
principal  items— such  as  Iron  and  Steel,  Timber,  Oil  and 
Grease,  &c. — the  left-hand  page  being  for  stores  received, 
and  the  right-hand  page  for  stores  issued.  Stores  should 
only  be  issued  on  an  order  properly  signed  by  someone  in 
authority,  and  specifying  quantities  and  description  of 
what  is  to  be  given  out. 

Care  should  also  be  taken  that  stores  returned  should  be 
re-debited.  For  example,  8-foot  props  may  be  issued,  and, 
after  use,  returned  to  be  cut  down  to  shorter  lengths,  and 
reissued  for  another  part  of  the  pit. 

Cases  of  one  receipt  and  two  issues  have  not  been 
unknown,  and  a  large  discrepancy  very  soon  appeared. 

An  actual  stocktaking  should  be  made  periodically, 
which  on  a  complete  system  should  ^nfirm  the  book 
stocks. 
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Rates  and  Taxes, 
Coliieri«s,  like  other  businesses »  come  under  contribu- 
tion to  the  municipal  (or  urban)  poor  and  district  rates, 
the  assessments  being  based  on  the  annual  value  of  the 
property. 

This  annual  value  professes  to  represent  the  renit  which 
the  owners  could  obtain  if  they  were  to  let  their  coal-field 
and  buildings  to  a  tenant,  less  an  allowance  varying  from 
one-fourtsh  to  one-sixth  meant  to  represent  the  annual 
cost  to  the  landlord  of  repairs. 

Land  tax  and  tithes  also  appear  in  this  account. 

Under  this  heading  there  is  also  income-tax  under 
Schedule  A  for  the  cottage  property  and  for  profits. 

The  preparation  of  the  returns  for  this  last-named  assess- 
ment, and  the  settlement  thereof  with  the  Surveyor  of 
Taxes,  may  be  entrusted  to  the  auditor  in  his  capacity  as 
professional  accountant,  so  that  a  word  or  two  on  this 
subject  may  not  be  out  of  place. 

The  return  is  made  under  Schedule  A,  the  property  tax 
schedule.  According  to  the  rules  under  Schedule  D  the 
business  profits  schedule  and  the  taxable  profits  are  based 
on  an  average  of  five  years  instead  of  three,  as  in  most 
trading  concerns.  There  is  therefore  no  allowance  from 
the  taxable  profits  for  the  property  assessment.  The  prin- 
cipal charges  to  Revenue  not  allowed  as  deductions  in 
arriving  at  taxable  profits  (as  you  will  see,  a  very  different 
matter  from  trading  profits),  are  contributions  to  Coal 
Owners'  Associations,  payments  for  the  hire  purchase  of 
railway  wagons  capitalised,  interest  on  loans  and  deben- 
tures (if  any),  depreciation  based  on  the  life  of  the  mine 
for  capital  sunk  therein,  and  all  minimum  rents  and 
royalties.  The  reasons  for  including  these  items  are  as 
follows :  — 

Coal  Owners'  Association  Payments :  Because  these  are 
in  the  nature  of  special  insurance  not  considered  necessary 
for  the  actual  working  of  the  business.  A  decision  of  the 
Courts  against  the  Ebbw  Vale  Coal  and  Iron  Co.,  Lim., 
governs  this  point.  Presumably  any  benefit  received  from 
such  insurance  would  not  be  taxable. 

Hire  Purchase  of  Wagons  Capitalised  :  Because  this  is  as 
an  addition  to  plant.  The  amount  charged  to  Revenue  as 
hire  only  may  be  treated  as  a  deduction  from  profits. 

Interests :  Because  tax  has  been,  or  should  be,  stopped 
in  making  such  payments  of  interest.  Bank  interest  on  an 
overdraft  is  allowed  as  a  deduction,  because  tax  thereon 
is  accounted  for  to  the  Revenue  by  the  bankers. 

Depreciation :  Because  ordinary  wear  and  tear  of  plant 
is  all  that  is  allowed  by  the  Commissioners.  See  decision 
in  the  Coltness  Iron  Co.'s  case. 


Minimum  Rents  and  Royalties :  Because,  ii  paid,  tax  is 
deduoted;  and  if  royalties  charged  on  freehold  coal, 
because  this  charge  is  in  the  nature  of  a  reserve  to  replace 
a  wasting  asset,  and  as  such  is  not  in  the  eye  of  the  law  a 
charge  necessary  for  carrying  on  the  business. 

Another  item  not  allowed  as  a  deduction  is  the  amount 
actually  paid  in  tax,  because  the  Income-tax  Acts 
specially  provide  for  this. 

All  receipts  and  payments  relating  to  the  cottages  and 
the  farms  are  also  excluded  from  the  taxable  profits  of 
the  colliery,  because  payments  oi  tax  under  Schedules 
A  and  B  respectively  account  to  the  Revenue  for  profits 
from  these  sources. 

If  under  Section  133  of  the  Act  of  1862,  and  amendments, 
there  is  an  appeal  which  can  be  made  for  reduction  of  the 
assessment,  the  taxable  profits  are  based  on  a  three  years' 
average.  The  Surveyors  of  Taxes  say  that  it  is  an  unin- 
tentional concession  to  the  colliery  tax-payer,  and  it  is 
certainly  to  his  benefit ;  for,  to  take  an  example,  su{^se 
the  taxable  profits  are  as  under  for  the  year  of  assessment 
ending  5th  April  1905 — 


1899    ;f9,ooo 

1900    30,000 

1901    50,000 

1902     20,000 

1903     5.OOU 

5)114,000 

;f  24.800 

and  the  year  1904  is  ;^2,ooo,  then  a  three  years*  average, 
including  the  year  of  assessment,  gives: — 


1902 

1903 
1904 


;^20,000 

5,000 
2,000 


3)/27,ooo    Av.  /9,ooo 


Because  the  average  profit  is  reduced  by  including  1904, 
the  two  good  years  i9ox-2  drop  out  of  the  average,  and  the 
company  pays  on  ;f 9,000  instead  of  on  ;f  24,800,  which  at 
IS.  in  the  £  is  2l  handsome  reduction.  There  is,  however, 
this  to  be  said,  that  the  maximum  allowance  for  depre- 
ciation is  low,  3  per  cent,  on  the  value  of  the  plant  being 
all  that  can  be  obtained,  and  this  is  far  from  the  amount 
that  ought  as  a  rule  to  be  written  o£E  the  expenditure  00 
Capital  Account,  if  the  shareholders  or  owners  are  to  find 
their  capital  intact  on  the  termination  of  the  life  of  their 
property. 

Coal  Owners'"  Associaiion  contributions  have  already  been 

mentioned    incidentally.      These  /lu^^^asspciAiqms    for 
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mutual  insuTance  to  cover  risk  of  loss  in  case  of  serious 
accidents  and  strikes.  The  contributions  are  based  on  the 
wages  paid  by  the  firms  who  are  members  of  the  Associa- 
tion, and  are  divided  into  two  classes — subscaiptions  for 
the  Association  expenses,  and  contributions  to  the 
indemnity  funds.  In  case  of  serious  accidents  heavy 
claims  are  liable  to  arise  under  the  Employers'  Liability 
(Workmen's  Compensation)  Act,  an<i  it  is  to  compensate 
owners  for  such  claims  and  for  loss  from  strikes  that  these 
Associations  exist. 

Medical  Aid  and  Subscriptions  appear  amongst  the  dead 
charges,  and  are  both  in  the  nature  of  charitable  assist- 
ance to  their  men. 

The  former  includes  a  subscription  to  the  Workmen's 
Sick  Club,  which  is  often  worked  from  the  office.  The  men 
agree  to  a  deduction  from  their  wages  of  a  few  pence 
weekly  to  the  club  funds,  which  provide  certain  benefits  in 
case  of  members  being  miable^o  work  through  illness. 

The  colliery  also  subscribes  to  local  hospitals  for 
patients'  tickets  for  the  use  of  their  workmen  needing 
hospital  treatsnent. 

Wagon  Hire, — ^The  balance  of  this  account  may  be 
either  a  debit  or  a  credit  to  Trading  Account.  If  the  com- 
pany has  had  occasion  to  hire  wagons  in  place  of  using 
its  own  it  will  be  a  charge  against  Revenue,  and  if  it  has 
been  able  to  let  out  its  own  wagons  it  will  be  an  earning. 

Wagon  Purchase  Account, — At  some  i)eriod  of  its  life  a 
colliery  usually  makes  payments  under  this  heading, 
having  enteced  into  an  agreement  with  a  wagon  building 
company  for  the  purchase  of,  say,  100  wagons.  The  pay- 
ments are  spread  over  a  number  of  years,  we  will  say 
seven,  and  are  made  quarterly,  say,  ;£23o  or  £9^^  P" 
annum.  The  wagons  axe  the  property  otf  the  wagon  com- 
pany till  the  end  of  the  term,  and  the  agreement  provides 
that  the  colliery  may  then  purchase  them  at  one  shilling 
each,  or  some  other  nominal  amount. 

The  total  amount  therefore  paid  for  purchase  and  hire 
is  ;^5,io5,  which  must  be  divided  between  Capital  and 
Revenue.  There  are  one  or  two  ways  by  which  to  arrive  at 
this  division — 

( 1 )  Calculate  the  present  value  of  the  total  payment,  and 
take  that  as  the  Capital.  The  difference  between  the 
present  value  and  the  total  is  the  charge  to  Revenue,  which 
should,  of  course,  be  debited  in  sevenths  annually. 

(2)  Calculate  interest  at  5  per  cent,  per  annum  on  the 
unpaid  quarterly  balances  and  charge  the  interest  to 
Revenue.    This  amount  will  be  a  decreasing  one,  thus — 


3  Months 


Payment    Capital     Interest 


Interest  on 

£ 

£     8d 

£     8d 

£5,100  (gl  5%  per  an 

.  25  Mar.  190S 

230 

166    5  0 

63  15  0 

4,870 

24  June     , 

230 

169    2  6 

60  17  6 

4.640             • 

29  Sept.    , 

230 

172    0  0 

58    0  0 

4,410 

25  Dec.     » 

230 

174  17  6 

55    2  6 

/•<ji^    e  «    «-,^  .e  „  Revenue 
i^^    5  o    237  15  o  Charge 


and  so  on  over  the  seven  years. 


There  is  then  to  be  considered  the  question  of  deprecia- 
tion. The  life  of  a  wagon  may  be  put  at  about  fourteen 
years,  but  for  seven  years  the  wagons  are  not  the  colliery 
owner's  property,  as,  if  he  fails  to  pay  an  instalment,  they 
can  be  claimed  by  the  wagon  company.  It  must  be 
remembered,  however,  that  when  they  do  change  hands 
one-half  of  their  life  will  have  expired,  so  that  assuming 
them  to  be  worth  £$2  each  if  bought  outright  they  should 
then  be  worth  ;^26  each,  or  altogether  ;^2,6oo.  ;^35o 
should  therefore  be  written  off  in  depreciation  annually 
from  the  commencement  of  the  hire  purchase  agreement, 
and  this  at  the  end  of  fourteen  years  will  leave  a  value 
of  ;£3oo,  or  £^  per  wagon,  which  may  be  considered  a 
reasonable  breaking-up  or  scrap  value. 

In  addition,  Revenue  must  bear  the  cost  of  repairs  for 
ordinary  wear  and  tear. 

Under  the  system  just  described  the  earlier  years  will 
have  to  bear  the  larger  interest  charges  as  well  as  the 
depreciation,  and  to  avoid  this,  and  average  the  annual 
charge  to  Revenue,  the  interest  may  be  calculated  in 
advance  and  the  total  charged  in  sevenths  annually. 
D^reciaAion  will  also  be  charged  annually  in  equal 
amounts  per  annum,  and  repairs  as  they  are  required. 

Corves  are  the  small  coal  trucks  or  tubs  which  bring  the 
coal  from  the  workings  to  the  shaft  and  then  to  the  surface. 
The  rough  work  does  not  allow  of  their  lasting  for  more 
than  a  comparatively  short  time,  and  so  each  year  there 
appears  an  item  for  replacements  as  a  charge  against 
Revenue. 

Professional  Charges,  covering  Legal  Costs,  Auditor's 
Remuneration,  and  possibly  Accountancy  Charges  for 
additional  services. 

There  is  naturally  a  certain  amount  of  legal  work  in  con- 
nection with  leases,  purchase  of  properties,  arrangement  of 
mortgages  or  loans,  &c.,  and  a  law  bill  follows  sooner  or 
later.  As  a  rule,  I  should  say  that  this  occurs  later  rather 
than  sooner,  and  that  the  bill  when  rendered,  especially  if 
it  is  a  large  one,  refers  to  matters  which  came  under  the 
auditor's  notice  eighteen  months  or  two  years  earlier  than 
the  accounts  in  which  the  bill  appears. 

The  Minute  Book  of  the  company,  or  an  inquiry  of  the 
partners  (if  a  firm),  will  probably  ens^SR^  the^uditor  to 
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get  an  estimate  of  the  costs  incurred  during  the  period 
under  audit. 

As  to  accountancy  charges,  it  is  only  necessary  to  say 
that,  in  my  opinion,  every  colliery  should  appoint  an 
auditor  from  the  profession,  and  pay  him  an  adequate  fee. 

Brickmaking. — Along  with  the  coal  there  is  often  found 
suitable  clay  for  bricks,  and  where  this  is  the  case  it  is 
to  the  advantage  of  the  colliery  that  it  should  at  any  rate 
manufacture  for  its  own  requirements,  even  if  it  does  not 
go  into  the  market.  Our  company  has  therefore  its  brick- 
making  plant,  including  brick  machines  and  ovens,  and 
bricks  are  supplied  to  the  pits  at  21s.  per  thousand.  The 
price  is  considerably  less  than  would  be  charged  if  bricks 
were  bought  from  an  outside  firm,  but  it  is  approximately 
the  actual  cost  of  manufacture. 

Depreciation. — I  believe  it  is  correct  that  there  is  no  legal 
obligation  on  a  colliery  company  to  provide  for  the  wasting 
away  of  its  property,  and  that  the  case  of  Lee  v.  Neuchdtel 
Asfhalie  Co*  is  still  the  authority,  so  far  as  the  law  is 
concerned.  But  surely  it  is  desirable  that  the  share- 
holders at  any  rate  should  find  their  capital  represented 
by  some  available  asset  when  the  substratum  of  the  com- 
pany's business  is  gone,  either  through  the  working  out  of 
the  seams  owned,  or  by  the  expiration  of  the  leases.  If 
this  is  agreed,  then  the  auditor  must  satisfy  himself  that 
sufficient  depreciation  is  being  chained  annually  to  provide 
(i)  for  the  wasting  away  of  the  coal  seams ;  (2)  for  the 
ordinary  wear  and  tear  of  machinery  and  plant ;  and  (3)  in 
the  case  of  a  lease,  for  the  reduced  value  of  the  capital 
sunk  by  the  mere  effluxion  of  time. 

The  wasting  seams  are  provided  for,  as  already  men- 
tioned, by  charging  royalty  on  freehold  coal  worked. 

Wear  and  tear  should  be  a  percentage  varying  from, 
say,  5  per  cent,  to  i2j^  per  cent,  on  the  capital  value  of 
the  machinery  and  plant. 

Kxpiration  of  lease  should  be  a  proportionate  part  of  the 
capital  sunk  over  the  period  of  the  lease,  after  making 
allowance  for  any  residuary  value  for  breaking  up. 

In  conclusion,  I  feel  that  the  foregoing  notes  are  a  very 
inadequate  survey  of  a  colliery's  accounts,  but  if  there  are 
any  remarks  which  prove  to  be  useful  knowledge  to  you  as 
students  I  shall  feel  that  my  labour  has  not  been  entirely 
in  vain. 


Aancbcdter  Gbartered  HccountantB 
Stu^ent9'  Societ]?. 


<*  Points  in  Company  Practice." 


The  last  ordinary  meeting  of  the  session  was  held  on 
Monday,  26th  March,  at  the  Library,  60  Spring  Gardens, 
when  a  good  gathering  of  the  younger  members  listened  to 
papers  on  •*  Points  in  Company  Practice,"  by  Mr.  W.  O. 
Buxton  and  Mr.  A.  F.  Rountree,  who  had  taken  the  first 
and  second  places  in  the  December  Final  of  1904.  A  very 
interesting  and  animated  discussion  followed,  the  follow- 
ing members  taking  part  in  the' debate: — Messrs.  Lunt, 
Dry  den.  Porter,  Fawcett,  and  Brown.  The  value  of  the 
discussion  was  perhaps  increased  by  the  speeches  by  the 
President,  Mr.  A.  G.  Wilde,  Mr.  Theodore  Gregory,  and 
Mr.  H.  S.  Ferguson,  raising  many  points  brought  out  by 
experience,  each  adding  his  meed  of  praise  to  the  two 
excellent  papers  which  had  been  read. 


By  Mr.  W,  O.  Buxton. 

When  Mr.  Wood  invited  me  to  give  a  short  paper  on 
"  Points  in  Company  Practice,"  he  informed  me  that  it  was 
to  be  a  students'  evening.  I  presume  that  he  meant  that 
the  meeting  was  intended  more  particularly  for  examination 
students,  and  it  was  with  this  in  view  that  I  selected  the 
points  with  which  I  propose  to  deal  to-night,  viz.  : — 
Forfeited  Shares:  their  Record  and  Re-issue,  and  Profits 
earned  prior  to  Incorporation. 

These  are  points  which  rarely  come  under  the  notice  of 
the  average  articled  clerk  in  practice  during  the  course  of 
his  articles,  and,  because  of  their  comparative  obscurity,  he 
is  in  danger  of  paying  too  little  attention  to  them  in  his 
studies,  with  the  result  that  he  only  gets,  at  the  best,  a  some- 
what foggy  notion  of  the  principles  involved. 

I  want,  if  possible,  to  dispel  a  little  of  the  fog  surround- 
ing these  questions,  though  with  the  limited  time  at  my 
disposal  I  am  afraid  that  I  cannot  go  very  deeply  into 
them. 

Forfeited  Shares  :  their  Record  and  Re-issue, 

This  point  of  company  practice  affects  us  in  a  doable 
capacity — viz.,  as  accountants  and  as  auditors.  As  accoun- 
tants we  are  often  called  upon  in  the  case  of  private  limited 
companies  to  keep  the  record  of  the  transactions  appertain- 
ing to  the  Private  Ledger,  which  (^^l]y^^^^i{4^  the 
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Share  Capital  Accounts  as  well  as  the  various  nominal 
accounts.  As  auditors  we  are  sometimes  brought  face  to 
face  with  the  problem  in  the  examination  and  criticism  of 
the  accounts  of  joint-stock  companies.  It  is  therefore 
important  in  our  professional  capacity,  as  well  as  for 
examination  purposes,  that  we  should  have  a  clear  under- 
standing of  the  point. 

The  forfeiture  of  shares  is  the  confiscation  by  a  company 
of  the  shares  of  certain  of  its  members,  together  with  the 
sums  paid  up  on  those  shares,  under  certain  circumstances 
provided  for  in  the  articles  of  association  of  the  company. 
The  effect  of  a  valid  forfeiture  is  that  the  shareholder 
ceases  to  be  a  member,  and  the  company  takes  the  shares, 
which  it  may  dispose  of  for  its  own  benefit.  A  power  of 
forfeiture  is  strictly  construed,  and  every  condition  must  be 
complied  with,  otherwise  it  is  invalid.  It  is  important, 
therefore,  in  dealing  with  this  matter  to  ascertain  (i)  that 
the  company  has  power  to  forfeit  the  shares ;  (2)  that  it 
makes  a  proper  use  of  the  power ;  and  (3)  that  an  accurate 
record  of  the  transaction  is  made  in  the  books  of  the 
company, 

Thi  Power. — It  must  be  remembered,  then,  (i)  that  a  com- 
pany cannot  forfeit  shares  unless  an  express  power  to  do  so 
is  given  by  the  articles  of  association  of  the  company ;  and 
(2)  that,  if  it  has  the  power  of  forfeiture,  the  only  grounds 
on  which  it  can  forfeit  shares  is  for  the  non-payment  of 
calls. 

If  the  articles  do  not  give  a  power  of  forfeiture  then  they 
may  be  altered  or  extended  by  special  resolution,  and  the 
company  may  take  the  power. 

TheExerciseoJ  the  Power. — If  the  company  desires  to  exercise 
the  power  it  is  most  important  that  all  the  requirements  of 
the  articles,  such  as  giving  proper  notice  to  the  defaulting 
shareholders,  and  other  formalities  with  which  I  do  not 
propose  to  trouble  you,  are  strictly  complied  with.  More- 
over, the  forfeiture  must  be  made  solely  in  the  interests  of 
the  company,  and  not  for  the  purpose  of  relieving  the 
shareholder  of  liability  to  pay  farther  calls.  Although  the 
forfeiture  of  the  shares  may  be  made  in  the  interests  of  the 
company  by  the  company,  yet  there  is  opened  an  avenue  for 
the  shareholder  to  escape  his  liability  to  pay  the  calls  due 
on  his  shares  by  simply  refusing  to  pay  them  when  made, 
and  awaiting  the  consequent  forfeiture  of  the  shares  by  the 
company.  A  very  important  provision,  which  effectually 
blocks  this  avenue  of  escape,  is  usually,  but  not  always, 
inserted  in  the  articles  giving  the  company  power  to  recover 
the  calls  due  on  the  shares  notwithstanding  the  forfeiture. 
This  provision  is  also  important  because  it  affects  the 
method  in  which  the  transaction  is  recorded  in  the  books  of 
the  company,  as  we  will  shortly  see. 


A  valid  forfeiture  of  shares  does  not  amount  to  a  reduction 
of  capital  within  the  meaning  of  the  Companies  Acts,  and 
the  method  in  which  Table  A  in  the  Companies  Act,  1862, 
sets  out  such  shares  in  the  pro  forma  Balance  Sheet  leads 
one  to  believe  that  it  was  the  intention  of  the  Legislature 
that  it  should  remain  part  of  the  capital  of  the  company. 
But  a  forfeiture  of  shares  is  tantamount  to  a  reduction  of 
capital  because  (i)  it  reduces  the  number  of  active  shares, 
and  (2),  in  the  cases  in  which  a  power  of  recovery  is  not 
reserved,  it  reduces  the  callable  capital  of  the  company. 
The  Court  consequently  takes  a  very  strict  view  of 
forfeiture. 

The  Record  of  the  Forfeiture. — For  the  purposes  of  illustrat- 
ing the  record  of  the  transaction  in  the  books  of  a  company, 
let  us  assume  that  the  X.  Co.,  Lim.,  has  a  capital  of  50,000 
;f  10  shares,  which  have  been  issued  with  £s  due  on  applica- 
tion, £3  due  on  allotment,  and  £2  due  on  each  of  the  first 
and  second  Call  Accounts.  All  shareholders  have  paid  the 
amounts  due  with  the  exception  of  one  holder  of  ten  shares, 
who  is  in  arrear  on  the  first  and  second  calls.  The  com- 
pany have  power  and  proceed  to  forfeit  the  ten  shares. 

The  position  in  the  books  at  the  date  of  forfeiture  is  that 
there  is  a  debit  balance  of  /20  on  each  of  the  two  Call 
Accounts  for  calls  in  arrear.  Now  to  properly  record  the 
forfeiture  it  is  essential  that  we  ascertain  from  the  articles 
whether  the  company  has  power  to  recover  unpaid  calls  on 
forfeited  shares.  In  the  first  case,  let  us  assume  that  no 
such  power  is  reserved.  The  procedure  will  then  be : — 
Debit  Share  Capital  Account  with  /loo  because  the  active 
capital  was  previously  credited  with,  and  is  now  to  be 
reduced  by,  that  sum.  Credit  first  and  second  Call 
Accounts  each  with  /20.  because  these  sums  are  no  longer 
recoverable  and  the  arrears  must  be  wiped  off.  Credit  the 
remaining  £60  to  Forfeited  Shares  Account,  because  that  is 
the  amount  of  calls  paid  on  the  forfeited  shares,  for  which 
the  company  is  liable  to  account. 

In  the  second  case,  where  the  company  has  power  to 
recover  the  unpaid  calls,  the  transaction  assumes  a  rather 
different  form.  The  procedure  in  this  case  is:— For  the 
same  reason  as  before  debit  Share  Capital  Account  with  the 
face  value  of  the  shares,  /loo,  and  credit  Forfeited  Shares 
Account  with  the  same  amount,  because,  although  /60  only 
has  been  received,  the  company  may  recover  the  whole  j^ioo. 
It  is  inadvisable  that  the  balances  should  be  left  standing 
on  the  Call  Accounts,  and  therefore  these  two  accounts 
should  be  credited  with  ;f  20  each  and  "  Calls  in  Arrear  on 
Forfeited  Shares"  debited  with  /40,  which  would  in  turn  be 
credited  with  any  sum  which  may  afterwards  be  recovered 
from  the  defaulting  shareholder. 

The  way  in  which  each  should  be  seLo»t  in  the  Balance 
Sheet  is :—  Digitized  by  VjOOQ IC 
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(i)  Share  Capital  Account:  — 

50,000  Shares  of  /lo  each    . . 

Less  10  Shares  forfeited    . . 

49,990  Shares 

Forfeited  Shares  Account : — 

Amount     paid    on    Shares 
forfeited 


^^500,000 

TOO 


;f  499.900 


60 


(2)  In  this  case  the  Share  Capital  Account  would  read  as 
before,  but  the  Forfeited  Shares  Account  would  be  stated 
as  follows : — 

Forfeited  Shares  Account: — 

Amount  due  on  10  Shares 

forfeited ;f  100 

Less  Calls  in  Arrear  . .  40 

I  am  quite  aware  that  I  am  now  trespassing  on  debatable 
ground,  but  I  venture  to  suggest  that  this  is  the  best  method 
of  recording  the  transaction,  because  it  expresses  most 
clearly  the  legal  and  financial  effect  of  the  transaction. 

Re-issue. — We  now  come  to  the  question  of  the  re-issue  of 
the  forfeited  shares.  Ordinarily  the  articles  provide  that 
the  forfeited  shares  become  the  property  of  the  com- 
pany, and  the  directors  may  re-allot  or  otherwise  dispose  of 
the  shares  as  they  think  fit.  This  brings  us  to  an  interest- 
ing point.  The  Companies  Acts  provide  that  shares  cannot 
be  issued  at  a  discount.  Can  a  company,  therefore,  re-issue 
forfeited  shares  at  less  than  their  face-value?  It  was 
decided  by  Mr.  Justice  (now  Lord  Justice)  Romer  in  the 
case  of  Morrison  v.  Trustees,  Executors^  and  Securities  Cor- 
poration, Lint,  {Accountant  Law  Reports,  1898,  p.  132),  that 
forfeited  shares  could  be  re-issued  at  less  than  their  face 
value — i.e.,  with  a  sum  credited  upon  them  as  partly  paid 
up,  provided  that  the  amount  so  credited  as  having  been 
paid  up  did  not  exceed  the  sum  which  had  actually  been 
paid  up  on  them  at  the  time  of  forfeiture,  and  that  such  a 
re-issue  did  not  amount  to  an  issue  of  shares  at  a  discount. 
This  was  upheld  by  the  Court  of  Appeal,  the  Master  of  the 
Rolls  stating  that  he  did  not  see  why  a  company  that  had 
power  to  forfeit  shares  should  be  compelled  to  ignore  the 
fact  that  it  had  received  whatever  it  bad  received  on  account 
of  those  shares. 

We  now  come  to  the  record  of  the  re-issue  of  the  shares. 
I.«et  us  for  a  moment  assume  that  the  X.  Co.,  Lim.,  re- issue 
the  forfeited  shares  as  fully  paid  up  in  consideration  of  the 
sum  of  /70— f  .f.,  they  re- issue  them  with  £^Q  credited  as 
having  been  paid  up.  You  will  remember  that  the  position 
in  the  books  was : — Share  Capital  Account,  credit  balance 

99,900.     Forfeited  shares  credit,  balance  ;f6o  iii  one  case 


and  / 1 00  in  the  other.  The  entry  of  the  transaction  would 
then  be  as  follows:— Credit  Share  Capital  Account  ;fioo, 
because  these  shares  have  again  become  active  capital; 
debit  cash  with  /70  received  on  account  of  these  shares ; 
and  Dr.  Forfeited  Shares  Account  with  £$0,  because  this 
amount  has  again  been  credited  on  the  active  shares.  The 
result  is  that  in  each  case  the  Share  Capital  Account  is 
again  increased  to  its  full  value,  ^500,000,  and  in  case  No.  i 
there  is  a  credit  balance  of  £30  on  Forfeited  Shares  Account 
and  in  case  No.  2  a  credit  balance  of  jfyoon  Forfeited  Shares 
Account  and  a  debit  balance  of  /40  on  "  Calls  in  Arrear  on 
Forfeited  Shares"  Account.  As  the  company  have  now 
received  the  whole  of  the  amount  unpaid  on  the  re-issued 
shares  they  will  no  longer  be  entitled  to  recover  the  unpaid 
calls  due  on  them  by  the  original  holder  at  the  time  of 
forfeiture,  and,  therefore,  this  balance  of  ;^40  on  **  Calls  in 
Arrear  on  Forfeited  Shares  "  must  be  wiped  out  by  crediting 
this  account  with  ^40,  and  debiting  /40  to  Forfeited  Shares 
Account,  thus  reducing  the  balance  on  this  account  to  £^0. 

This  brings  us  to  the  final  point  to  be  considered.  It  will 
be  seen  from  the  foregoing  that  there  is  an  absolute  surplus 
of  £30  on  the  forfeited  shares.  The  question  is,'  What  is 
to  be  done  with  this  surplus  ?  It  seems  to  be  an  accepted 
axiom  in  our  profession  that  the  sum  received  on  forfeited 
shares  being  a  capital  receipt  is  not  available  for  dividend, 
and  that  it  should  be  transferred  to  the  Reserve  Fund,  but 
there  is  no  general  rule  of  law  in  support  of  this  view.  This 
view  is  undoubtedly  accurate,  as  be/ore  the  re-issue  of  the 
shares,  though  I  am  inclined  to  question  the  advisability  of 
transferring  to  the  Reserve  Fund,  because  not  infrequently  the 
Reserve  Fund  is  used  for  the  equalisation  of  dividends,  and 
thus  there  is  the  possibility  that  the  transfer  will  defeat  its 
own  object.  It  appears  to  me  to  be  the  better  course  to 
leave  it  standing  to  the  credit  of  Forfeited  Shares  Account 
in  the  Balance  Sheet,  at  least  until  the  shares  are  re-issued. 
To  divide  this  sum  as  dividend  would  be  commercially 
incorrect.  It  obviously  remains  part  of  the  paid-up  capital 
until  an  equivalent  sum  is  received  on  the  re-issue  of  the 
shares,  and  although  the  company  are  not  liable  to  the 
former  holders,  yet  the  creditors  of  the  company  have 
undoubtedly  a  right  against  it,  of  which  there  is  no  reason 
why  they  should  be  deprived.  This  procedure  would  also 
probably  be  legally  incorrect,  judging  by  the  intention  of 
the  Legislature  as  evidenced  by  Table  A  before  mentioned. 

The  re-issue  of  the  shares  alters  the  circumstances  some- 
what, and  where  (as  in  the  case  we  have  assumed)  there  is 
an  absolute  surplus  of  capital  receipts  obtained  by  issuing 
the  shares  with  only  part  of  the  amount  already  received 
credited  upon  them,  I  see  no  reason  why  such  a  surplus 
should  not  be  available  for  dividend,  provided  that  the 
articles  of  the  company  do  not  exfamslvpr  impliedly  pro- 
hibit such  a  course.       •  Digitized  by  VnOO^ 
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Journal  Entries  illustrating  Cases  mentioned. 


Forfeiture. 
Case  z. 
Share  Capital  Account  . .      Dr. 

To  Sundries- 
Forfeited  Shares  Account  . . 
First  Call  Account   . . 
Second  Call  Account 
Forfeiture  of  10  £10  Shares  held  by 
A.  B.,  on  which  £6  per  Share  has  been 
paid. 


Dr. 
£     s    d 
100    o    o 


Case  2. 

Share  Capital  Account  . .     Dr. 

To  Forfeited  Shares  Account    . .  1 

Forfeiture  of  10  £10  Shares  held  by  | 
A.  B.,  on  which  £6  per  Share  has  been  { 
paid. 


Calls  on  Forfeited  Shares  Account  Dr.        40    o    o 
To  Sundries- 
First  Call  Account    ..        ..  , 
Second  Call  Account 
Amount  of  Calls  on  Forfeited  Shares  , 
recoverable  under  Article  40. 


Re-Issub. 
Case  i. 

Sundries Dr. 

To  Share  Capital  Account 

Cash I      70 

Forfeited  Shares  Account       . .  30 

Re-issue  of  10  £10  Forfeited  Shares 
with  £3  per  Share  credited  as  paid  up 
thereon.  ' 

Case  2. 

Sundries Dr. 

To  Share  Capital  Account         . .  , 
(As  above.) 


Cr. 
£    s    d 


Forfeited  Shares  Account        . .     Dr.  l 

To  Calls  in  arrear  on  Forfeited 

Shares  Account       ..        ..I 

Amount  written  ofi  as  not  recover-  I 

able,  the  Shares  having  been  re-issued 

and  the  amount  unpaid  received  ft-om  ' 

the  new  holders. 


40    o    o 


40    0 


I 


Profits  of  a  Company  earned  prior  to  Incorporation, 

The  second  point  to  which  I  desire  to  briefly  direct  your 
attention  is  suggested  by  a  question  which  was  set  at  the 
Final  Examination  of  the  Institute,  June  1900,  which  is  as 
follows : — 

'*  A  limited  company,  registered  on  31st  March  1900, 
takes  over  the  assets  and  liabilities  of  a  trading  concern 
as  on  January  ist  1900.  The  profits  for  the  six 
months  ending  30th  June  1900  amounted  to  ;£5,ooo. 
How  would  you  deal  with  this  sum  in  closing  the  books  of 
the  company  on  the  30th  June  1900  ?  State  whether  you 
would  consider  it  available  for  distribution  as  dividend 
on  the  shares,  and  give  your  reason." 

Yon  will  observe  that  although  the  company  is  incorporated 
on  the  31st  March  it  takes  over  the  concern  from  January 
ist,  and,  therefore,  there  is  included  in  the  six  months' 
profits  three  months'  profits  earned  prior  to  the  incorporation 


of  the  company.  Now  it  is  not  legal  for  a  company  to 
distribute  as  dividend  profits  earned  prior  to  its  incorporation. 
It  is  obvious  that  a  company  cannot  earn  profits  before  it 
comes  into  existence,  and  it  is  equally  obvious  that,  if  it  takes 
over  a  going  concern  three  months  prior  to  its  coming  into 
existence,  the  profits  or  losses  made  during  that  period  ought 
to  have  been  taken  into  consideration  in  fixing  the  purchase 
price.  I  use  the  words  **  ought  to  have  been  "  advisedly.  It 
sometimes  happens  that  in  the  conversion  of  existing 
businesses  this  particular  point  is  overlooked.  Especially  is 
there  this  liability  in  the  case  of  the  conversion  of  private 
businesses  into  private  limited  companies,  where  little  or  no 
money  passes ;  with  the  result  that  the  proprietors  find  them- 
selves deprived  of  perhaps  a  considerable  portion  of  their 
income  because  the  company  into  which  they  have  formed 
themselves  cannot  legally  use  the  whole  of  the  profits  for  the 
purpose  of  dividend,  and  many  peculiar  devices,  some  being 
very  questionable,  are  resorted  to  in  order  to  tide  over  the 
difficulty.  But  whether  this  point  is  overlooked  or  not,  the 
law  presumes  that  there  is  included  in  the  purchase-price  a 
sum  in  consideration  of  the  profits  earned  prior  to  incorpo- 
ration, and,  as  such  profits  have  been  purchased  out  of  capital 
receipts,  they  are  not  available  for  the  purposes  of  dividend. 
Consequently,  in  our  particular  case,  the  whole  of  the  £SyO0o 
is  not  available  for  dividend,  and  the  question  arises,  What 
proportion  is  divisible  as  dividend  ? 

There  are  three  methods  of  ascertaining  this  proportion. 
The  first  is  to  ascertain  the  actual  profits  up  to  the  date  of 
incorporation.  But  in  most  cases  this  is  inconvenient,  and, 
in  some,  impossible.  It  would  for  instance,  be  very  difficult 
in  some  cases  to  ascertain  the  stock  on  hand  at  that  particular 
date,  and  in  others  it  would  be  absolutely  an  impossibility. 

The  second  method  is  to  divide  the  profits  in  proportion 
to  the  periods  of  time  over  which  they  were  earned.  This  in 
our  case  would  make  ;f 2,500  available  for  division — f.«.,  half 
of  the  whole  profits  for  the  period.  This  method  is  applicable 
to  certain  businesses,  but,  generally  speaking,  is  faulty,  and 
does  not  always  give  a  true  result. 

The  third  and  best  method  is  to  analyse  the  turnover  and 
ascertain  the  sales  made  before  and  after  the  date  of  incor- 
poration and  apportion  the  profits  accordingly. 

The  next  point  which  arises  is  how  to  deal  with  the  profit 
earned  prior  to  the  date  of  incorporation  in  the  Balance 
Sheet.  According  to  custom  there  would  appear  to  be  three 
methods  of  dealing  with  it,  viz.  :— 

(i)  To  credit  it  to  the  General  Reserve  Fund ; 

(2)  Write  it  off  preliminary  expenses  or  goodwill ;   and 

(3)  Credit  it  to  a  special  separate  Reserve  Fun^  LC 
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The  danger  of  crediting  such  items  to  the  General  Reserve 
Fund  I  have  already  mentioned  earlier  in  the  paper. 
Preliminary  expenses  should,  in  the  ordinary  course  of  things, 
be  written  down  out  of  profits,  and  therefore,  in  my  opinion, 
to  utilise  the  amount  at  our  disposal  for  this  purpose  would 
be  equivalent  to  crediting  it  to  Profit  and  Loss  Account, 
because  it  would  relieve  this  account  of  the  charge  and  make 
the  balance  available  for  division  correspondingly  larger. 

To  write  the  anount  ofl  Goodwill  is  perhaps  better,  though 
this  is  open  to  criticism.  If  the  goodwill  is  excessive  it 
should  be  written  down  out  of  profits,  in  which  case  a 
similar  state  of  affairs  as  that  mentioned  above  would  arise. 
If  it  is  not  excessive,  then  there  is  no  need  to  write  it  down, 
and  therefore,  in  this  case,  to  utilise  the  amount  for  this 
purpose  would  be  equivalent  to  creating  a  secret  reserve. 

The  last  method — viz.,  to  make  a  separate  Reserve  item 
of  it,  seems  to  have  most  to  commend  it.  There  is  then  no 
danger  of  it  being  used  for  the  equalisation  of  dividends, 
nor  of  it  relieving  the  Profit  and  Loss  Account  by  usurping 
the  place  of  some  proper  revenue  charge,  and,  finally,  there 
would  be  no  danger  of  losing  sight  of  it,  as  might  be  the 
case  if  it  formed  a  hidden  reserve. 

The  whole  of  this  trouble  could,  of  course,  be  avoided, 
and  all  the  difficulties  solved,  by  a  provision  in  the  contract 
of  sale  that  the  profits  accrued  up  to  the  date  of  incorpora- 
tion shouM  be  excepted  from  the  sale  and  retained  by  the 
vendors. 

The  same  principle  of  apportionment  would,  of  course, 
apply  in  the  event  of  a  loss  in  the  first  period's  working. 
In  this  cas3  the  position  would  become  somewhat  difficult. 
The  company  would  not  be  entitled  to  capitalise  the  losses 
accrued  prior  to  incorporation,  and,  on  the  other  hand,  ihey 
would  not  be  compelled  to  charge  them  against  Revenue, 
though  doubtless,  if  wise  counsels  prevailed,  they  would 
adopt  the  latter  course. 

In  conclusion,  let  me  state  that  I  am  fully  aware  that 
most  of  the  matter  contained  in  this  paper  will  be  elemen- 
tary to  many  of  you  who  are  on  the  right  side  of  your 
examinations  ;  but  I  trust  that  those  of  you  who  are  still  in 
the  throes  of  your  examination  studies  may  find  it  helpful, 
and  I  hope  that,  when  the  testing  time  comes.  Fortune  may 
smile  on  you  and  crown  your  efforts  with  success. 


By  Mr.  A.  F.  Rountree. 


It  is  not  my  intention  this  evening  to  enter  into  a  long 
discussion  of  the  faults  or  virtues  of  the  legal  side  ot  the 
Companies  Acts,  or  of  the  merits  of  the  numerous  amend- 


ments of  the  1900  Act,  which  are  brought  forward  in  The 
Accountant  and  elsewhere  from  time  to  time.  I  simply 
wish  to  focus  attention  on  one  or  two  of  the  practical 
points  with  which  we  as  accountant  students  are  liable  to 
come  in  contact. 

Let  us  take  first  the  audit  of  a  limited  company's 
accounts.  Everyone  knows  the  difference  in  the  positions 
of  the  auditor  of  a  public  company  and  the  accountant  to 
a  private  firm.  But  I  should  just  like  to  emphasise  the 
change  which  takes  place  in  the  position  of  the  account- 
ant when  his  client  turns  his  business  into,  say,  a  private 
limited  company.  Whereas  formerly  the  accountant  was 
responsible  solely  to  his  client,  and  the  amount  of  work 
he  did  was  regulated  by  the  amount  of  the  fee  and  by  his 
client's  instructions,  now  he  has,  as  auditor,  a  distinct 
legal  responsibility,  not  only  to  the  practically  sole  share- 
holder, but  also  to  future  outside  shareholders  who  may 
be  induced  to  subscribe  on  the  strength  of  his  signed 
Balance  Sheets,  and  to  creditors  to  whom  the  Balance 
Sheet  may  be  shown  for  the  purpose  of  getting  more 
credit  or  staving  off  pressure,  and  who  rely  on  his  signa- 
ture as  auditor  for  its  genuineness.  He  now  has  certain 
work  to  do,  irrespective  of  the  amount  of  the  audit  fee, 
and  in  his  audit  of  the  accounts  he  must  not  be  satisfied 
simply  with  the  obiter  dicta  of  the  managing-vendor- 
shareholder  ;  he  must  make  his  own  investigations,  and 
verify  as  much  as  possible  the  figures  put  before  him. 

Here  may  I  point  out  that  an  accountant,  in  closing  off 
and  auditing  a  set  of  books,  should  not  think  that  bis 
most  important  object  is  "to  make  the  books  balance," 
without  any  consideration  of  the  effect  of  the  entries 
which  he  makes  to  accomplish  that  object.  This  may 
appear  such  an  obvious  and  elementary  axiom  as  not  to 
require  any  emphasis ;  but,  unfortunately,  it  is  not 
realised  by  at  any  rate  all  accountants'  clerks.  For  in  a 
recent  case  with  which  I  had  to  do  the  auditor's  clerk  had 
come  and  mechanically  checked  the  Ledger,  and  though 
some  of  the  accounts  were  ruled  underneath,  and  the 
business  was  one  in  which  it  is  the  almost  invariable  rule 
to  make  prompt  settlements,  finding,  in  some  cases,  that 
the  debit  side  exceeded  the  credit,  he  had  religiously 
brought  down  the  balance  in  his  neatly  coloured  ink  and 
treated  it  as  a  good  debt,  although,  as  a  matter  of  fact,  it 
was  the  discount  on  cash  paid  in  settlement  of  deliveries 
of  goods,  and  should  have  been  credited  to  the  customer 
and  written  off  to  "Discount  and  Allowances  Account "  when 
the  payments  were  made.  The  result  was  that  the  books 
balanced  to  a  penny,  but  the  amount  of  the  book  debts 
was  inflated  to  the  extent  of  over  ^£700,  which  was  written 
off  after  the  accountants  had  finished. 


A  second  point  in 
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Sheet  to  which  the  accountant  should  devote  his  attention 
is  the  stock  which  is  said  to  be  on  hand  at  the  dato  of  the 
Balance  Sheet.  I  know  that  an  auditor  is  not  legally 
responsible  for  the  stock,  and  rightly  so ;  nor  can  he  be 
made  liable  for  any  fraud  or  error  in  the  taking  of  the 
stock.  But,  at  the  same  time,  if  we  accountants  and  our 
profession  of  auditing  are  not  to  be  regarded  by  the  out- 
side public  simply  as  mechanical  checking  machines,  we 
ought  not  to  be  too  ready  to  shield  ourselves  behind  the 
letter  of  the  law,  and  be  content  with  checking  the  addi- 
tions of  the  sheets  and  extensions  over,  say,  ;f  20. 

The  auditor  can  always  clear  himself  by  seeing  that  in 
the  Balance  Sheet  the  stofk  is  accompanied  by  the  words, 
""As  certified  by  the  managers,  or  "by  the  managing 
director."  Beyond  that,  however,  it  is  generally  possible 
to  verify  in  a  general  way  the  genuineness  or  existence  of 
the  stock  which  is  certified  to  be  on  hand  from  other 
sources  than  the  books  of  account,  and  if  the  stock  con- 
sists ol  a  few  big  lines  this  could  easily  be  done  from  the 
invoices.  This  would  to  some  extent  prevent  the  auditor 
from  being  hoodwinked  by  the  production  of  Stock  Sheets 
which  represented  goods  in  the  warehouse  not  on  the 
genuine  stocktaking  date,  but  on  a  subsequent  day 
previous  to  the  commencement  of  the  audit.  It  would  also 
prevent  the  inclusion  in  the  stock  of  goods  the  invoices  for 
which  are  being  kept  back  till  after  stocktaking. 

This  brings  me  to  another  point — ^tbe  auditor's  certificate 
and  report — which  I  know  has  been  discussed  ad  nauseam 
in  The  Auauntant,  and  therefore  I  apologise  for  again 
introducing  it.  But  this,  I  think,  ought  to  be  insisted 
on — viz.,  that,  if  the  report  is  anything  more  than  the 
usual  formality,  it  ought  to  be  referred  to  in  so  many 
words  in  the  certificate  at  the  foot  of  the  Balance  Sheet  as 
to  the  compliance  with  all  requirements. 

I  admit  that  it  is  undesirable  in  the  interests  of  the  com- 
pany that  the  report  should  be  given  the  same  publicity 
as  is  given  to  the  Balance  Sheet.  But  there  are  the 
creditors  to  be  considered.  Supposing  a  creditor  is 
getting  anxious  about  the  state  of  his  account  with  the 
company,  and  to  keep  him  quiet  the  management  show 
him  (in  confidence)  the  last  Bala&ce  Sheet,  with  the 
auditor's  certificate,  "We  certify  that  all  our  require- 
"meats  as  auditors  have  been  complied  with. — A.  B.  & 
''Co.,  Accountants,"  he  naturally  concludes  that  this  is  a 
clean  bill.  But  if  the  certificate  had  been  worded, 
'"Subject  to  our  report  of  even  date,  we  certify,  &c.,"  he 
virould  probably  wish  to  see  this  report,  and,  on  finding 
that  it  drew  the  attention  of  the  shareholders  to  the 
fact  (inter  alia)  that  several  invoices  for  goods  purchased  had 
not  been  produced,  and  that  no  reserve  had  been  made 
for  discounts  and    allowances    on    the   book  debts,   the 


creditor  might  not  have  been  so  ready  to  continue  the 
credit  which  the  company  was  already  enjoying. 

Apart  from  auditing,  the  bulk  of  the  company  work 
which  accountants  are  called  upon  to  do  is  in  connection 
with  the  conversion  of  private  concerns  into  limited  com- 
panies, the  reconstruction  of  existing  companies,  and  the 
amalgamation  or  absorption  of  two  or  more  companies. 
In  all  cases,  but  more  especially  in  the  case  of  the  latter, 
it  is  essential  that  the  accountant  should  carefully  consider 
the  draft  agreement  for  sale,  or  amalgamation,  as  to  the 
terms  on  which  the  concerns  are  to  be  taken  over  and  the 
share  capital  divided,  and  should  work  out  what  the  effect 
of  the  proposed  arrangement  will  be  on  the  various  parties, 
so  that  their  exact  intentions  may  be  carried  out,  and  any 
ambiguity  avoided  which  might  lead  to  results  altogether 
different  from  what  was  intended.  An  instance  of  this 
ambiguity  occurred  in  one  of  the  questions  in  the  Book- 
keeping Paper  set  at  the  Final  Examination  in  December 
1904. 

I  will  read  the  question  :  — 

"Q.  7. — A.  &  Co.,  Lim.,  and  B.  &  Co.,  Lim.,  being 
pressed  by  their  bankers  and  others,  and  obliged  to  pay 
off  their  loans,  agree  to  amalgamate.  Their  position  as  to 
share  capital  and  earnings  is  thus — 

A.  &Co.,       B.  &Co., 
Liiii.  Liin. 

Ordinary  Shares  ot  £10  each     ..  £300,000  £100,000 
Four  per  cent.  Debentures,  authorised 

£300,000  issued 200,000  Nil 

Five  per  cent.  Loans        20,000  60,000 

Reserve  Fund  invested  in  the  Business  20,000  Nil 

£540,000         £160,000 
Together £700,000 

Earnings— 

6  per  cent,  on  Shares £18,000  £6,000 

4  per  cent,  on  Debentures       . .        . .  8,000  — 

5  IKsr  cent,  on  Loans 1,000  3.000 

£27,000  £9.000 

Together £36,000 

A.  &  Co.  will  create  further  ;£i 00,000  ordinary  shares, 
and  issue  its  ;^ioo,ooo  debentures,  buying  up  B.,  which 
will  be  liquidated.  The  whole  of  the  expenses,  including 
placing  the  ;^ioo,ooo  debentures,  are  fixed  at  ;^io,ooo,  and 
the  working  capital  will  be  increased  by  ;^io,ooo.  No 
increased  profits  are  anticipated  therefrom,  but  the 
;f 36,000  is^  considered  maintainable.  The  capital  will 
then  be  ;£4oo,ooo  shares  showing  6  per  ^ei?t^  dividend,  iuid 
;^3oo,ooo  debentures  at  4  per  cent.    ^  ^^^^       ^^     - 
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You  are  required  to  say  how  the  further  ;f  100,000 
ordinary  shares  should  be  apportioned  and  allotted  as 
fully  paid  to  the  holders  of  the  shares  in  A.  and  B.  respec- 
tively in  such  manner  that  the  A.  shareholders  will  receive 
an  advantage  of  £it^oo  per  annum  over  the  B.  share- 
holders in  respect  thereof:^  ("Accountants'  Manual,"  Part 
I..  Vol.  X.,  p.  102.) 

If  the  editor  of  the  "Accountants'  Manual  "  had  worked 
out  the  effect  of  his  division  of  the  new  capital  he  would 
have  seea  that  his  method  of  division  is  wrong,  as  it  gives 
the  "A"  shareholders  an  advantage  of  ;f 2,400  per  annum 
over  the  "  B  *'  shareholders  instead  of  the  ;£i,20o  advan- 
tage required  by  the  problem.  The  correct  method  of 
division  is  to  give  "A "  ;£io,ooo  worth  of  shares  and  "B  " 
;^9o,ooo  worth  out  of  the  new  issue  of  10,000  ;£io  shares. 
The  ambiguity,  of  course,  is  in  the  last  three  words  "in 
respect  thereof,"  which,  obviously,  ought  never  to  have 
been  inserted. 

There  is  another  point  in  connection  with  the  formation 
of  private  or  one-man  limited  companies  which  might 
profitaibly  be  discussed  \  bujl  it  opens  up  such  a  wide  ques- 
tion that  a  special  evening  would  be  required  to  adequately 
consider  it.  I  mean  the  question  as  to  whether  any 
restraint  should  be  placed  upon  the  formation  of  small 
one-man  concerns,  or  whether  there  should  be  an  inde- 
pendent valuation  and  examination  into  the  genuineness  or 
solvency  of  the  business  which  is  being  sold  to  the  comr 
pany,  so  as  to  make  it  impossible  for  a  man  to  transfer  to 
a  company  what  is  practically  an  insolvent  business,  and 
issue  debentures  to  himself  in  part  payment,  thus  defeating 
the  claims  of  creditors  when  the  crash  comes.  Two  glaring 
cases  from  the  neighbourhood  of  Shudehill,  which  have 
been  recently  before  the  Courts,  demonstrate  the  need  for 
some  reform  in  this  direction.  It  is  true  that  any  restraint 
would  cause  some  inconvenience  and  expense  to  the  great 
majority  of  honest  traders  at  the  same  time  as  it  deterred 
the  small  minority  of  dishonest  ones.  Some  of  the  lead- 
ing members  of  the  profession,  I  believe,  hold  that  the 
benefits  of  the  Limited  Liability  Acts  to  the  community 
have  been  so  great  that  we  must  be  prepared  to  put  up 
with  the  small  losses  which  are  suffered  through  a  few 
dishonest  traders  making  use  of  the  present  law  to  carry 
out  their  fraudulent  designs,  rather  than  impose  any 
further  restrictions  which  might  act  as  a  deterrent  to 
legitimate  enterprise. 

But  surely  any  advantage,  however  great,  should  not  be 
allowed  to  operate  as  a  temptation  te  compound  irregu- 
larity and  dishonesty,  even  though  to  a  small  extent ;  and 
Chartered  Accountants  ought  to  be  among  the  first  to 
agitate  for  any  reform  which  would  tend  to  greater  com- 
Tiercial  morality. 


I  have  not  gone  deeply  into  any  of  the  points  which  I 
have  raised,  and  you  must  blame  your  Seczetaxy  lor  his 
foolhardiness  in  asking  me  to  inflict  this  paper  upoa  you. 
I  shall  be  quite  content  if  it  provokes  some  discussion. 


after^^cqnireb  properti^  of  ^an^i^cbar^et) 
J3anlirupt9. 


(From  The  Solicitors^  Journal.) 

It  was  recently  announced  that  the  President  of  the 
Board  of  Trade  had  decided  to  take  the  necessary  steps  to 
secure  the  appointment  of  a  departmental  committee  which 
would  be  charged  with  making  inquiries  iflto  matters  to 
which  attention  has  been  drawn  by  the  Associated 
Chambers  of  Commerce,  and  also  into  other  points  of 
bankruptcy  law  which  the  Board  of  Trade  felt  to  be  worthy 
of  consideration.  It  is  understood  that  one  of  the  chief 
matters  which  will  be  submitted  to  the  committee  is  the 
absence  of  any  provision  in  the  Bankruptcy  Acts  for  bring- 
ing bankruptcies  to  a  close  witliin  a  reasonable  time ;  and, 
as  incidental  to  this,  the  position  of  bankrupts  in  regard 
to  property  acquired  in  the  course  of  the  bankruptcy  ought 
to  be  discussed.  For  the  prolongation  of  the  bankruptcy 
intensifies  the  inconvenienoes  which  result  from  the 
present  anomalous  condition  of  the  law. 

Under  Section  44  of  the  Bankruptcy  Aci^  1883,  the  pro- 
perty of  a  bankrupt  divisible  amongst  his  creditors  com- 
prises "  all  such  property  as  may  belong  to  or  be  vested  in 
"  the  bankrupt  at  the  commencement  of  the  bankruptcy,  or 
"may  be  acquired  by  or  devolve  on  him  before  his  dis- 
"  charge  "  ;  and  under  Section  54  the  property  of  the  bank- 
rupt vests  in  the  trustee  for  the  time  being.  Primd  facie 
these  provisions  seem  to  deprive  the  bankrupt  of  all  power 
of  dealing  with  after-acquired  property  as  against  the 
trustee,  but  under  the  old  bankruptcy  law  it  was  felt  that 
this  would  be  a  gzeat  hardship  upon  persons  dealing  in 
good  faith  with  the  bankrupt,  and  it  was  held  in  Herbert  v. 
Sayer  (5  Q.B.  965)  that  the  title  to  after-acquired  property 
did  not  accrue  to  the  trustee  at  once,  but  only  upon  his 
interference  to  claim  the  property,  and  until  such  inter- 
ference the  bankrupt  could  effectively  dispose  of  it. 
"  Otherwise,"  it  was  said,  "  there  would  be  no  protection  to 
"persons  dealing  with  an  uncertiflcated  bankrupt.  Not 
"  only  would  they  acquire  no  title  by  purchases  from  him, 
*'  but  payments  for  such  purchases,  and  for  all  other  debts 
"due  to  the  uncertified  bankrupt,  would  be  invalidated." 
This  view  was  reconciled  with  the  statutes  by  treating  the 
bankrupt  as  the  agent  of  the  assignees,  and,  until  tbey 
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interveaed,  his  acts  in  le^axd  to  the  aitex-^u^quked  pro- 
perty were  valid. 

The  same  construction  was  placed  upon  the  pcovisions 
of  the  Act  of  1883  by  the  Court  of  Appeal  in  Cohen  v. 
Mitchell  (38  W.R.  551,  25  Q.B.D.  258),  and  the  principle 
was  enunciated  by  Lord  Esher,  M.R.,  in  the  following 
terms :  "  Until  the  trustee  intervenes,  all  transactions  by  a 
**  bankrupt  after  his  bankruptcy  with  any  person  dealing 
''with  him  bond  fide  and  for  value  in  respect  of  his  after- 
^acquired  pcoperty,  whether  with  or  without  knowledge 
"^of  the  bankruptcy,  are  valid  against  the  trustee."  Had 
this  been  adopted  as  applying  to  real  and  personal  pro- 
perty alike,  the  position  of  persons  dealing  with  undis- 
charged bankrupts  would  have  been  effectually  safe- 
guarded. But  in  Re  New  Land  Development  Association 
and  Gray  (40  W.R.  295,  551 ;  1892,  2  Oh.  138)  Chitty,  J., 
held  that  the  principle  did  not  apply  to  real  estate.  He 
based  his  decision  upon  the  ground  that  the  case  of  after- 
acquired  real  estate  was  not  before  the  Court  in  Cohen  v, 
Mitchell,  and  that  there  would  be  conveyancing  difficulties 
if  the  estate  was  held  to  vest  first  in  the  bankrupt,  and  to 
be  then  liable  to  be  shifted  to  the  trustee  upon  any  inter- 
vention by  him  either  verbal  or  in  writing.  In  the  Court 
of  Appeal  the  case  was  decided  upon  the  ground  that  the 
title  taken  under  the  bankruptcy  was  not  one  which  could 
be  forced  upon  a  purchaser,  but  the  decision  of  Chitty,  J., 
appears  to  have  been  approved,  and  Lindley,  L.J.,  said 
with  neferenoe  to  the  doctrine  under  discussion :  "  The 
''doctrine  has  been  familiar  to  us  for  a  good  many  yeaors, 
''and  no  doubt  there  is  some  sense  in  it  as  regards  per- 
"  sooal  property ;  but  I  have  never  yet  beard  it  suggested 
**by  anybody  that  the  doctrine  had  the  slightest  applica- 
"tion  to  real  estate  which  passes  by  conveyance  and  not 
"by  delivery." 

These  decisions  still  left  outstanding  the  case  of  after- 
acquired  leasehold  property,  and  this  was  dealt  with,  also 
by  Chkty,  J.,  in  Re  Clayton  and  B  arc  I  ay*  s  Contract  (43 
W.R.  549;  1895,  2  Ch.  212).  In  principle  it  would  seem 
that  the  conveyancing  difficulties  are  similar  in  the  case  of 
leaseholds  and  in  the  case  of  freeholds,  and  Chitty,  J.,  was 
pressed  with  this  consideration.  But  the  language  of  the 
Court  of  Appeal  in  Cohen  v,  Mitchell  (supra)  was  very 
wide,  and  purported  to  apply  the  rule  there  laid  down  to 
all  after-acquired  property,  and  the  learned  Judge  held 
that  he  ought  not  to  make  any  further  infringement  upon 
it.  ■  The  language  of  the  Court  of  Appeal,"  he  said,  "  is 
*  large  enough  to  include  all  property.  It  is  certainly  large 
"enough  to  include  chattel  interests  in  land,  and  I  consider 
*that  I  ought  to  apply  it  to  such  interests."  Another 
decision  in  accordance  with  Cohen  v.  Mitchell  was  given  in 
Hunt  V.  Tripp  (46  W.R.  125 ;  1898,  1  Ch.  675),  though  not 


in  oonneotion  with  seal  or  leasehold  property.  It  was 
there  held  by  Byrne,  J.,  that  an  assignment  by  a  bankrupt 
of  an  equitable  interest  in  a  trust  fund  which  had  devolved 
upon  him  after  the  bankruptcy  could  be  effectually  dis- 
posed of  by  him  if  the  trustee  had  not  intervened,  pro- 
vided only  that  the  disposition  was  bond  fide  on  the  part 
of  the  purchaser  ;  and  it  was  further  held  that  the  disposi- 
tion did  not  lose  the  character  of  bona  fides  because  the 
trustee  had  not  been  informed  of  the  acquisition  of  the 
property. 

It  G4)pears,  therefore,  that  persons  dealing  with  bank- 
rupts in  respect  of  their  after-acquired  property  are  pro- 
tected save  where  the  property  is  real  estate.  The  decision 
of  Chitty,  J.J  in  Ke  New  Land  Development  Association  v. 
Gray  (supra),  excluding  real  estate  from  this  protection, 
was  followed  by  Farwell,  J.,  in  Bird  v.  Phil  pott  (1900, 
I  Ch.  822),  and  an  attempt  to  obtain  a  contrary  decision 
from  Kekewich,  J.,  in  London  and  County  Contracts,  Lim. 
V,  T attach  (51  W.R.  408)  failed.  It  became  evident,  there- 
fore, that  the  anomaly  could  be  removed  only  by  legisla- 
tion, and  in  1902  a  Bill  was  introduced  by  Sir  Albert 
Rollit  for  this  pu<rpose.  Clause  i  of  the  Bill  provided  that 
the  title  of  the  bankrupt  to  after-acquired  property  was  to 
be  deemed  to  have  been  valid  against  the  trustee  in  favour 
of  any  person  deriving  title  thereto  under  the  bankrupt  in 
good  faith  and  for  valuable  consideration,  without  notice 
that  the  trustee  had  intervened  and  claimed  the  property, 
and  whether  with  or  without  notice  of  the  bankruptcy. 
In  common  with  other  attempts  at  legislation,  however, 
the  Bill  made  no  progress  in  the  late  Parliament,  and 
probably  the  most  effective  method  of  dealing  with  the 
matter  would  be  to  submit  it,  as  we  have  suggested  above, 
to  the  consideration  of  the  committee  on  bankruptcy  law 
which  is  about  to  be  appointed.  The  law,  as  it  stands  at 
present,  is  clearly  defective.  It  recognises  that  persons 
dealing  with  bankrupts  in  respect  of  their  after-acquired 
property  need  protection,  but  it  excludes  from  that  protec- 
tion one  of  the  most  important  subjects  of  property.  The 
ostensible  reason  is  that  conveyancing  difficulties  may 
arise  if  freehold  property  is  brought  within  the  protection. 
But  such  difficulties  are  merely  technical,  and  they  afford 
no  real  ground  for  limiting  the  rule.  It  has  been  pointed 
out  to  us  by  an  esteemed  correspondent  that  the  mischief 
is  especially  felt  in  the  case  of  bankrupt  builders  and  land 
speculators,  who  can  leave  the  town  of  their  bankruptcy 
and  set  up  in  business  elsewhere,  and  acquire,  and  sell 
and  mortgage,  real  estate.  But  the  title  of  the  purchaser 
or  mortgagee,  though  he  may  have  no  notice  of  the  bank- 
ruptcy, is  of  course  invalid  against  the  trustee  in  bank- 
ruptcy. A  change  of  name  on  the  part  of  the  bankrupt 
facilitates  his  operations,  and  makes  it  more  difficult  for 
the  person  dealing  with  him  to  protect  himself.    We  hope 
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that  the  principle  of  Sir  Albert  RoUit's  Bill  will  be  incor- 
porated in  any  proposal  for  legislation  which  may 
emanate  from  the  Bankruptcy  Committee. 


Xlbe  Hssoctatfon  ot  Scottfab  Cbatteteb 
HccountantB  in  Xonbon^ 


The  seventh  annual  dinner  of  the  Association  of 
Scottish  Chartered  Accountants  in  London  was  held  on 
Monday,  April  91th,  at  the  Trocadero  Restaurant,  Piccadilly 
Circus.  Mr.  A.  Dodds  Fairbaim  (President  of  the  Asso- 
ciation) occupied  the  chair,  and  the  company  included 
Mr.  John  Gajie  (President  of  the  Institute  of  Chartered 
Accountants),  the  Hon.  George  Colville  (Secretary), 
Mr.  Robertson  Lawson,  Mr.  John  Mann,  Juni.,  Mr. 
Nathaniel  Spens,  Mr.  Andrew  Whittie,  Mr.  J.  Cragg, 
Mr.  J.  Ferguson,  Mr.  G.  A.  Riddell,  Mr.  Andrew 
Williamson,  Mr.  A.  W.  Wyon,  Dr.  J.  M.  H.  McLeod, 
Mr.  J.  A.  H.  McNair,  Mr.  Geo.  Armstrong,  Mr.  Chas.  A. 
Bertram,  Mr.  Edwyn  Blumenfeld,  Mr.  Alex.  M.  Carstairs, 
Mr.  J.  Calder,  Mr.  W.  R.  Gaff,  Mr.  Arnold  Gauge,  and 
others. 

A  pleasant  social  evening  was  spent,  Mr.  Charles 
Bertram,  conjurer,  entertaining  the  company.  A  number 
of  vocal  and  instrumental  performances  were  also  given. 


Debentures. 


failures  anb  JSfUs  of  Sale  in  Bnolanb 
anb  TIQlales* 


According  to  Kemp's  Mercantile  GaMette^  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  April  13th,  was  169,  viz.  :— 
New  Bankruptcy  Proceedings  published  in  the  London  GaBettey 
93 ;  Deeds  of  Arrangement  registered.  76.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were  : 
Bankruptcies,  103;  Deeds  of  Arrangement,  96— total,  199; 
being  a  decrease  of  30.  The  total  number  of  commercial 
failures  recorded  during  the  15  weeks  of  the  present  year  is 
2,576 ;  the  total  number  recorded  in  the  corresponding  15 
weeks  of  last  year  was  2,854,  showing  a  decrease  of  278. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week*  ending  Friday. 
April  13th,  was  167.  The  number  in  the  corresponding  week 
of  last  year  was  152,  showing  an  increase  of  15.  The  total 
number  filed  during  the  15  weeks  of  the  present  year  is 
2i378  ;  the  total  number  filed  in  the  corresponding  15  weeks 
of  last  year  was  2,620,  showing  a  decrease  of  242. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  daring  the  week 
ending  Friday,  April  13th,  amounted  to  /i,  102,534,  by  way 
of  addition  to  ;( 1,072,081,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ;fi.683,79o  showing  a  decrease  of 
/58i,256.  The  total  amount  registered  daring  the  15 
weeks  of  the  present  year  was  ^24,493,61 4  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  ^25,048,422  for  the  corresponding  15  weeks 
in  1905,  shovwng  a  decrease  of  /554,8o8. 


Hn  5nqufrs  into  tbe  JSanRruptcs  Xaws* 


A  WHOLLY  satisfactory  system  of  bankruptcy,  says  The 
Law  Journal,  may,  perhaps,  be  counted  among  the 
numerous  things  that  lie  beyond  the  reach  of  tbe  wisdom 
of  Parliament.  The  system  that  was  established  by  the 
Aot  of  1869  was  a  dismal  failure,  and  the  system  by  which 
it  was  superseded  in  1883  ^^  certainly  not  proved  an 
unqualified  success.  But  another  attempt  is  to  be  made  to 
approach  the  goal  of  perfection.  A  strong  committee,  of 
which  Mr.  Muir-Mackenzie  is  chairman,  and  on  which  the 
Bar  is  represented  by  Mr.  S.  T.  Evans,  K.C.,  M.P.,  and 
the  Law  Society  by  Mr.  Joseph  Addison,  has  been 
appointed  by  the  President  of  the  Board  of  Trade  '^to 
"inquire  into  and  report  upon  the  effect  of  the  laws  in 
"force  in  the  United  Kingdom  in  relation  to  bankruptcy, 
"deeds  of  arrangement,  and  compositions  by  insolvmt 
"debtors  with  their  creditors,  and  the  prevention  and 
"punishment  of  frauds  by  debtors  on  their  creditors." 
Among  the  important  points  particularly  meotioned  in  the 
terms  of  the  reference  are  the  investigation  of  the  bank- 
rupt's conduct  and  the  realisation  of  his  estate,  the  position 
of  debtors  who  are  married  women,  the  rights  of  trustees 
in  bankruptcy  against  persons  who  have  honestly  dealt 
with  bankrupts  in  respect  of  property  acquired  during  the 
bankruptcy,  and  the  desirability  of  requiring  certain 
securities  now  exempt  from  registration  to  be  registered, 
and  Off  bringing  under  official  control  and  audit  estates 
administered  by  trustees  under  voluntary  arrangements 
made  between  insolvent  debtors  and  their  creditors.  Tbe 
inquiry  covers,  it  will  be  seen,  a  large  field — so  large, 
indeed,  that  we  are  sorry  that  the  question  of  the  renewal 
of  the  practising  certificates  of  bankrupt  solicitors  should 
be  included  in  it.  This  is  a  matter  that  has  frequently- 
been  before  Parliaanent.  Lord  Alverstone  has  again  intro- 
duced into  the  House  of  Lords  a  JhUfto  empower  the  Law 
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Society  to  refuse  to  renew  the  certificatee  ol  solicitors 
who  are  undischarged  bankrupts.  The  inclusion  of  the 
question  in  the  bankruptcy  inquiry  can  only  result  in 
delaying  a  reform  which  has  repeatedly  been  proved  to 
be  necessary  in  the  interests  of  the  public  and  the 
profession. 


Httacbment  ot  an  Biecutot, 

In  abolishing  imprisonment  for  debt,  Section  4,  Sub- 
section 3,  of  the  Debtors  Act,  1869,  excepts  "  default  by  a 
"trustee  or  person  acting  in  a  fiduciary  character  and 
"  ordered  to  pay  by  a  Court  of  equity  any  sum  in  his  pos- 
"  session  or  un<ieir  his  control."  Does  a  debtor  who  is 
appointed  an  executor  of  his  creditor's  will,  and  proves  it, 
become  a  person  having  a  sum  equal  to  the  amount  of  the 
debt  in  his  possession  in  a  fiduciary  character?  In  re 
Bourne  decides  that  this  is  so.  At  law  the  debt  would 
have  been  extinguished  because  an  executor  could  not  sue 
himself ;  but  in  equity  he  is  held  to  have  paid  himself,  and 
therefore  to  be  accountable  for  the  amount  of  his  debt  as 
assets — see  "Williams  on  Executors  "  (10th  edit.),  p.  1056. 
There  is  a  dictum  of  Vioe-Chancellor  Malins  in  Ex  parte 
Mitcalfe  (49  L.J.  Rep.  Ch.  347;  L.R.  13  Ch.D.  815)  that 
the  money  is  not  in  his  hands  in  a  fiduciary  character,  but 
the  Court  of  Appeal  have  now  held  in  In  re  Bourne  that 
this  dictum  is  not  well  founded,  and  that  there  is  power  to 
issue  a  writ  of  attachment  against  the  executor  under  the 
Debtors  Act.  There  may,  however,  be  cases  in  which 
attachment  would  be  a  great  injustice,  and  it  is  fortunate 
that  Lord  Justice  Romer,  in  the  course  of  his  judgment, 
indicated  in  what  ntanner  the  Court  should  exercise  its 
discretion.  The  Court,  he  said,  ought  to  inquire  whether 
the  executor  had  the  money  in  his  possession  in  substance 
and  in  fact.  A  committal  ought  not  to  be  ordered  if  he 
never  had  available  means  for  the  payment  of  the  debt, 
nor  even  if  he  had  sufficient  funds  in  his  hands  when, 
being  insolvent  and  knowing  that  he  had  other  creditors 
with  the  same  moral  right  to  be  paid,  he  resorted  to 
bankruptcy. 

(The  Law  Journal.) 


The  Curse  of  Great  Swan  Alley. 


(With  apologies  to  the  memory  of  Sims  Reeves.) 
Of  all  the  streets  I  dread  the  most, 

There's  none  like  Great  Swan  Alley. 
For  there  I  have  to  wend  my  way 

Each  year,  twice  annually ; 
There  is  no  building  in  the  world 

That  looks  more  melan— chaly, 
Than  that  which  stands  in  Moorgate  Place, 

Abutting  Great  Swan  Alley. 


Of  all  the  days  I  dread  the  most 

And  always  shall  remember. 
There  are  three  days, — three  awful  days, 

In  May  and  in  November  : 
For  then  with  aching  head  and  hands, 

I  write  contin — u — ally. 
To  please  the  cruel  gods  who  sit 

In  state,  in  Great  Swan  Alley. 

At  Dicksee,  and  the  rest,  I  cram, 

For  each  examination  ; 
And  every  paper  handed  round 

I  scan  with  expectation  ; 
Then  at  the  questions  which  are  set 

I  gaze  mechan— i— cally, 
For  I  forget  all  I  have  learnt 

When  I  reach  Great  Swan  Alley. 

I've  heard  good-natured  people  say 

Examiners  are  mortal ; 
But  at  the  Institute  they  change 

As  they  pass  through  the  portal : 
To  Furies  dread,  of  olden  times. 

To  me  they  seem  to  tally, 
Becoming  tainted  as  they  breathe 

The  air  of  Great  Swan  Alley. 

The  talk  of  other  fellows  there 

Is  always  most  depressing ; 
For  what  the  questions  asked  will  be 

They  all  are  vainly  guessing. 
And  so  before  the  start  I  try 

My  spirits  just  to  rally, 
By  pouring  down, — I  won't  say  what, — 

Or  where, — in  Great  Swan  Alley. 

Whilst  other  fellows  find  a  joy 

In  dancing  and  flirtations, 
I  have  to  stop  at  home  and  work 

At  Redman's  Arbitrations : 
I  haven't  any  time  to  spend 

With  Dolly.  May,  or  Sally, 
Because  I  must  prepare  to  meet 

My  friends  (?)  in  Great  Swan  Alley. 

I'd  sooner  be  a  Spanish  slave 

Who  had  to  row  a  galley, 
Than  have  to  sit,  and  write,  and  fail 

Each  year  in  Great  Swan  Alley  : 
But  such  my  fate,— and  so  until 

I  pass  down  Death's  grim  valley  ; — 
Thank  God,  I  shan't  have  then  to  go 

Again  to  Great  Swan  Alley. 

DigMzeWHBSTER  Jbnkinson. 
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Thb  Americanising  of  the  District  Railway  has  led  to  many 
curious  results.  It  is  not  an  unheard  of  proceeding  for,  say,  an 
Ealing  train  to  arrive  at  Earl's  Conrt  Station  and  to  have  its 
destination  altered  to  Wimbledon,  holders  of  Ealing  tickets  being 
unceremoniously  bundled  out  and  Wimbledon  passengers  being 
baldly  directed  to  fs-enter  the  cars  they  have  just  left.  But  there 
are  other  humorous  incidents.  A  train  reaches  a  station,  and  the 
following  colloquy  ttfkes  place :  Porter :  "  What  are  you  ? "  Con- 
ductor :  "  We're  28.'*  "  No,  you're  not ;  you're  33."  "  We  can't 
be  33,  or  we'd  be  twenty  minutes  late."  "  I  tell  you  you're  33." 
Conductor  resignedly  goes  to  the  box  of  his  motorman  and  shouts, 
"  Bill,  we're  No.  33 — not  28,"  and  then  gravely  proceeds  to  tear 
down  the  number  from  the  front  of  the  train  and  to  stick  up  No. 
33  in  its  place.  Perhaps  the  automatic  signals  would  not  work 
if  he  did  not. 
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fjk$  Huddtfifield  Tramways  and  Improvement  Act,  1890.) 


APPOINTMENT   OF    BOROUGH   AUDITOR. 


^APPLICATIONS  are  invited  from  Chartered  or  Incor- 
porated Accountants  in  practice  for  the  appointment 
of  Borough  Auditor. 

The  appointment  will  be  for  a  term  of  three  years  from 
the  31st  day  of  May  1906.  at  a  salary  of  150  guineas  a  year, 
and  will  be  subject  to  conditions,  prints  of  which  may  be 
obtained  from  the  undersigned. 

Applications,  endorsed  "Borough  Auditor,"  must  be  in 
the  hands  of  the  undersigned  not  later  than  Monday,  the 
7th  May  1906. 

J.  HENRY  FIELD. 

Town  Clerk. 
Town  Hall,  Huddersfield. 

26/A  April  i^. 
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XeaMtid  Httfcles. 


Bankruptcy  Law  Amendment. 


HTHE  recently  appointed  Departmental  Com- 
mittee, which  we  referred  to  in  our  issue 
of  the  14th  inst.,  consists  of  Mr.  Montagu  J. 
MuiR  Mackenzie,  one  of  the  Official  Referees 
(Chairman);  Mr.  Joseph  Addison,  a  well- 
known  city  solicitor  (representing  the  Law 
Society) ;  Mr.  John  Barker,  M.P.  ;  Mr.  G.  M. 
Chamberlin,  the  President  of  the  Associa- 
tion of  Trade  Protection  Societies  of  the 
United  Kingdom;  Mj:.  Samuel  T.  Evans, 
K.C.,  M.P. ;  Sir  Edward  W.  Fithian,  repre- 
senting the  Association  of  Chambers  of  Com- 
merce; Mr.  William  B.  Peat,  F.C.A.,  repre- 
senting the  Institute  of  Chartered  Accountants; 
Mr.  William  M.  Richardson,  representing 
the  United  Kingdom  Commercial  Travellers* 
Association ;  and  Mr.  John  Smith,  C.B.,  late 
Inspector  -  General    in    Bankruptcy  ;     while 
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Mr.  W.  T.  Kaye,  i   Horse  Guards  Avenue, 
S.W.,  is  named  as  the  Secretary. 

A  commendable  and  an  unusual  feature  is 
the  small  number  of  persons  representing 
officialism,  and  it  is,  perhaps,  not  too  much  to 
regard  this  as  an  index  of  the  attitude  of  the 
President  of  the  Board  towards  officialism. 
Mr.  Lloyd  George  is,  as  our  readers  are 
doubtless  aware,  a  solicitor,  and  reading 
between  the  lines  we  should  be  inclined  to 
hazard  the  suggestion  that  the  appointment  of 
the  Departmental  Committee  is  his  reply  to 
the  representations  which  have  been  made  to 
him  by  permanent  officials  in  favour  of  a  move- 
ment for  the  compulsory  extension  of  official 
administration  in  insolvency  cases  upon  the 
lines  which  we  indicated  in  our  previous 
article. 

However  that  may  be,  there  is  one  thing 
quite  certain,  and  that  is  that  a  Committee 
consisting  almost  exclusively  of  business  men  is 
not  likely  to  recommend  legislation  which  will 
unduly  extend  the  powers  of  officials  against 
the  interests  of  the  general  public  and 
members  of  existing  professions. 

The  points  to  which  the  attention  of 
the  Committee  is  especially  directed  are 
the  investigation  of  the  bankrupt's  conduct 
and  the  realisation  of  his  estate ;  the  position 
of  debtors  who  are  married  women ;  the 
right  of  a  bankrupt  to  discharge,  and,  in  the  case 
of  a  bankrupt  solicitor,  to  renew  his  practising  ' 
certificate ;  also  the  rights  of  trustees  in  bank-  ! 
ruptcy  against  persons  who  have  honestly 
dealt  with  bankrupts  in  respect  of  property 
acquired  during  the  bankruptcy  and  against 
persons  claiming  under  settlements  when  the 
settlor  has  become  bankrupt.  They  will  also 
report  as  to  the  desirability  of  requiring  certain 
classes  of  securities,  which  are  now  exempt 


from  registration,  to  be  registered,  and  of  bring- 
ing  under  official  control,  and  audit,  estates 
administered    by    trustees     under    voluntary 
arrangements  made  between  insolvent  debtors 
and  their  creditors.     It  will  be  observed  that 
of  these  various  points  the  only  one  concerning 
which  officialism  could  be  unduly  advocated 
would    be    the    second — namely,  the   realisa- 
tion of  a  bankrupt's  estate.      An  important 
omission — which,  we   hope,  will  not  be  over- 
looked by  the  Committee — is  the  position  of 
creditors  under  the  second  failure  of  a  bank- 
rupt who  has  not  yet  obtained  his  discharge 
in  his  first  failure.  And  in  connection  with  what 
are     called     voluntary    arrangements     with 
creditors,  an  anomaly  which   certainly  ought 
to  be  remedied  at  the  earliest  possible  oppor- 
tunity, is  the  liability  of  a  person  indebted  to 
one  who  has  executed  a  deed  of  arrangement, 
who  has  paid  his  debt  to  the  trustee  under  that 
deed,  to  pay  it  a  second  time  to  the  trustee  in 
bankruptcy   should  bankruptcy   ensue.      The 
law  as  to  after-acquired  property  also  calls  for 
very  careful  consideration ;  and  if  it  is  to  pro- 
duce any  reasonable  effect  in   practice,  some 
arrangement  must  be  made  to  so  modify  the 
Bankruptcy  Discharge  and  Closure  Act,  1887, 
as  to  enable  creditors,   if  they  think  fit,  to 
appoint  a  professional  trustee  to  look  after 
their  interests,  even  in  cases  where  the  original 
trustee  has  been  released  and  the  appointment 
has,   in   consequence,   vested   in    the    Official 
Receiver.     Everyone  who  has  any  experience 
of  such   matters   must  know  that   there  are 
many  cases  in  which  undischarged  bankrupts 
have  come  into  after-acquired  property  which 
never  finds  its  way  into  the  pockets  of  creditors 
owing    to    the    supine    methods    of    Official 
Receivers,  who  make  it,  one  might  almost  say, 

a  point  of  honour  never  to  fllSVe^iikany  matter 
*^  Digitized  by  v300 
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unless  they  have  sufficient  funds  in  hand  to 
indemnify  their  department  against  the  worst 
imaginable  contingency.  This  may  be  a 
reasonable  attitude  for  Official  Receivers  to 
take  up — and  it  is,  of  course,  an  excellent  thing 
for  professional  trustees  that  they  should 
discharge  their  functions  upon  such  lines — but, 
however  that  may  be,  it  is  not  by  such  methods 
that  concealed  assets  are  recovered  for  the 
benefit  of  creditors. 

In  commenting  upon  the  appointment  of  the 
Committee,  our  contemporary  The  Solicitors' 
Journal  states  that  "  this  would  lead  us  to  infer 
that  the  mercantile  community  are  not  wholly 
satisfied  with  the  Bankruptcy  Act,  1883,  and 
the  Acts  by  which  it  has  been  amended."  One 
is  tempted  to  wonder  what  our  contemporary 
has  been  doing  for  the  last  twenty-three  years  to 
entertain  any  doubt  whatever  upon  such  a  point. 
If  the  Bankruptcy  Acts  were  even  reasonably 
satisfactory  we  may  be  quite  certain  that  so 
admittedly  imperfect  a  means  as  a  deed  of 
arrangement  between  debtor  and  creditors 
would  never  have  come  into  general  use.  Prior 
to  the  passing  of  the  Bankruptcy  Act,  1883, 
such  arrangements  were  only  entered  into  under 
the  most  exceptional  circumstances,  when  the 
creditors  were  unanimously  of  opinion  that  the 
debtor  was  entitled  to -every  consideration  at 
their  hands,  even  to  the  extent  of  keeping  his 
failure  an  entire  secret  from  the  business  world; 
whereas  now  no  less  than  45  per  cent,  of  the 
failures  axe  annually  dealt  with  outside  bank- 
ruptcy, and  the  amount  of  assets  so  administered 
exceeds  the  total  amount  dealt  with  in 
bankruptcy. 

Doubtless  however,  now,  as  under  the  1869 
Act,  there  are  from  time  to  time  cases  of 
voluntary  arrangements  between  debtors  and 
creditors  which  are  outside  the  scope  of  any 


Act  whatever,  and  are  kept  entirely  private.  It 
will  be  for  the  Departmental  Committee,  when 
considering  the  exact  form  of  the  very  necessary 
amendments  to  the  Deeds  of  Arrangement  Act, 
1887,  to  see  how  far  it  is  practicable  to  amend 
that  measure  without  at  the  same  time  defeat- 
ing the  end  in  view  by  causing  the  number  of 
unregistered — and  therefore  the  number  of 
uncontrollable — arrangements  to  be  increased 
proportionately  as  the  control  over  trustees 
under  registered  deeds  becomes  more  efficient. 


The  Limited  Partnership  Bill. 


1T7HEN  commenting  upon  the  introduction 
'^ '  into  Parliament  of  the  Limited  Partner- 
ship Bill  we  expressed  ourselves  sceptical 
as  to  whether  such  an  Act  would  ever  prove 
of  value  in  practice,  bearing  in  mind  the 
fact  that  the  existing  provisions  enabling  a 
company  to  carry  on  business  with  a  limited 
liability  to  its  shareholders  and  an  unlimited 
liability  to  its  directors  have  proved  abso- 
lutely a  dead  letter.  It  would  appear,  however, 
that  our  contemporary  The  Law  Journal 
regards  the  measure  as  a  useful  one ;  and,  t})at 
being  so,  it  is  of  interest  to  study  the  article 
appearing  in  its  issue  of  the  21st  inst. 
with  a  view  to  seeing  the  grounds  upon 
which  this  hope  is  based. 

Our  contemporary  considers  that  the  plan 
has  two  obvious  merits,  in  that  it  enables 
persons  to  invest  money  in  a  trading  partner- 
ship with  a  sense  of  security  which  they  could 
not  have  so  long  as  a  loan  with  participation 
in  profits  exposes  them — as  it  does  under 
the  existing  law — to  the  risk  of  unlimited 
liability ;  while  at  the  same  time,  by  reserving 
the  unlimited  liability  of  the  general  partners, 
the  Bill  will  secure  a  "  steadying  influence " 
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on  the  management  of  the  business  and  dis- 
courage anything  like  rash  or  imprudent 
speculation.  All  of  this  is,  of  course,  mere 
platitude.  The  point  is  not  whether  it  would 
have  a  steadying  effect  upon  directors  to 
make  their  liability  unlimited,  but  whether 
there  are  any  reasonable  grounds  for  supposing 
that  anyone  would  become  a  director  under 
such  onerous  conditions,  when  by  registration 
under  the  Companies  Acts  he  can  equally 
well  become  a  director  without  incurring  any 
greater  risk  than  those  shareholders  who  are 
merely  sleeping  partners  in  the  venture.  It 
would  almost  appear  as  though  our  con- 
temporary appreciated  this  point,  for  it  states 
that  the  interesting  thing  will  be  to  see 
which  of  the  two — the  limited  partnership, 
or  the  private  company — will  find  most  favour 
with  the  commercial  world ;  and  it  adds  that 
while  the  immunity  afforded  by  the  Companies 
Acts  is  indisputably  a  strong  recommendation 
to  directors,  shareholders,  and  promoters,  the 
very  reason  which  makes  it  so  makes  it  the 
reverse  of  a  recommendation  to  the  public  as 
represented  by  general  creditors.  This  is 
again,  it  seems  to  us,  little  more  than  a  truism. 
The  position  of  a  creditor  of  an  unlimited 
company  must  in  any  event  be  somewhat 
better  than  would  be  the  case  were  the 
company  registered  with  limited  liability; 
and  upon  the  principle  that  half  a  loaf  is 
better  than  no  bread,  a  company  registered 
with  unlimited  liability  so  far  as  certain  of 
its  proprietors  are  concerned  is  better  than 
one  where  the  liability  of  all  proprietors  is 
limited.  Up  to  the  present,  however,  "  the 
public,  as  represented  by  general  creditors", 
has  shown  not  the  least  disinclination  to  give 
credit  to  a  limited  company,  and  there  is 
consequently  absolutely    no    inducement  for 


anyone  to  register  with  unlimited  liability 
either  in  whole  or  in  part,  nor  does  it  seem 
to  show  that  there  is  any  reasonable  ground 
for  supposing  that  such  registrations  might 
be  expected  in  the  future  were  the  Limited 
Partnership  Bill  to  be  passed. 

The  only  chance,  as  it  seems  to  us,  of 
making  this  Bill — if  passed — anything  more 
living  than  Sections  4  to  8  of  the  Companies 
Act,  1867  (cited  in  error  as  the  Companies 
Act,  1877,  by  our  contemporary),  would  be  if  at 
the  same  time  provision  were  to  be  made 
restricting  the  operations  of  the  Companies 
Acts  to  undertakings  of  sufficient  importance 
to  be  bond  fide  regarded  as  public  companies. 
The  question  is  one  that  would  no  doubt  have 
to  be  very  carefully  considered  in  all  its 
bearings  before  any  definite  action  was  taken, 
but  it  certainly  seems  to  us  that  all  legfitimate 
claims  of  a  private  company  would  be  met  by 
granting  power  to  register  as  a  limited  partner- 
ship. The  genuine  private  company  is,  or 
should  be,  in  all  cases  managed  by  persons 
who  give  practically  the  whole  of  their  time  to 
its  management  and  have  a  very  substantial 
pecuniary  interest  in  the  undertaking.  There 
seems  to  be  no  very  obvious  reason  why  such 
persons  should  be  entitled  to  carry  on  a  busi- 
ness which  for  all  practical  purposes  is  their 
business  with  limited  liability  ;  still  less  reason 
is  there,  in  our  view,  why  they  should  be 
entitled  not  merely  to  all  the  benefits  of  public 
companies,  but  should  also  be  immune  from 
the  provisions  inserted  in  the  Companies  Act, 
1900,  for  the  protection  of  investors.  The 
main  argument  in  favour  of  allowing  limited 
liability  at  all  is  that  upon  this  principle  many 
prosperous  and  useful  undertakings  can  be 
founded  which  could  not  by  any  other  means  • 
have  been  brought  into  existence.    There  is 
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no  such  argument  in  favour  of  allowing  a 
tradesman,  a  merchant,  or  even  a  manu- 
facturer, to  carry  on  his  business  without 
becoming  fully  responsible  for  the  consequences 
of  his  manner  of  so  doing ;  still  less  reason  is 
there  for  allowing  him  to  do  so  in  a  manner 
which  it  is  admittedly  undesirable  should  be 
pursued  by  larger  undertakings.  A  concession 
of  limited  liability  is  necessary,  of  course,  to 
enable  large  sums  to  be  subscribed  as  capital 
for  the  carrying  through  of  huge  ventures,  but 
there  is,  it  seems  to  us,  no  reason  why  anyone 
should  be  allowed  to  carry  on  business  upon 
quite  a  small  scale  with  the  benefit  of  limited 
liability.  We  trust  that  this  aspect  of  the 
matter  may  be  duly  considered  before  the  Bill 
now  under  consideration  becomes  law,  as,  we 
understand,  will  very  likely  be  the  case  this 
session;  but,  however  that  may  be,  its  one 
chance  of  being  ever  utilised  in  practice  is,  it 
seems  to  us,  if  it  be  made  compulsory  in  the 
case  of  the  so-called  private  limited  company. 


Secret  Reserves  and  Panics. 


IT  HE  most  powerful  argument  put  forward  in 
^  favour  of  Secret  Reserves  is  unquestion- 
ably that  their  existence  enables  not  merely 
dividends,  but  also  declared  profits,  to  be 
equalised,  thus  tending  to  steady  the  market 
price  of  shares  in  times  of  exceptional  depression 
or  loss.  Whatever  views  may  be  held  as  to 
the  desirability  of  Secret  Reserves  per  se,  this 
argument  is  usually  accepted  as  a  statement  of 
fact,  and  that  being  so  it  will,  we  think,  not  be 
without  interest  if  we  consider  how  far  the 
existence  of  a  Secret  Reserve  is  calculated  to 
steady  the  market  price  of  shares  in  times  of 
exceptional  loss,  or  even  panic. 


The  losses  sustained  by  the  leading  British 

insurance  companies  as  a  result  of  the  recent 

deplorable  earthquake  in  San  Francisco  affords 

us  an  opportunity  of  gauging  to  what  extent  (if 

at  all)  Secret  Reserves  have  such  a  steadying 

effect  upon  prices.     It  is  doubtless  as  yet  too 

early  to  form  even  an  approximate  estimate  of 

the  losses  sustained  or  of  the  claims  that  will 

eventually  have  to  be  met  by  British  insurance 

companies;   but   inasmuch    as   it    is    current 

estimates  of  losses,  rather  than  what  may  at 

some  future  date  be  ascertained  to  be  the  true 

losses,  which  affect  current   prices,  it  is,  we 

think,  sufficient  for  our  purpose  to  adopt  the 

statements  of  a  contemporary,  which  place  the 

losses  of  certam  of  the  leading  companies  as 

follows  — 

Commercial  Union 2    millions 

Liverpool  and  Lor  don  and  Globe.  •  4  m 

London  Assurance 3  m 

London  and  Lancashire       ..         ..  3^  .1 

North  British  and  Mercantile        ..  2 

Northern         3  i* 

Royal 3i  t* 

Royal  Exchange        2^  „ 

Sun 2  „ 

These  are  are  the  companies  whose  losses  are 
estimated  by  our  contemporary  at  two  millions 
and  upwards.  It  may  well  be  questioned 
whether  in  point  of  fact  they  will  even  remotely 
approach  these  figures ;  but  still,  such  as  they 
are,  they  represent  the  losses  attributed  to  the 
various  companies  named. 

At  the  end  of  last  month  the  middle  prices  of 
these  companies'  shares  were  as  follows : — 

Commercial  Union         89 

Liverpool  and  London  and  Globe       . .  50J 

London  Assurance  75 

London  and  Lancashire 34 

North  British  and  Mercantile  . .         . .  42} 

Northern 84 

Royal         56i 

Royal  Exchange ^^-.^  319J 

Sun D4gitize6by  vJi»C  16J     Z 
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As  a  result  of  the  news  which  reached 
London  on  the  morning  of  the  19th  inst.  there 
was  a  considerable  fall  in  prices,  and  we  believe 
that  the  following  represent  the  lowest  figures 
reached : — 

Commercial  Union          79 

Liverpool  and  London  and  Globe       . .  44^ 

London  Assurance          . .         . .         . .  56 

London  and  Lancashire 25 

North  British  and  Mercantile  . .         . .  38 

Northern 83  J 

Royal          47 

Royal  Exchange . .  305 

There  has  been  some  recovery  since,  but  the 
point  to  which  we  wish  to  draw  special  atten- 
tion is  that  the  existence  of  the  enormous 
Secret  Reserves  which  every  first-class  insur- 
ance company  maintains  does  not  appear  to 
have  produced  its  expected  effect  oi  steadying 
prices  in  moments  of  panic. 

At  the  same  time  it  is  important  not  to 
overlook  the  fact  that  with  insurance  com- 
panies there  is  very  naturally  a  greater  desire 
upon  the  part  of  investors  to  sell  in  times  of 
panic  than  would  be  the  case  in  connection 
with  more  ordinary  undertakings,  on  account 
of  the  very  heavy  uncalled  liability  upon  all 
insurance  companies'  shares.  The  extent  of 
this  liability  may  be  gathered  from  the  follow- 
ing table : — 

Vot««  «f  r'^..,^,.,^  Nominal    Denomination   Paid 

Name  of  Company  ^^pj^^j         of  shares        up 

Commercial  Union                  . .  £500,000  £50  £5 
Liverpool    and     London    and 

Globe 12,282,000  100  2 

London  Assurance         ..        ..  7ii724  25  12A 

London  and  Lancashire          . .  910,000  25  2I 

North  British  and  Mercantile . .  440,000  25  6| 

Northern 300,000  100  10 

Royal          870,860  20  3 

Royal  Exchange 689,220  100  100 

Sun 64,000  10  7i 

There  can,  we  think,  be  little  question  that 
the  anxiety  of  certain  investors  to  get  rid  of 
their  holdings  without  waiting  for  any  reliable 
information  as  to  the  extent  of  losses  involved 
has  been  due  to  panic,  caused  by  their  appre- 
ciating, perhaps  for  the  first  time,  that  there 
was  a  serious  uncalled  liability  in  connection 


with  their  holding.  In  the  days  when  limited 
liability  was  looked  at  askance  it  was,  no 
doubt,  necessary  that  all  concerns  claiming 
to  be  regarded  as  really  sound  should  have 
a  considerable  reserve  of  uncalled  capital  to 
fall  back  upon  in  case  of  need,  but  at  the 
present  time  the  business  world  has  doubt- 
less outgrown  this  frame  of  mind.  As 
matters  now  stand,  it  seems  to  us  that  the 
existence  of  a  heavy  uncalled  liability  is  a 
disturbing  rather  than  a  reassuring  factor  in 
times  of  panic.  Be  that  as  it  may,  it  is  clear 
that  Secret  Reserves,  of  themselves,  are  insuffi- 
cient to  steady  prices  even  when  most  well- 
informed  persons  feel  confident  that  the  loss 
sustained  is  not  in  any  case  likely  to  so 
seriously  tax  the  reserves  of  the  companies 
concerned  as  to  cause  them  to  forego  their 
customary  dividends  even  for  a  single  year. 
And  the  question  is  thus  well  worth  considering, 
whether  this  somewhat  unexpected  position  of 
affairs  is  due  to  the  failure  of  the  Secret 
Reserve  to  fulfil  what  we  may  fairly  take  to  be 
the  object  of  its  existence,  or  whether  it  is 
merely  due  to  the  fact  that  its  steadying  power 
is  not  sufficiently  great  to  overcome  the  dis- 
turbing effect  of  the  partly  paid-up  share  with 
a  heavy  uncalled  liabiHty. 


Some  Legal  Terms. — VII. 
The  Court5  of  Law.— The  Civil  Courts. 


[By    our    LECiAL   CONTRIhL'TOK,] 

WE  now  come  to  the  second  main  head  of  this 
subject—viz.,  the  "  Civil  Courts."  In  dealing 
with  these  I  shall,  as  in  the  case  of  the  ''Criminal 
Courts,"  subdivide  them  into  two  groups— viz., 
"Courts  of  Superior  Jurisdiction/'  ur,  shortly, 
"  Superior  Courts,"  and  "  Courts  of  Inferior  Jurisdic- 
diction,"  or  "InferiorpC.<j|urtp-;QQQg[e 
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In  the  former  I  shall  place  the  House  of  Lords, 
the  Judicial  Committee  of  the  Privy  Council,  and 
the  Supreme  Court  of  Judicature;  in  the  latter,  all 
other  Courts  exercising  civil  jurisdiction. 

Of  the  Superior  Courts  the  House  of  Lords  and 
the  Judicial  Committee  of  the  Privy  Council  are 
Appeal  Coiuts  pure  and  simple.  To  the  former  lie 
all  fimtl  appeals  from  the  Court  of  Appeal  in 
Kngiaiid,  and  from  those  S(^ot(*h  and  Irish  Coiu-ts 
Inuu  which  an  appeal  lay  to  that  House  at  the  date 
of  the  Appellate  Jurisdiction  Act  of  1876.  The 
Judicial  Committee  of  the  Privy  Council  hears  -final 
appeals  from  the  Colonies  and  India,  and  also 
ap[)ea]s  in  Ecclesiastical,  Admiralty,  and  Lunacy 
matters. 

The  House  of  Lords  as  a  final  Court  of  Appeal 
diflfers  in  its  composition  from  that  of  the  Court  of  the 
Lord  High  Steward,  to  which  I  alluded  in  the  pre- 
ceding article,  and  is  rather  in  the  nature  of  a  Com- 
mittee of  the  House  consisting  of  not  less  than  three 
"  Lords  of  Appeal."  A  "  Lard  of  Appeal "  may  be 
either  (i)  the  Lord  Chancellor  of  Great  Britain  for 
the  time  being;  (2)  a  Lord  of  Appeal  in  Ordinary, 
the  number  of  whom  is  limited  to  four;  (3)  a  Peer 
(»f  Parliament  who  has  held  high  judicial  office. 

The  Judicial  Committee  of  the  Privy  Council 
consists  of  the  Lord  President,  such  members  of 
the  Privy  Council  as  hold  or  have  held  high  judicial 
office,  the  Lords  Justices  of  Appeal,  and  two  other 
persons  being  Privy  Councillors  whom  the  Sovereign 
may  appoint.  Besides  these  there  may  be  one  or 
two  paid  members  who  have  held  the  office  of  Judge 
in  the  East  Indies. 

The  Sujx'eme  Court  of  Judicature  consists  of  two 
l>ranches — viz.,  the  "Court  of  Appeal"  and  tlie 
"High  Court  of  Justice."  To  the  Court  of  Appeal 
lie  appeals  and  applications  for  new  trials  in  the 
case  of  actions  tried  in  the  High  Court,  Appeals 
also  lie  to  it  in  Bankruptcy  cases  and  in  matters  of 
Lunacy,  and  in  cases  arising  in  the  Chancery  Courts 
of  the  Counties  Palatine^  of  Lancaster  and  Durham. 
The  Court  of  Appeal  is  com|X)sed  of  four 
'.V  ofjido  Judges — viz.,  the  Lord  Chancellor  (who  is 
Tresident),  the  Lord  Chief  Justice,  the  Master  of 
the  Rolls,  the  President  of  the  Probate,  Divorce,  and 


Admiralty  Division,  and  of  live  ordinary  Judges  with 
the  title  of  "  Lord  Justices  of  Appeal."  It  generally 
sits  in  two  divisions  of  three  Judges,  but  for  certain 
purposes  two  Judges  are  sufficient. 

The  other  branch  of  the  Supreme  Court  of  Judi- 
cature, viz.,  the  High  Court  of  Justice,  is  sub-divided 
into  three  divisions — viz.,  the  King*s  Bench  Division, 
the  Chancery  Division,  and  the  Probate,  Divorce, 
and  Admiralty  Division.  The  first  of  these  consists 
of  fifteen  Judges — viz.,  the  Lord  Chief  Justice  of 
England,  and  fourteen  ^'puisne"'  or  subordinate 
Judges ;  the  second,  of  tfie  Lord  Chancellor  as 
President,  and  six  other  Judges;  and  the  third,  of 
the  President  and  one  other  Judge.  The  Courts  of 
the  King's  Bench  Division  are  very  frequently 
spoken  of  as  "  Common  Law "  Courts,  as  dis- 
tinguished from  those  of  the  Chancery  Division, 
which  are  known  as  "  Chancery  "  Courts,  or  Courts 
of  "  Equity."  We  have  when  considering  the  subject 
of  Common  Law  and  Equity  alluded  to  the  original 
distinction  between  these  Courts,  and  have  seen  that 
although  such  distinction  no  longer  now  exists,  yet 
that  for  the  sake  of  greater  convenience  certain 
classes  of  action  are  still  assigneil  to  the  Chancery 
Division.  Accordingly,  roughly  speaking,  we  may 
say  that  all  actions  not  falling  within  one  of 
those  classes  will  be  brought  in  the  King's 
Bench  Division,  unless,  of  course,  they  are  in 
the  nature  of  Probate,  Divorce,  and  Admiralty  pro- 
ceedings, when  they  will  be  taken  in  their  proper 
division.  From  an  accountant's  point  of  view 
perhaps  the  most  important  matters  assigned  to  the 
Chancery  Division  are  Company  matters,  and  more 
particularly  the  Winding-up  of  Companies  and 
Debenture-holders'  Actions. 

The  Bankruptcy  Court  is  now  united  with  the 
Supreme  Court,  and  its  jurisdiction  transferred  to 
the  King's  Bench  Division  of  the  High  Court. 

There  now  remain  for  our  consideration  only  the 
•*  Inferior  Courts  of  Civil  Jurisdiction,"  or  Courts 
exercising  a  civil  jurisdiction  limited  either  locally 
or  as  to  the  amount  claimable,  or  in  respect  of  both. 
The  most  im|)(>rtant  of  ihese  an*  the  '"County  (\>urts.'' 
For  the  purpose  of  these  Courts  England  is  divided 
into  lifty-four  "Circuits,"  exdudii^the^^Cit^j  of 
Digitized  by  ^ 
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London,  which  has  its  own  County  Court,  known  as 
the  "  City  of  London  Court."  Each  of  the  circuits 
has  a  Judge  allotted  to  it,  save  in  one  or  two 
instances,  where  there  are  two  Judges.  The  circuits 
include  a  varying  number  of  "Districts,"  each  with 
its'*' Registrar"  and  "High  Bailiff."  The  jurisdic- 
tion of  these  Courts  is  limited  locally  to  the  place  of 
residence  of  the  defendant,  by  which  I  mean  that  a 
County  Court  can  only  entertain  a  claim  against  a 
defendant  who  either  Hves  or  carries  on  business 
within  a  district  of  thaf  Court  at  the  time  of  the 
commencement  of  the  action,  or,  by  leave  of  the 
Judge  or  Registrar,  against  a  defendant  who  has  so 
lived  Off  carried  on  business  within  six  calendar 
months  next  before  that  date.  As  regards  amount, 
the  limit  may  now,  for  all  practical  purposes,  be 
stated  to  be  jQioo  in  Common  Law  and  ^£500  in 
Equitable  actions.  It  must  not,  however,  be 
forgotten  that  no  action  for  libel,  slander,  seduction, 
or  breach  of  promise  of  marriage  can  be  brought  in 
the  County  Court,  unless  the  parties  in  writing 
consent,  or  the  action  is  remitted  from  the  High 
Court 

The  Bankruptcy  jurisdiction  of  the  County  Court, 
where  it  has  it,  is,  substituting  "debtor"  for 
"  defendant,"  subject  to  the  same  local  restriction  as 
in  the  case  of  actions.  The  Metropolitan  County 
Courts  have  no  bankruptcy  jurisdiction.  Upon 
County  Courts  exercising  bankruptcy  jurisdiction 
there  is  also  conferred  authority  in  company 
wLnding-up,  where  the  registered  office  of  the  com- 
pany is  within  the  jurisdiction  of  such  a  Court  and 
the  paid-up  capital  does  not  exceed  jQio.ooo. 

Certain  County  Courts  held  in  the  neighbourhood 
of  the  sea  have  a  limited  Admiralty  jurisdiction,  and 
a  further  important  class  of  cases  assigned  to  County 
Courts  generally  are  those  which  arise  between 
employers  and  workmen,  either  under  the  Employers' 
Liability  Act  of  1880  or  the  Workmen's  Compensa- 
tion Act,  1897. 

County  Court  actions  are  for  the  most  part  tried 
before  the  Judge,  or  Registrar,  without  a  jury,  but  a 
jury  may  be  required  by  either  party  where  the 
amount  claimed  exceeds  £Sy  and  the  action  is  not  j 
of  an  Equitable  nature.  The  number  of  the  County 
Court  jury  is  eight.  I 


As  regards  appeals  from  County  Courts,  these, 
save  in  cases  arising  under  the  Workmen's  Com- 
pensation Act,  are  heard  by  what  is  known  as  a 
"Divisional  Court"  of  the  High  Court  of  Justice. 
Such  a  Court  may  consist  of  two  or  more  Judges 
of  the  High  Court  sitting  together,  or,  as  it  is  some- 
times technically  called,  "  in  banc,"  but,  as  a  matter 
of  fact,  the  Court  is  at  present  always  composed  of 
three  Judges,  the  Lord  Chief  Justice  presiding.  The 
decision  of  the  Divisional  Court  is  final  in  County- 
Court  appeals,  unless  leave  is  given  to  appeal  to  the 
Court  of  Appeal. 

Before  concluding  I  must  not  omit  to  mention  the 
limited  civil  jurisdiction  exercised  in  some  instances 
by  Petty  Sessional  and  Police  Courts.  Sums  of  a 
more  or  less  small  amount  have  by  the  provisions  of 
various  statutes  been  made  recoverable  therein  as 
"Civil  debts"  under  an  order  of  the  Justices  or 
Magistrate,  with  an  example  of  which,  arising  under 
the  Merchant  Shipping  Act,  1894,  and  relating  to  the 
recovery  of  seamen's  "  wages  "  where  the  claim  does 
not  exceed  ^£50,  all  readers  of  "  Stevens "  will  be 
familiar. 


Meeftls  Vlotes. 


Roosevalton  Some  twelve  months  ago  President 
Red  Tape.  Roosevelt  appointed  a  commission  to 
study  the  business  methods  of  the  various  departments 
of  the  Government,  with  a  view  to  systematising  the 
work  and  reducing  the  amount  of  "red  tape"  to  a 
minimum.  At  a  recent  meeting  of  the  members  of  the 
commission  the  President  got  rid  of  some  very  healthy 
remarks  on  the  subject  under  review,  which  might  well 
be  borne  in  mind  on  this  side : — 

''  While  I  think  there  is  comparatively  little  corrup- 
tion in  the  national  governmental  service,  and 
while  that  little  I  intend  to  cut  out  or  have  cut  out 
through  agencies  other  than  yours,  it  yet  remains  true 
that  there  is  a  good  deal  of  duplication  of  work,  a 
good  deal  of  clumsiness  of  work,  and,  above  all,  the 
inevitable  tendency  toward  mere  bureaucratic  methods, 
against  which  every  Government  official  should  be 
perpetually  on  his  guard — the  tendency  to  regard  not 
the  case,  but  the  papers  in  the  case  as  the  all 
important  matter  with  which  to  deal,  and  to  feci  a 
proud  sense  of  duty  performed  if  all  those  papers  arc 
appropriately  docketed  and  referfgtl  and  minutes  made 
Digitized  by  vnOO 
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al>out  them,  and  then  referred  back,  without  regard 
to  what  has  become  of  the  real  fact  at  issue. 

''I  do  not  want  a  diagnosis  of  the  case.  I  want  a 
recommendation  how  to  reach  the  case ;  I  do  not  want 
merely  to  know  that  thing*  are  bad;  I  want  to  know 
what  is  bad  and  what  is  to  be  done  to  make  it  better ; 
so  that  if  l^slation  is  necessary  I  can  recommend  it ; 
90  that  if,  as  I  hope  will  be  true  in  the  enormous 
majority  of  cases,  the  matter  can  be  reached  by  execu- 
tive regulation,  I  can  see  that  that  regulation  is  issued. 
I  want  to  say  right  here,  gentlemen,  that  I  shall  value 
the  reports  that  I  receive  largely  in  proportion  as  they 
do  not  call  for  legislation.  There  is  nothing  easier 
than  to  draw  up  an  elaborate  minute  to  show  how  well 
things  would  go  on  if  someone  else  did  something 
difierent." 


Some  very  interestiog  figures  are  given 
AntHineiits.    in  a  Return  just  issued  by  the  Treasury 
relating  to  the  taxes  under  Schedules  D  and  £  during 
the  fiscal  year  1903-4. 

Schedule  D.  £ 

471,500  individuals  assessed  on     ..         ..     128,290,300- 
58,600  firms        do.  . .         . .       88,576.200 

30,400  public  companies    do 245,484,000 

9,800  local  authorities     do 17,314,200 

There  were  only  19  persons  taxed  for  incomes  amount- 
uig  to  £50,000  and  upwards,  but  113  firms,  822  com- 
panies, and  46  authorities,  paid  on  that  assessment. 
There  were  370,400  assessments  under  Schedule  £, 
and  the  gross  assessment  wa^  ;^86,o79,20o.  The  total 
sum  contributed  by  both  schedules  amounted  to 
£22,156,600,  a  very  respectable  proportion  of  the 
aggregate  collection  (;f33>o44>ocK))' 


8«Mt  AM  the 


The   Financial    News     protests    very 

UMt  of        strongly  against  the  following  paragraph , 

hAwvttiatamat,  ^^hich    is    taken  from  a  circular,  the 

point   being    that    the    brokers    through    whom    the 

business  is   done    can    hardly    be    unaware    of   the 

methods  by  which  it  is  obtained  :~ 

"We  wish  you  to  clearly  understand  that  we  our- 
selves are  not  brokers  or  dealers.  We  are  certificated 
accountants,  and  employed  chiefly  by  official  Stock 
Exchange  brokers,  and  our  twenty  years  of  profes- 
sional experience,  long  training,  and  standing  in  such 
capacity,  and  our  hourly  presence  *  on  the  spot ' 
enables  u«  to  give  the  very  best  expert  advice  in,  and  to 
efficiently  manage  all  matters  connected  with,  stock  and 
share  transactions.  We  may  add  here  that  official 
brokers  do  not  give  advice  to  their  clients  in  marginal 
investments — advice  in  such  is  not  their  business.'' 
Our  contemporary  goes  on  to  say  that  while  the  rule 
against    *' house"    advertising   is   very   absurd   and 


antiquated,  it  is  the  rule  nevertheless,  and  should 
therefore  be  observed.  For  our  own  part  we  should 
like  to  know  what  a  *'  certificated  "  accountant  really 
is.    These  adjectives  are  a  little  bewildering  at  times ! 


Th«  Appointment  '^^'^    ^°"°^^^    °^     ^^    Birmingham 
of  Oompany       Chamber  of  Commerce  has  passed  a 
Andlton.         resolution  in  favour  of  amendments  of 
the  Companies  Acts,  as  follows : — 

(i)  There  should  be  a  provision  that  notice  of  the 
nomination  of  an  auditor  or  auditore  other  than  the 
retiring  auditor  or  auditors  must  be  given  to  the  com- 
pany not  less  than  fourteen  days  before  the  annual 
general  meeting  and  included  in  the  notice  convening 
the  meeting. 

(2)  The  auditor  or  auditors  named  in  the  prospectus 
of  a  company  should  be,  ipso  factOy  the  auditor  or 
auditors  of  a  company  up  to  the  first  annual  general 
meeting,  otherwise  the  first  auditor  or  auditors  of  the 
company  to  be  appointed  by  the  directors. 

(3)  Where  there  has  been  an  offer  of  shares  to  the 
public,  one  at  least  of  the  auditors  should  be  a  pro- 
fessional accountant. 

A  copy  of  the  resolution  has  been  forwarded  to  the 
President  of  the  Board  of  Trade,  and  acknowledged 
on  his  behalf  with  an  intimation  that  the  suggestions 
will  receive  consideration.  There  can,  of  course,  be 
no  doubt  as  to  the  desirability  of  the  amendments 
referred  to,  but  the  points  are  by  no  means  new,  and 
were,  indeed,  all  more  or  less  fully  discussed  during 
the  years  1894- 1900,  during  which  various  Committees 
were  inquiring  into  the  necessary  alterations  of  the 
then  existing  law,  which  eventually  led  up  to  the  1900 
Act.  It  is,  and  we  presume  will  always  remain,  a 
mystery  how  any  such  obviously  desirable  clauses 
should  have  escaped  the  attention  of  these  Committees. 


ImprlMnment  ^  recently  issued  return  shows  that 
for  D«bt.  during  the  year  1904  no  less  than 
107,625  persons  were  received  in  prison  in  default  of 
payment  of  some  fine  inflicted  for  a  likore  or  less  trivial 
offence.  In  the  year  1894  the  corresponding  figure 
was  81,349.  There  is  thus  an  increase  of  considerably 
over  25  per  cent.,  but  almost  a  corresponding  increase 
is  observable  in  the  total  number  of  persons  sentenced 
to  pay  fines.  Apart  from  the  question  of  the  desira- 
bility of  the  State  paying  for  the  maintenance  of 
persons  who  are  not  disposed  to  pay  such  fine  as  may 
have  been  levied  against  them  for  an  offence  sufficiently 
insignificant  to  be  so  punished,  it  may  be  pointed  out 
that  wherever  imprisonment  is -the  re^^of  inability  to 
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pay  it  amounts  to  neither  more  nor  less  than  imprison- 
ment for  debt.  To  these  figures  must,  however,  be 
added  a  total  of  19,217  persons  actually  committed  to 
prison  for  debt  during  the  year  1904.  This  figure  is 
sufficiently  startling  in  itself,  but  is  the  more  so  when 
it  is  borne  in  mind  that  the  total  has  steadily  increased 
during  each  of  the  past  six  years,  and  exceeds  by 
50  per  cent,  the  total  in  1899.  The  economic  waste 
involved  would  appear  to  be  too  obvious  to  be  worth 
drawing  attention  to  but  for  the  fact  that  it  seems 
in  some  unaccountable  way  to  be  lost  sight  of. 


describe  themselves.  The  member  in' question,  who 
apparently  is  a  clerk  employed  in  a  brewery,  describes 
himself  as  an  "  Incorporated  Accountant  (L.A.)."  It 
is,  of  course,  one  of  the  questions  which  has  yet  to  be 
argued  in  the  pending  action  whether  this  description 
is  too  near  the  term  "  Incorporated  Accountant," 
employed  by  most  members  of  the  Society  of  Accoun- 
tants and  Auditors,  to  be  permitted.  Pending  the 
decision  of  the  Court,  we  naturally  can  express  no 
opinion  upon  the  matter,  one  way  or  the  other. 


DIsiran  and  ^^®  understand  that  certain  houses 
Hln-PnrohaM     interested  in  the  hire-purchase  busi- 

AtfitomeBte.  ^^gg  ^^j^  taking  steps  to  bring  before 
Parliament  a  Bill  to  amend  the  law  of  distress  with  a 
view  to  excepting  goods  held  under  hire-purchase 
agreements  from  liability  to  distress  for  rent.  There  is 
no  doubt  something  to  be  said  in  favour  of  the  state- 
ment that  traders  dealing  under  such  agreements  are 
often  obliged  to  themselves  seize  their  goods  for 
default  in  order  to  avoid  losing  them  altogether  when 
the  hirer  has  allowed  the  rent'  of  his  premises  to  get 
into  arrear.  But,  from  the  point  of  view  of  the  landlord, 
it  certainly  does  not  appear  to  be  very  equitable  that 
any  such  exception  should  be  made,  inasmuch  as  he 
has  practically  no  means  of  distinguishing  between 
goods  that  are  the  property  of  his  tenant  and  goods 
held  under  a  hire-purchase  agreement.  The  furnishing 
houses  are  aware,  on  the  other  hand,  that  under  the 
existing  law  rent  must  in  any  event  be  paid,  and  the 
extent  of  their  possible  losses  is  in  all  cases  limited  to 
the  amount  of  rent  in  arrear  for  the  time  being,  which 
in  case  of  need  they  could  pay  themselves  to  avoid  a 
distress. 


^      ^      At  a  recent  meeting  of  the  London 
I  County  ^ 

CphhoU  County  Council  the  proposal  to  extend 

Tramvayi.        ^hg    Aldwych- Islington    tramways    to 

Highbury  Station,  at  a  cost  of  ;(^46,500,  was  adopted, 

but  not  without  a  somewhat  heated  discussion.    It  was 

pointed  out  by  one  Councillor  that.tbis  very  expenditure 

was  not  included  in  the  estimates  considered  only  a 

week  previously,  thus  showing  how  little  control  the 

Council  really  had  over  its  own  capital  expenditure. 


lBGorff«ratod      A  correspondent  has  forwarded  us  a 

AoooantanU.      copy  of  a  document  as  showing  how 

members  of  the  London  Association  of  Accountants 


The  Lancashire    The  28th  Annual  Report  and  Accounts 
and  Yorkthlre     ^f    tjjg    Lancashire     and     Yorkshire 
Iniuranctt  Co.,     Accident  Insurance  Co.,  Lim.,  for  the 
Lim.  year  ended  31st  March  last  have  now 

been  issued,  and  will  be  submitted  at  the  general  meet- 
ing of  the  company  to  be  held  on  the  4th  prox.  The 
Revenue  Account  shows  a  net  premium  income  of 
jf  5 1,387,  and  a  credit  balance  of  ;f  10,081,  which,  added 
to  the  total  Reserve  Funds,  brings  these  up  to  ;f  71,329- 
The  Investments,  which  appear  in  the  Balance  Sheet  at 
;f  102,209,  are  stated  to  be  at  cost,  but  no  indication  is 
given  as  to  their  present  value,  and  the  auditors'  report, 
which  is  presumably  embodied  in  their  certificate,  is 
equally  silent  upon  the  point.  Doubtless  the  ample 
Reserve  Funds  are  sufficient  to  provide  for  any  depre- 
ciation that  may  have  taken  place,  as  well  as  for  all 
unexpired  risks,  but  in  the  case  of  insurance  companies 
we  consider  it  undesirable  that  investments  should  be 
stated  at  a  figure  exceeding  their  aggregate  market 
value  without  ihe  amount  of  such  excess  being  clearly 
stated.  It  may,  of  course,  be  that  in  the  case  of  this 
company  the  present  value  of  its  investments  exceeds 
their  cost,  but  such  a  position  is  at  the  present  time  so 
unusual  that  there  ought  not  to  be  any  ambiguity  with 
regard  to  the  point. 

Debenturei  and  The  question  raised  by  our  correspon- 
Income  Tax.  dent  "  T.  E.  A."  last  week  is  one 
which  may  somewhat  frequently  arise  in  practice,  and 
it  is  therefore  perhaps  worthy  of  more  extended  con- 
sideration than  we  were  able  to  give  it  in  the  form  of 
a  foot-note.  In  the  ordinary  course  of  events— that  is 
to  say,  subject  to  any  special  conditions  that  may  have 
been  attached  to  the  issue — interest  on  debentures  con- 
tinues to  run  up  to  the  date  of  actual  repayment ;  but 
in  the  event  of  the  assets  not  proving  sufficient  to  pay 
debenture-holders*  claims  in  respect  of  both  principal 
and  interest,  such  payments  as  ti]^y*^be  made  generally 
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out  of  the  funds  available  would  be  properly  treated  as 
a  return  of  capital,  and  in  consequence  income-tax 
would  not  be  payable  thereon,  nor  on  any  portion  of 
the  sum  referred  to.  Sometimes,  however,  if  the 
receivership  goes  on  for  an  extended  period,  an  interim 
payment  is  made  to  debenture-holders  as  representing 
interest.  It  is  the  duty  of  the  receiver  to  deduct 
income-tax  from  any  payment  so  made,  and  to  account 
therefor  to  the  Inland  Revenue  authorities,  or  if  the 
payment  out  is  made  by  the  Court  the  same  procedure 
would  be  pursued.  If  at  a  later  stage  it  transpired 
that  there  were  not  sufficient  assets  to  meet  the  claims 
of  debenture-holders  in  full,  we  do  not  think  that  any 
individual  debenture-holder  could  sustain  a  claim  for 
the  repayment  of  income-tax  overpaid  on  the  ground 
that  the  interim  distribution  made  as  interest  was  in 
point  of  fact  a  payment  on  account  of  capital.  The 
determining  factor  would,  we  think,  be  whether  the 
payment,  when  made,  was  made  as  a  payment  of 
interest  or  of  capital,  and  we  do  not  think  that  any- 
thing which  subsequently  transpired  would  modify  the 
matter. 


however,  characteristic  of  the  methods  of  our  Legislature 
that  while  this  somewhat  elementary  point  was  duly 
appreciated  in  connection  with  building  societies  in 
1894,  no  steps  have  yet  been  taken  to  provide  a  similar 
safeguard  in  connection  with  any  other  kind  of  under- 
taking. 


The  Acoountt 

of  Iiooal 
Aathoritiei. 


Th«  Itetatft  of  It  is  perhaps  worth  while  bearing  in 
Fortl^  Uturi.  mind  that  letters  from  this  country 
addressed  to  France  or  Germany  need  only  be  stamped 
a^d.  provided  they  do  not  weigh  more  than  15  grams. 
This  weight  exceeds  by  approximately  5  per  cent,  the 
half-ounce,  which  is  ordinarily  regarded  as  the 
maximum  weight  for  such  letters,  and  it  is  thus  quite 
possible  that  letters  may  be  needlessly  over-stamped  if 
it  be  overlooked  that  for  the  purposes  of  letters  to  be 
sent  to  France  and  Germany  metric  weights  are  used. 


^  It  is  stated  by  a  contemporary  that 
Lay  AudlU.  the  secretary  of  a  friendly  society  em- 
bracing among  its  members  a  large  number  of  civil 
servants  has  absconded,  and  that  securities  to  the 
valoe  of  nearly  j£*30,ooo  are  missing.  It  is  added  that 
the  operations  of  this  secretary  were  under  the  control 
of  a  board  of  four  directors,  a  solicitor,  and  two 
auditors  chosen  from  the  members,  who,  until  his  dis- 
appearance, bad  no  reason  to  suspect  that  ever3^hing 
connected  with  the  secretary's  affairs  was  not  in  perfect 
order.  This  is,  of  course,  the  normal  state  of  affairs 
when  irregularities  come  to  light  in  connection  with 
the  accounts  of  a  friendly  society,  and  it  is  doubtless  a 
condition  that  will  continue  so  long  as  these  societies' 
accounts  are  allowed  to  be  audited  by  their  own  mem- 
bers instead  of  by  properly  qualified  accountants.  It  is, 


The  letter  which  appeared  in  our  last 
issue  signed  **  Fellow  of  the  Institute 
of  Municipal  Treasurers  and  Accoun- 
tants," throws  an  interesting  sidelight  upon  ofBcial 
methods  of  stating  the  accounts  of  trading  under- 
takings, which  clearly  shows  (if  indeed  any  demonstra- 
tion was  needed)  the  necessity  for  the  inquiry  in 
progress  before  the  Departmental  Committee  recently 
appointed  by  the  President  of  the  Local  Government 
Board.  To  some  it  may  appear  to  be  a  matter  of  no 
consequence  whether  accounts  are  framed  upon  the 
Cash  basis  or  the  Revenue  basis,  but  when — as  in  the 
case  cited — it  can  be  shown  that  by  this  means  a 
deficiency  which  ought  to  be  borne  out  of  the  current 
rate  can,  by  keeping  the  accounts  upon  a  cash  basis, 
be  postponed,  and  thus  thrown  upon  a  later  rate,  it  is 
to  be  hoped  that  even  those  who  know  little  or  nothing 
about  accounts— and,  therefore,  care  as  little — will 
appreciate  that  the  proper  treatment  of  such  matters 
may  make  a  very  material  difference  to  individuals,  for 
of  course  it  goes  without  saying  that  the  ratepayers  of 
any  local  authority  are  a  constantly  changing  body. 
When  the  law  requires  any  particular  item  of  expen- 
diture to  be  charged  against  current  rates  it  ought  not- 
to  be  possible,  by  the  adoption  of  an  antiquated  or 
inaccurate  system  of  accounts,  to  throw  that  charge 
upon  other  persons  without  the  illegality  being  auto- 
matically made  apparent.  Incidentally,  the  mere  fact 
that  a  district  auditor  should  actually  require  accounts 
to  be  framed  in  so  improper  a  manner  shows  beyond 
all  question  the  futility  of  expecting  any  Government 
Department  to  deal  with  such  matters  upon  proper  and 
businesslike  lines. 


At  a  meeting  of  the  Committee  of  the 

Amorlean  Life  " 

OfflcM  and  Brttiih  British  policy-holders  of  the  Mutual 

Polioy-holdori.  Ljf^  Assurance  Company  of  New 
York,  held  on  the  20th  inst.,  a  Sub-Committee  was 
appointed  with  instructions  to  communicate  at  once 
with  the  British  policy-holders  and  secure  their 
support,  and  also  with  authority  to  communicate  with 
the  representatives  of  the  company  and  others  as  it 

might  deem  necessary.    The  Sub-Committee  consisted 
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of  Lord  Northcliffe,  Lord  Armstrong,  Lord  St.  Oswald, 
Mr.  J.  S.  Harmood-Banner,  F.C.A.,  M.P.,  Mr.  Robertson 
Lawson,  C.A.,  Mr.  J.  H.  Seaverns,  M.P.,  Mr.  W.  H.  A. 
Wharton,  J.P.,  Mr.  Ben  Haworth  Booth,  J. P.,  and  Mr. 
Barclay  J.  Baron,  with  power  to  add  to  their  number. 


Women  and  The  Chicago  Inter-Ocean,  discussing  a 
n^ni.  statement  made  by  a  well-known 
principal  of  a  girls*  high  school  in  Brooklyn,  to  the 
effect  that  women  are  usually  not  good  at  mathematics, 
gives  the  following  amusing  instance  of  a  requisition 
made  by  a  wife  to  her  husband,  as  being  quite 
typical  :— 

I  will  need  this  week  : 
For  the  table,  not  counting  everything,  914.36. 

Call  it $20  00 

Suit  for  Tommy ;  will  do  the  best  I  can,  $6.75. 

Call  it 10  00 

Nfust  have  for  Laundry,  I  think,  ^3.25.    Call  it  4  00 
Other   things   for   table,    except    Meat,  654.50. 

Call  it 6  00 

Dress  for  Kate  ;  saw  bargain  advertised  ;  $5.99. 

Call  it 6  50 

Plumber  has  been  here  twice         7  80 

You  forgot  the  paper  bill 2  00 

Miss  Jones,  two  days'  sewing,- at  $1.25.    Call  it  3  50 
Having    Edward's    Bicycle   repaired;    it   isn't 

worth  it           4  00 

Other  things  for  table;   I  am  forgetting  some 

things 3  50 

My  hat  you  said  I  could  have         10  00 

The  coal  man  was  in  again 25  00 

Club  Dues  (you  promised  them  a  month  ago)    . .  a  00 

Meat  for  table  ;   I  think  I'll  need  S5.68.    Call  it  7  00 

Girl's  Wages  ;  ^i  back  from  last  week    . .        . .  6  00 

I  can't  remember  ever> thing.    Call  it      ..  480 

I  didn't  think  it  would  be  so  much     . .         . .  $112  10 
Can  you  let  me  have  $40?     I'll  put  some  of  these 
things  off. 


Cottedpondence  an&  Snquttfed. 

All  commuiiicatlons  to  the  Editor  should  be 
by  letter  only. 


[We  are  at  all  times  ready  to  insert  correspondence  on 
matters  of  interest  to  the  Profession,  but  we  do  not  of  course 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents,  not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faith.} 


The  Institute  and  its  Educational  Work. 

(To  the  Editor  of  The  Accountant  J 
SiR,--In  the    early  part  of  last  year    the    writer 
ventured  to  lay  before  a  prominent  member  of  the 


Council  the  proposal  that  the  Council  should  organise 
periodical  meetings  of  the  members  of  the  Institute 
for  the  consideration  and  discussion  of  matters  of  pro- 
fessional and  public  interest. 

The  proposal  was  received  kindly,  with  the  assurance 
that  **  the  matter  would  be  mentioned  in  one  or  two 
"  quarters  where  it  would  be  likely  to  receive  feivour- 
'*  able  consideration." 

The  only  further  encouragement  of  the  proposal  that 
has  been  experienced  from  that  day  to  this  has  arisen 
from  a  perusal  of  the  report  of  the  speech  made  by 
Mr.  G.  Walter  Knox,  B.Sc,  F.C.A.,  at  the  annual 
dinner  of  the  London  Chartered  Accountant  Students 
Society,  held  on  30th  November  1905. 

Mr.  Knox  then  threw  out  '*  a  suggestion  as  to  whether 
"the  time  had  not  arrived  for  the  formation  of  a 
**  London  Institute  "  and  remarked  that  such  an  Insti- 
tute "  would  be  an  auxiliary  and  a  help  to  the 
"  Students*  Society ;  it  would  establish  and  continue 
"  the  esprit  de  corps  which  there  ought  to  be  amongst 
**  us  all  in  London  as  Chartered  Accountants,  and  it 
"  would  be  a  medium  of  reference  by  the  Council  of 
"the  Institute  with  regard  to  London  practice  and 
**  London  members." 

The  Charter  of  the  Institute  states  that  the  Societies 
desiring  incorporation  "aim  at  the  elevation  of  the 
"  profession  of  public  accountants  as  a  whole,  and  the 
"  promotion  of  their  efficiency  and  usefulness  .  .  . 
"  by  setting  up  a  high  standard  of  professional  and 
"general  education  and  knowledge,  and  otherwise.** 

That  the  Council  has  continued  to  keep  these  aims 
before  it  is  evidenced  by  the  high  standard  of  examina- 
tions set  up,  and  by  the  practical  encouragement  given 
to  the  various  Students'  Societies  in  their  educational 
work.  But  the  Council  is  also  trustee  for  the 
"  standard  of  professional  and  general  education  and 
knowledge,  and  otherwise  **  of  those  who,  after  they 
have  been  admitted  into  membership,  carry  on  the 
profession  of  public  accountant. 

From  time  to  time  important  matters  of  principle 
arise,  owing,  it  may  be,  to  decisions  in  the  Courts,  or, 
again,  clauses  in  Acts  of  Parliament  affecting  the  duties 
of  auditors  may  have  to  be  interpreted,  and,  failing 
any  better  lead,  members  have  individually  to  decide 
for  themselves. 

The  result  is  that  there  is  a  wide  diversity  of 
practice,  as  instanced  by  the  question  of  the  interpre- 
tation of  the  clause  in  the  Companies  Act,  1900,  dealing 
with  the  auditor's  report  to  the  shareholders. 
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Such  questions  as  "  The  Treatment  of  Depreciation 
in  Municipal  Accounts,"  "The  Divisible  Profits  of 
Limited  Liability  Companies,"  "The  Forms  of  Balance 
"  Sheets  and  Accounts  of  certain  undertakings  as  pre- 
"  scribed  by  statute,"  are  fit  and  proper  questions  for 
discussion,  and  though  no  one  would  contend  that 
unanimity  of  opinion  would  be  the  outcome  of  dis- 
cussion, yet  the  rubbing  together  of  arguments  and 
opinions  could  not  fail  to  be  instructive  and  of  benefit 
to  the  profession  generally. 

Another  substantial  gain  would  be  that  the  Council 
of  the  Institute  would,  through  the  medium  of  such 
meedngs,  be  in  a  stronger  position  than  it  is  at  present 
to  voice  the  opinions  of  the  profession  on  proposed 
amendments  of  such  Acts  as  the  Bankruptcy  Acts  and 
Companies  Acts,  the  Income  Tax  Acts,  or  the  creation 
of  such  a  Bill  as  the  Public  Trustee  Bill. 

Almost  every  professional  Institute  except  our  own 
holds  these  periodical  meetings,  with  the  result  that 
uniformity  of  practice  is  promoted,  and  the  status 
of  that  profession  is  raised  in  the  eyes  of  the  public. 

The  periodical  conferences  of  the  Institute  hold 
quite  a  place  of  their  own,  and  are  held  at  too  long 
intervals  and  have  too  little  time  allotted  for  discussion 
to  be  looked  upon  as  taking  the  place  of  what  is  here 
proposed. 

The  Student  Societies  exist  primarily  for  the  benefit 
of  those  who  have  not  yet  passed  their  Final  Exami- 
nation. There  is  an  undoubted  tendency  to  overlook 
this,  and  for  lecturers  to  succumb  to  the  temptation  of 
addressing  themselves  to  the  general  body  of  prac- 
titioners and  others  through  the  medium  of  these 
meetings  as  reported  in  the  press. 

This  tendency,  though  the  natural  outcome  of  the 
absence  of  other  opportunities  to  address  themselves 
to  their  professional  confrires^  is  not  one  to  be 
encouraged  in  the  interests  of  the  Student  Societies. 

Mr.  Knox  is  apparently  in  favour  of  a  separate 
institute  of  London  accountants,  but  it  is  the  object 
of  this  letter  to  advance  reasons  in  support  of  the  pro- 
posal that  the  Institute  itself  through  its  Council  is 
the  right  body  to  organise  these  meetings. 

It  will  be  said  that  it  would  be  difficult  to  secure  a 
good  attendance  at  such  meetings,  but  this  objection 
^an  only  be  substantiated  by  a  fair  trial. 

It  would  be  strange,  indeed,  for  an  Institute  having 
in  London  alone  more  than  one  thousand  practising 
members  to  evince  so  little  professional  esprit  de  corps, 

I  am,  Sir,  yours  faithfully, 

F.  W.  LE  BLOUNT  LEAN. 
izst  April  1906. 


Profits  of  a  Company  earned  prior  to 
Incorporation. 

(To  the  Editor  of  The  Accountant,) 
Sir, — In  discussing  the  above  point  as' affecting  com- 
panies formed  for  the  purpose  of  taking  over  the 
business  of  a  trading  concern,  Mr.  \V.  O.  Buxton,  in  a 
very  interesting  paper  read  by  him  at  Manchester  on 
the  26th  ult.,  and  reported  in  your  issue  of  21st  April, 
said  :  "  It  is  not  legal  for  a  company  to  distribute  as 
dividend  profits  earned  prior  to  incorporation''  Professor 
Dicksee,  in  "Advanced  Accounting,"  says:  "Any 
"  profits  arising  between  the  date  of  sale  and  the  date 
"  when  the  company  is  entitled  to  commence  business  must 
be  capitalised."  The  date  of  incorporation  of  a  com- 
pany and  the  date  at  which  it  is  entitled  to  commence 
business  are  fixed  by  the  Companies  Act,  1900, 
Sections  i  and  6  respectively.  It  is  conceivable  that 
there  may  be  a  very  considerable  interval  between 
these  two  dates,  and  in  such  a  case  the  question  of 
dealing  with  any  profit  earned  during  this  interval 
arises.  Must  such  profit  be  capitalised,  or  may  it 
legally  be  distributed  in  dividend  ? 

Professor  Dicksee,  as  will  be  seen  from  the  above 
quoted  extract,  says  that  such  profit  must  be  capitalised. 
Mr.  S.  S.  Dawson  mentions  the  point  in  his  invaluable 
"  Compendium  "  but  does  not  lay  down  any  hard  and 
fast  rule. 

It  would  be  interesting  to  have  the  views  of  yourself 
and  any  readers  of  The  Accountant  on  this  point,  for 
there  appears  to  be  some  doubt  about  what  seems  to 
me  to  be  a  rather  important  matter. 

I  am,  yours  faithfully, 

ILARDAM. 


Income  Tax  Iniquities. 

(To  the  Editor  of  The  Accountant,) 
Sir, — Some  five  years  ago  a  debtor  of  a  limited 
company  being  unable  to  pay  his  debt  to  them  handed 
them  over  his  business,  the  company  agreeing  to  take 
over  all  the  assets  and  discharge  all  the  liabilities; 
the  liabilities,  including  the  above  debt,  exceeded  the 
assets. 

The  debtor  further  entered  into  an  agreement  to 
serve  the  company  at  a  fixed  salary  and  a  commission 
such  commission,  when  any  earned,  to  be  applied  in 
reduction  of  the  balance  of  the  original  debt,  but  his 
liability  for  this  was  limited  to  the  commissions  he 
earned. 
In  the  company's  income-tax  return  the  commission 

for  the  past  year  was  debited  to  Cc^mmission  Account, 
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and  applied  in  reduction  of  the  debt;  but  the  Sur- 
veyor refuses  to  allow  this,  contending  that  as  the 
company  took  over  the  business  they  are  now 
reducing  a  capital  item. 

Perhaps  some  of  your  readers  will  kindly  favour  me 
with  an  expression  of  their  opinions  on  the  above. 

2^th  April  1906.  SCRUTATOR. 


XCbe  Xftmfngbam 
CbartercD  Hccountant  StuDente'  Soctctp. 


PRESIDENTIAL  ADDRESS. 


The    Outlook    of    Accountancy. 


By  Eric   M.  Carter,  F.C.A. 


An  address  given  to  the  members  of  the  above  Society 
on  loth  April.  Professor  W.  J.  Ashley,  of  the  Birmingham 
University,  supported  Mr.  Carter,  and  amongst  others 
present  were  Messrs.  Allen  Edwards,  W.  E.  Rayner,  P.  F. 
Barker,  and  A.  K.  Edwards  (Hon.  Secretary). 


I  have  chosen  as  the  subject  of  the  address  to  which  you 
are  asked  to  listen  to-night  a  question  which  may  not  have 
occurred  to  many  of  you  before.  The  Royal  Charter, 
which  was  obtained  six-and-twenty  years  ago,  was  cer- 
tainly a  recognition  of  the  stability  of  our  profession  ;  but 
the  doubt  has  often  arisen  in  my  mind  whether  we  are 
really  permanently  needed  in  the  commercial  world,  or 
whether  professional  accountants  merely  supply  a 
temporary  want  which  in  time  may  cease  to  exist. 

To  many  of  us  this  is  not  a  question  of  personal  import- 
ance, as  we  can  feel  pretty  sure  that  accountancy  will  last 
out  our  time ;  but  to  you  students  who  may,  half  a  centuary 
hence,  be  flourishing  accountants  and  leaders  of  the  pro- 
fession it  is  otherwise. 

That  the  question  is  not  a  fanciful  one  must  be  admitted 
when  we  consider  our  almost  mushroom  growth.  Such  a 
person  as  a  practising  accountant  of  any  standing  hardly 
existed  fifty  or  sixty  years  ago,  and  accountancy  as  an 
organised  profession  has  only  existed  half  that  time,  for 
it  was  on  the  nth  day  of  May  1880  that  a  Charter  was 
granted  to  the  Institute  of  Chartered  Accountants  in 
England  and  Wales.  Business  men  before  then  did  quite 
well  without  us  in  England,  as  they  do  without  us  at  the 
present  day  in  other  Euroi>ean  countries.  Clearly,  then, 
we  are  not  a  necessity  to  business  communities  as  such, 


I  however  useful  we  may  happen  to  be  at  the  present  moment 
I  to  the  roniniercial  world  iii  Great  Britain. 

I  It  will  help  us  better  to  understand  the  situation  if  we 
briefly  consider  what  the  work  of  a  Chartered  Accountant 
is.  One  would  naturally  expect  such  work  to  require  a 
special  knowledge  of  bookkeeping  and  accounts,  but  such 
is  by  no  means  necessarily  the  case.  Much  of  his  work 
has  nothmg  whatever  to  do  with  pure  accounting.  Bank- 
ruptcies and  liquidations  are  an  important  branch  of 
accountancy,  and  yet  trustees  in  bankruptcy,  receivers, 
and  liquidators  should  before  all  things  be  good  all-round 
business  men,  and,  in  addition  to  that,  they  should  have 
some  knowledge  of  the  law  and  practice  of  bankruptcy 
and  liquidations,  while  a  very  limited  knowledge  of  book- 
keeping may  suffice  for  this  particular  class  of  work. 

Bankruptcies  and  liquidations  are  given  to  us  account- 
ants, I  think,  not  so  much  because  of  our  technical  train- 
ing in  accounts  as  because  we  are  business  men  who,  not 
being  tied  to  any  permanent  occupation  taking  up  all  our 
time,  are  able  to  lay  ourselves  out  for  the  work,  by  learn- 
ing something  of  the  law  and  practice  of  the  subject,  and 
by  carefully  surrounding  ourselves  with  skilled  staffs  of 
assistants  to  whom  much  of  the  work  can  be  relegated. 
An  accountant  is  not  really  the  ideal  person  to  carry  on  or 
liquidate  a  business  in  financial  distress.  A  commercial 
man  who  has  spent  his  life  in  the  technical  details  of  a 
similar  class  of  business  would  probably  know  better  how 
to  manage  it,  or  how  to  realise  it  to  the  best  advantage ; 
but  such  men,  if  they  are  capable,  are  almost  certain  to  be 
fully  occupied  in  their  own  work,  so  the  business  comes 
to  us. 

Auditing  is  another  important  branch  of  accountancy. 
Here  it  is  quite  a  different  matter  ;  an  amateur  auditor  is  a 
public  danger,  and  only  men  with  a  thorough  knowledge  of 
the  theory  and  practice  of  the  various  branches  of  book- 
keeping should  be  allowed  to  audit  accounts.  At  the  same 
time,  for  comp>any  audits  a  knowledge  of  company  ]aw  and 
a  sound  business  training  are  essential  to  an  auditor,  if  he 
is  to  properly  understand  and  deal  with  the  facts  recorded 
in  the  books  he  audits. 

Bankruptcies,  Liquidations,  and  Auditing  are  the  main 
branches  of  accountancy,  auditing  being  the  most 
important.  Other  matters  are  put  in  our  hands — such  as 
investigations,  the  certifying  of  profits  for  prospectuses. 
&c.,  and  the  keeping  of  Executorship  and  Estate  Accounts, 
all  of  which  may  be  looked  on  as  accountancy  work  pro* 
perly  so  called.  We  also  undertake  various  secretarial 
duties,  but  all  these  are  only  the  minor  departments  of 
accountancy,  and  if  bankruptcy,  liquidation,  and  audit 
work  were  taken  from  us  most  members  of  our  profession 
would,  I  expect,  have  to  put  up  their  shutters. 

T  have  spoken  of  auditing  as  the  me$t  import  wit  branch 
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of  accountancy.  But  such  could  not  have  been  the  case 
at  the  time  the  Charter  was  given  to  our  Institute.  In  the 
preamble  to  the  Charter  appears  the  following  clause :  — 

"  The  profession  of  public  accountants  in  England  and 
Wales  is  a  numerous  one  and  their  functions  are  of 
great  and  increasing  importance  in  respect  of  their 
employment  in  the  capacities  of  liquidators  acting  in 
the  winding  up  of  companies  and  of  receivers  under 
decrees  and  of  trustees  in  bankruptcies  ox  arrange- 
ments with  creditors  and  in  various  positions  of  trust 
under  Courts  of  Justice  as  also  in  the  auditing  of  the 
accounts  of  public  companies  and  of  partnerships  and 
otherwise." 

It  is  thus  taken  for  granted  that  liquidations,  receiver- 
ships, and  trusteeships  hold  the  first  place  in  the  work  of 
accountants ;  and  auditing  comes  in  at  the  end,  almost, 
as  it  were,  an  afterthought.  Why  is  so  little  importance 
attached,  to  auditing  in  the  Charter?  The  answer  is  to 
be  found  in  the  fact  that  the  enormous  increase  of  joint- 
stock  enterprise  during  the  last  twenty-five  years  has 
greatly  increased  audit  work,  while  a  considerable  prop>or- 
tion  ol  bankruptcies  and  liquidations  are  now  conducted 
by  Government  officials,  and  consequently  our  work  is 
lessened  in  that  direction ;  so  that  Chartered  Accountancy 
of  to-day  is  very  different  from  what  it  was  only  a  quarter 
of  a  century  ago. 

If  these  views  are  admitted — and  few,  I  think,  will  deny 
them — ^we  are  faced  by  facts  which  must  give  us  pause. 
.Vot  only  is  accountancy  a  new  profession,  but  it  has  also 
during  its  short  life  greatly  changed  in  character.  This 
undoubtedly  is  a  sign  of  instability,  and  leads  us  to  ques- 
tion whether  our  present  state  may  not  be  a  transitory  one. 
Is  it  not  conceivable  that  some  day,  perhaps  within  the 
lifetime  of  most  of  us,  official  auditors  for  limited  com- 
panies may  take  the  place  of  professional  auditors,  in  the 
same  way  that  Official  Receivers  have  to  so  large  an  extent 
already  displaced  accountants?  At  the  present  moment  the 
trend  of  public  opinion  is  in  the  other  direction,  and  pro- 
fessional audits  are  preferred  to  official  ones.  Still,  it  was 
only  a  few  years  ago  that  a  great  outcry  was  made  against 
us,  and  so  there  may  be  again :  an  auditor's  position  is  an 
anomalous  and  often  an  invidious  one ;  though  ostensibly 
the  representative  of  the  shareholders,  and  appointed  to 
criticise  the  directors'  accounts,  he  is  usually  the  iK)minee 
of  the  directors  themselves,  and  if  he  has  the  courage  to 
report  to  the  shareholders  that  he  does  not  agree  with  the 
directors*  views,  it  is  not  unusual  to  incontinently  shelve 
him  and  put  some  more  complacent  person  in  his  place. 
Last  year  we  had  a  notable  case  of  this  kind  in  Birming- 
ham, and  I  think  all  present  must  recognise  that  the 
attitude  taken  up  by  Messrs.  Gibson  and  Ashford  was  a 
correct   one,   and  one  calculated  to   uphold  their   own 


reputation  and  the  honour  of  the  profession.  It  appears 
to  me  a  short-sighted  policy  on  the  part  of  shardiolders, 
who  probably  have  not  considered  the  rights  and  the 
wrongs  of  the  case  at  all,  to  refuse  to  re-elect  their  auditor 
simply  because  his  views  as  to  the  accounts  differ  from 
those  of  the  directors.  Were  such  procedure  to  become 
common,  the  office  of  auditor  to  limited  companies  would 
be  untenaible,  and  official  auditors  with  far  greater  powers 
than  we  possess  might  take  our  place.  The  worst  of  it  is 
that  when  auditors  do  disagree  with  directors  it  is  almost 
always  in  a  sense  unfavourable  to  the  accounts  presented, 
and  that  shareholders  should  receive  the  bearers  of  bad 
news  with  gratitude  is  a  great  deal  to  expect  of  them. 
Probably  most  of  you  in  the  course  of  your  practice  will 
have  to  face  a  situation  similar  to  the  episode  I  have 
referred  to,  and  if  the  reputation  of  our  profession  is  to 
be  maintained  it  is  essential  that  no  consideration  of  per- 
sonal advantage  should  lead  you  to  give  a  certificate  which 
you  do  not  conscientiously  believe  to  be  correct.  At  the 
same  time  g^eat  care  is  needed,  as  in  matters  of  opinion  we 
are  as  liable  to  make  mistakes  as  other  people.  However, 
I  think  shareholders  will  come  to  see  that  it  is  to  their 
own  interest  in  the  long  run  that  auditors  shall  be  able 
to  truthfully  state  their  opinions  without  being  punished 
for  doing  so,  and  I  hope  that  legislation  will  some  day 
place  an  auditor  in  a  more  logical  position.  At  the  present 
time  the  Chambers  of  Commerce  are  proposing  a  step  in 
this  direction  by  advocating  an  alteration  in  the  Companies 
Acts,  whereby  due  notice  shall  be  given  if  the  re-election 
of  an  auditor  is  to  be  opposed. 

I  have  dwelt  at  some  length  on  this  matter  because  it  is 
of  great  interest  to  us  locally.  I  mentioned  it  in  the  first 
place  as  illustrating  the  unsatisfactory  position  of  auditors 
and  the  consequent  p>ossibility  of  this,  the  most  important 
branch  c^  accountancy,  passing  out  of  our  hands  into 
officialdom.  I  speak  of  it  as  a  possibility  only,  for  at  the 
present  time  it  seems  to  me  a  most  unlikely  change,  and 
certainly  against  the  public  interest. 

But  whatever  may  be  said  for  or  against  our  usefulness 
in  any  particular  branch  of  our  work,  it  is  quite  certain 
that  accountants  are  not  so  necessary  in  the  commercial 
world  as  are  lawyers,  architects,  and  engineers.  These 
have  to  go  through  a  long  special  training  in  extremely 
technical  subjects  which  the  ordinary  business  man  would 
only  waste  his  time  in  mastering.  These  professions,  as 
well  as  others,  including  that  of  medicine,  are  therefore 
essential  to  civilisation,  and  are  bound  to  extend  as  civilisa- 
tion itself  advances.  They  were  in  existence  thousands 
of  years  ago,  and  it  is  no  prophecy  to  say  that  they  will 
be  in  existence  a  thousand  years  hence.  The  old  saying 
that  a  man  who  is  his  own  lawyer  has  a  fool  for  his  client 
ia  truer  now  than  it  ever  has  bejifi^JyjitjjLinfortunatcly  this 
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will  never  be  true  of  accountancy.  An  adaptation  of  the 
medical  proverb  that  every  man  must  be  a  fool  or  a  doctor 
at  forty  is  more  appropriate,  and  probably  it  will  be  truer 
in  the  future  than  at  the  present  day  to  say  that  a  business 
man  must  be  a  fool  or  an  accountant  at  thirty.  The  fact 
is  that  the  knowledge  required  by  accountants  is  not  so 
very  technical  or  far  removed  from  the  ordinary  training 
which  a  business  man  might  with  advantage  go  through. 
A  Chartered  Accountant  should  have  a  complete  grasp  of 
both  the  theory  and  practice  of  bookkeeping ;  but  every 
well-trained  business  man  should  also  have  some  know- 
ledge of  bookkeeping.  An  accountant  should  have  a 
general  knowledge  of  mercantile  law ;  so  should  a  busi- 
ness man,  if  he  is  to  properly  manage  the  commercial 
side  of  a  business.  An  accountant  should  have  a  fair 
knowledge  of  company  law,  but  it  is  also  well  for  a 
director  of  a  company  to  have  more  than  a  smattering  of 
the  subject.  And  I  could  easily  carry  the  argument 
further,  and  show  generally  that  a  professional  accountant 
is  nothing  more  nor  less  than  a  commercial  expert,  with 
an  organised  sta£f  of  clerks  to  help  him  in  the  multifarious 
business  duties  which  he  undertakes. 

The  fact,  then,  is  that  while  Chartered  Accountants 
hapi>en  at  the  present  time  to  be  useful  in  many  ways  to 
the  commercial  community,  they  are  by  no  means  per- 
manently necessary,  as  are  lawyers,  architects,  and 
engineers.  On  the  one  hand  officialism  may  some  day  oust 
us  from  what  we  consider  to  be  our  birthright ;  and,  on 
the  other  hand,  as  business  men  become  better  trained 
themselves  they  will  need  our  help  less. 

It  may  perhaps  be  thought  I  am  discouraging  in  the 
extreme  to  tell  a  number  of  young  men  on  the  threshold 
of  their  professional  career  that  the  profession  they  have 
chosen  is  an  uncertain  one,  and  that  a  turn  of  the  wheel 
of  fortune  may  some  day  destroy  it  and  leave  them 
stranded.  That,  however,  is  not  the  aim  and  end  of  my 
discourse.  If  these  risks  and  uncertainties  exist  we  should 
do  all  in  our  power  to  strengthen  our  position.  How  can 
we  do  so?  We  must  be  a  vigilant  and  united  body  to 
detfend  ourselves  from  all  encroachments  on  our  rights. 
One  of  the  means  by  which  this  combined  action  can  be 
upheld  lies  in  the  Students'  Societies  which  exist  in  our 
different  centres ;  and  if  your  Society  existed  for  no  other 
purpose  than  to  create  a  feeling  of  comradeship  among 
accountants,  it  would  still  have  justified  its  existence,  as 
united  action  becomes  far  easier  when  we  know  each  other. 

But  there  is  another,  and  far  more  important,  way  of 
maintaining  the  usefulness  and  standing  of  Chartered 
Accountants.  Let  us  remember  that  we  cannot  improve 
our  profession  faster  than  we  can  improve  ourselves,  and 
that  we  should  diligently  set  ourselves  to  raise  the  standard 
of  efficiency  of  our  members.    To  do  this  we  must  see  that 


the  very  best  training  is  given  to  our  students ;  and  here, 
again,  I  am  glad  to  say  your  Society  recognises  its  duties. 
You  have  taken  an  active  part  in  working  out  the  new 
scheme  of  classes  for  accountancy  and  law,  which  started 
last  year.  These  classes  are  far  more  comprehensive  and 
useful  than  any  that  have  been  attempted  in  the  past. 
If,  however,  they  are  to  be  permanently  established,  the 
attendance  of  students  at  them  must  be  not  only  main- 
tained, but  increased.  It  is  partly  through  the  activity  of 
your  Society  that  this  can  be  brought  about,  and  I  hope 
you  will  see  to  it  that  all  your  members  attend  them,  and 
attend  regularly,  so  that  the  capitation  grant  offered  by 
the  Council  of  the  Institute  may  be  obtained. 

While  I  am  on  the  subject  of  education,  I  should  like  to 
add  that  I  would  recommend  any  young  man  who  intends 
to  be  a  Chartered  Accountant  to  consider  before  he  enters 
on  his  articles  the  advantages  offered  by  the  Birmingham 
University  in  the  curriculum  laid  down  for  th-s  stUv!<  rts 
taking  the  degree  of  the  Faculty  of  Commeroe.  This 
branch  of  the  University  has  been  in  existence  too  short 
a  time  for  its  degrees  to  carry  with  them  any  widespread 
recognition  of  their  value,  but  the  curriculum  seems  to  me 
calculated  to  give  a  man  a  grasp  of  commercial  techni- 
calities and  a  broad  view  of  business  principles,  such  as  a 
Chartered  Accountant  more  than  any  other  business  man 
should  find  of  great  value  in  aiter  life,  and  I  expect  that 
those  who  can  afford  the  extra  time  and  money  to  take 
their  commercial  degree,  and  afterwards  to  serve  their 
articles  in  an  accountant's  office,  will  start  on  their  pro- 
fessional career  much  better  equipped  than  those  who 
merely  serve  five  years*  articles  without  taking  the  decree. 
I  hope  that  in  time  it  will  become  a  common  practice  for 
Chartered  Accountants  to  take  a  commercial  degree,  and 
it  will  then  be  interesting  to  comi>are  the  success  achie\'ed 
by  those  who  do  so  and  those  who  do  not. 

Since  writing  this  address  I  have  seen  a  paragraph  in  the 
newspapers  statin*:  that  it  is  intended  in  future  to  bring 
the  Faculty  of  Commerce  in  closer  touch  with  the 
Engineering  Section  of  the  Birmingham  University.  This 
is  a  very  interesting  proposal,  and  I  feel  sure  that  it  is  a 
wise  step  to  take,  as  it  is  really  ludicrous  to  see  the  hap- 
hazard way  in  which  most  manufacturers  pick  up  their 
engineering  knowledge.  They  generally  leave  really 
important  matters  to  foremen  or  fitters  to  decide,  or  if 
they  have  plenty  of  money  to  spend  will  follow  the  advice 
of  a  consulting  engineer  without  being  able  to  adequately 
state  their  requirements  to  him,  so  that  muddles  and 
blunders  are  always  being  made  which  would  have  been 
avoided  if  the  manufacturer  had  some  knowledge  of 
engineering.  At  first  sight  it  might  be  thought  that 
engineering  is  not  a  subject  which  concerns  accoontants, 
but  upon  reflection  I  think  it  musi  oe  admitted  that  sooie 
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knowledge  of  it  is  valuable.  Whenever  we  sign  a  Balance 
Sheet  of  a  manufacturing  conccam  we  ought  to  form  an 
independent  opinion  as  to  the  adequacy  or  inadequacy  of 
the  depreciation  wrtten  off  plant  and  machinery,  and  the 
same  question  is  always  cropping  up  when  we  settle 
income-tax  assessments  for  clients.  Does  it  not  stand  to 
reason  that  we  are  in  a  much  better  position  to  discuss 
these  matters  intelligently  if  we  have  some  technical 
knowledge  of  machinery?  Accountants,  when  deciding 
questions  of  depreciation,  are  apt  to  be  too  much  men  of 
figures  than  practical  business  men.  They  are  too  ready 
to  put  their  faith  in  fixed  p>ercentage  rates  of  depreciation, 
in  spite  of  the  fact  that  not  only  do  conditions  vary 
greatly  in  diffet>ent  classes  of  business,  but  also  they  vary 
from  year  to  year  in  the  same  business.  It  seldom  really 
happens  that  plant  depreciates  in  a  business  at  the  same 
rate  two  years  running,  and  yet  one  sees  plant  and 
m?ichinery  written  down  year  a^ter  year  at  a  uniform  rate 
with  monotonous  regularity  and  to  the  complete  satisfac- 
tion of  the  auditor.  There  is,  however,  some  underlying 
sense  in  this  if  the  rate  of  depreciation  is  in  excess 
of  what  is  required  for  mere  wear  and  tear,  because 
plant  not  onJy  wears  out  but  also  it  becomes  obsolete, 
either  in  consequence  of  better  machines  being  invented 
or  because  the  demand  for  particular  classes  of 
goods  falls  off.  For  instance,  electricity  is  fast 
driving  out  other  forms  of  motive  power,  automatic 
tools  and  quick  cutting  tools  are  taking  the  place  of  old- 
fashioned  lathes.  Now  if  we  can  intelligently  follow  these 
matters  we  are  in  a  much  better  position  to  discuss  ques- 
tions of  depreciation  with  our  clients,  and  therefore  arc 
better  aible  to  arrive  at  sound  conclusions.  So  some  know- 
ledge of  engineering  is  all  to  the  good,  and  this  new  move 
of  the  Faculty  ol  Commerce  should  add  to  rather  than 
take  from  its  usefulness  as  a  training  ground  for 
Chartered  Accountants. 

Having  dwelt  on  the  uncertainties  of  our  profession,  and 
the  educational  methods  we  should  adopt  to  advance  our 
reptstation  and  to  render  ourselves  necessary  as. well  as 
useful  to  the  commercial  world,  I  will  now  conclude  my 
address  by  drawing  your  attention  to  some  directions  in 
which  there  seems  to  be  scope  for  accountants  to  extend 
their  activities  in  the  future. 

Accounting  is  taking  a  more  important  part  in  the 
organisation  of  industrial  concerns.  The  tendency  of 
manofacture  nowadays  is  to  concentrate  in  large  factories. 
In  many  trades  already  the  small  man  is  doomed ;  he 
cannot  produce  so  cheaply  as  those  who  turn  out  goods  in 
great  quantities.  In  large  works  careful  statistics  are 
zeqtiired  by  the  management,  if  a  proper  watch  is  to  be 
kepi  over  what  is  going  on,  as  supervision  of  individual 
vorkmen  by  a  manager  is  out  of  the  question  when  the 


hands  are  counted  by  hundreds,  or  even  thousands.  The 
Departmental  and  Cost  Accounts  kept  for  this  purpose  are 
now  far  in  advance  of  what  was  attempted  a  few  years 
ago,  and  I  suppose  it  is  the  experience  of  most  account- 
ants that  they  are  called  in  to  examine  and  advise  on 
systems  of  costing  more  and  more  each  year.  The  best 
forms  of  Cost  Accounts  for  varying  conditions  is  a  difficult 
and  perplexing  subject,  and  accountants  will  greatly 
increase  their  usefulness  and  reputation  if  they  give  more 
attention  to  it.  I  believe  that  many  a  business  owes  its 
success  mainly  to  its  good  system  of  costing ;  and,  on  the 
other  hand,  many  businesses  have  got  into  difficulties 
mainly  through  not  keeping  costs.  It  must,  however,  be 
admitted  that  for  some  businesses  to  keep  a  complete  set 
of  Cost  Accounts  would  be  useless,  or  too  expensive  to  be 
practicable.  Recording  costs  is  a  complicated  subject, 
and  my  object  in  referring  to  it  is  to  point  out  that  Char- 
tered Accountants  mip;ht  do  much  more  in  it  than  they 
are  doing. 

A  short  time  ago  I  read  an  interesting  paper  on  industrial 
engineering  by  Henry  R.  Towne,  an  American  mechanical 
engineer.  Mr.  Towne  strongly  advises  engineers  to  turn 
their  attention  to  administrative  as  well  as  to  technical 
work.  He  points  out  that  industrial  management  has  of 
late  years  bteome  a  vast  field  for  the  exercise  of  talents 
of  the  highest  order,  and  he  urged  the  young  engineers 
whom  he  was  addressing  to  carefully  consider  whether 
their  aptitudes  and  opportunities  lay  in  the  direction  of 
administrative  work,  and,  if  so,  to  boldly  enter  the  field  of 
industrial  engineering  instead  of  taking  up  a  consultive 
practice.  Mr.  Towne  then  goes  on  to  show  what  an 
important  part  industrial  accounting  plays  in  the  carrying 
on  of  businesses,  and  I  am  inclined  to  think  that  a  good 
deal  of  the  advice  he  gives  to  engineers  is  applicable  to 
accountants.  The  training  and  experience  which  an 
accountant  gets,  compared  with  that  of  an  engineer,  are 
better  calculated  to  make  a  good  all-round  business  man 
of  him,  and  in  this  age  of  joint-stock  company  enterprise 
a  good  business  man  with  administrative  and  organising 
ability  is  in  great  request,  and  can  command  high  pay. 
Engineers  who  take  up  this  sort  of  work  turn  their  atten- 
tion to  engineering  and  manufacturing  businesses ; 
accountants,  on  the  other  hand,  naturally  take  up  work 
in  which  financial  and  commercial  skill  are  chiefly 
required,  and  there  are  instances  in  which  Chartered 
Accountants  have  in  this  way  achieved  notable  success. 
Directors  of  limited  companies  are  coming  more  and  more 
to  appoint  Chartered  Accountants  to  secretarial  posts,  and 
such  posts  may  often  be  stepping-stones  to  something 
better.  I  should,  however,  advise  a  young  accountant  not 
to  be  in  too  great  a  hurry  to  take  such  a  berth.  Let  him 
resist  the  temptation  of  giving  his  whole  time  to  a  secre* 
taryship  with  what  may  appear  to  him  a  tempting  salary. 
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if  by  90  doing  his  future  career  is  discounted.  An  extra 
year  or  two  spent  in  acquiring  the  varied  experience  which 
is  obtained  in  the  office  of  a  practising  accountant  may 
prove  of  the  greatest  use  later  on. 

Not  only  are  Chartered  Accountants  sought  after  for  the 
posts  of  secretary  or  manager  of  limited  companies,  but 
often  they  prove  of  great  use  on  boards  of  directors.  Their 
technical  knowledge  of  accounts  and  their  business 
experience  should  make  them  peculiarly  suitable  for  such 
positions.  Men  who  have  been  trained  as  Chartered 
Accountants,  an<d  at  the  same  time  possess  organising 
and  administrative  capacity,  will,  I  believe,  find  new  fields 
of  activity  in  directorial  work  to  the  advantage  of  them*- 
selves  and  of  the  commercial  community.  I  hope  the  day 
is  not  far  distant  when  a  board  of  directors  of  any  large 
undertaking  is  looked  on  as  incomplete  without  a 
Chartered  Accountant  on  it. 

The  audit  of  mimicipal  and  county  accounts  is  likely 
soon  to  be  another  useful  opening  for  Chartered  Account- 
ants. I  do  not  mean  the  present  office  of  elective  auditor, 
which  is  generally  a  mere  waste  of  an  accountant's  time 
and  of  the  ratepayers'  money,  especially  if  competing 
accountants,  as  so  often  happens,  put  their  friends  to  the 
trouble  and  the  ratepayers  to  the  expense  of  a  contested 
election.  Such  an  d^udit  consists  of  mechanical  checking 
work,  which  is  deadly  dull  and  gives  no  scope  for  the 
intelligence,  but  only  requires  accuracy  in  monotonous 
details.  Quite  apart  from  an  elective  auditor's  work,  how- 
ever, it  is  becoming  a  common  practice  of  town  councils 
to  usefully  employ  professional  accoimtants  in  the  exami- 
nation of  municipal  accounts,  and  in  this  connection  I 
will  read  you  extracts  from  a  report  issued  in  1903  by  a 
Parliamentary  Committee  which  had  been  appointed  to 
consider  the  question  oif  municipal  trading.  This  Com- 
mittee was  successor  to  another  Committee  appointed  in 
1900  to  report  on  the  same  subject  of  municipal  trading. 
The  earlier  Committee,  however,  after  taking  a  great  mass 
of  evidence,  was  dissolved  before  it  had  time  to  make  any 
report.  The  1903  Committee,  profiting  by  the  experience 
of  its  predecessor,  decided  that  it  was  impossible  in  a 
single  Parliamentary  session  to  make  a  report  on  the  whole 
subject  of  municipal  trading,  and  wisely  devoted  its  atten- 
tion in  the  first  instance  to  one  or  more  distinct  aspects  of 
the  question.  The  subject  which  was  first  dealt  with  was 
municipal  accounts  and  their  audit.  Whether  these 
subjects  were  selected  because  of  their  primary  importance 
or  because  "  accounts  "  and  "  audit  "  happen  to  begin  with 
the  letter  "  A  "  I  do  not  know,  but  anyhow  the  repfirt  con- 
tains recommendations  which  are  of  the  highest  interest 
and  importance  to  Chartered  Accountants.  The  following 
is  what  the  Committee  says  :  — 

"Whatever  view  may  be  taken  of  the  proper  limits,  if 


any,  which  can  be  set  to  municipal  trading,  it  is  clearly 
important  that  wherever  it  exists  ratepayers  should  be 
not  less  fully  and  continuously  informed  oi  the  success 
or  failure  of  each  undertaking  than  if  they  were  share- 
holders in  an  ordinary  trading  company. 

In  a  large  number  of  cases  this  is  undoubtedly  done. 
But  there  is  in  some  instances  evidence  to  a  contrary 
effect,  and  in  view  of  the  ever  increasing  number  and 
magnitude  of  municipal  undertakings  it  is  most  desirable 
that  a  hifh  and  uniform  standard  of  account-keeping 
should  prevail  throughout  the  country. 

The  Committee  are  doubtful  whether  it  would  be 
possible  to  prescribe  a  standard  form  of  keeping 
accounts  for  all  municipal  or  other  local  authorities, 
having  regard  to  the  varying  conditions  existing  in 
different  districts.  But  they  recommend  that  the  Local 
Government  Departments  should  invite  the  Institute  of 
Chartered  Accountants,  the  Incorporated  Society  of 
Accountants  and  Auditors,  and  the  Institute  of 
Municipal  Treasurers  and  Accountants  of  Elngland  and 
Wales,  and  the  Society  of  Accountants  in  Edinburgh, 
and  the  Scottish  Institute  of  Accountants  (Glasgow)  to 
confer  and  report  upon  the  matter. 

The  Committee  have  directed  full  attention  to  the  ques- 
tion of  audit. 

The  Committee  recommend  that  a  uniform  system  of 
audit  should  be  applied  to  all  the  major  local  autho- 
rities— viz.,  the  councils  of  counties,  cities,  towns, 
burghs,  and  of  urban  districts. 

At  present  municipal  corporations  in  England  and 
Wales,  with  a  few  exceptions,  are  only  subject  as  regards 
audit  to  the  provisions  of  the  Municipal  Corporations 
Act,  1882,  by  which  one  auditor,  who  must  be  a  member 
of  the  town  council,  is  nominated  by  the  mayor,  and  two, 
who  cannot  be  members  of  the  town  council,  are  elected 
by  the  ratepayers. 

The  evidence  shows  that  no  effective  system  of  audit 
is  thus  supplied.  The  elective  auditors  are  poorly  paid, 
or  are  unpaid  altogether.  Little  interest  is  taken  in  their 
election,  and  although  in  some  cases  they  are  able  to 
lay  a  finger  on  a  particular  irregularity,  it  is  not  clear 
that  they  could  not  make  the  same  discovery  in  the 
capacity  of  active  ratepayers.  No  complete  or  con- 
tinuous audit  is  ever  attempted  by  them. 

All  county  councils,  the  London  borough  councils,  and 
urban  district  councils  are  subject  to  the  Local  Govern- 
ment Board  audit.  This  audit  is  carried  out  by  district 
auditors,  who,  as  a  rule,  are  not  accountants,  and  are 
not,  in  the  opinion  of  the  Committee,  properly  qualified 
to  discharge  the  duties  ^ich  should  devolve  upon  them. 
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The  duties  of  the  aiidit(jrs  seem  to  be  practically  confine<1 
to  certificatiou  of  figures  and  to  the  noting  of  illegal 
items  of  expenditure. 

To  a4)ply  this  system  of  audit  to  municipal  corpora- 
tions would  arouse  strenuous  opposition  from  them,  and 
the  course  may  be  considered  impracticable;  but  in 
addition  to  this  the  fact  that  district  auditors  are  not 
accountants  seems  to  unfit  them  as  a  class  for  the  con- 
tinuous and  complicated  task  of  auditing  the  accounts  of 
what  ate  really  great  commercial  businesses. 

The  Committee  accordingly  recommend  that:  — 

{a)  The  existing  systems  oi  audit  applicable  to 
corporations,  county  councils,  and  urban  district 
councils  in  England  and  Wales  be  abolished. 

(b)  Auditors,  being  members  of  the  Institute  of  Char- 
tered Accountants  or  of  the  Incorporated  Society 
of  Accountants  and  Auditors,  should  be  appointed 
by  the  three  classes  of  local  authorities  just 
mentioned. 

(r)  In  every  case  the  appointment  should  be  subject  to 
the  approval  of  the  Ix>cal  Government  Board,  after 
hearing  any  objections  made  by  ratepayers,  and  the 
auditor,  who  should  hold  office  for  a  term  not 
eiceeding  five  years,  should  be  eligible  for 
re^pointment,  and  should  not  be  dismissed  by  the 
local  authority  without  the  sanction  of  the  Board. 

{d)  In  the  event  of  any  disa^^ieement  between  the  local 
authority  and  the  auditor  as  to  his  remuneration, 
the  Local  Government  Board  should  have  power  to 
determine  the  matter. 

{f)  The  Scots  practice  of  appointing  auditors  from  a 
distance  in  preference  to  local  men  to  audit  the 
accounts  of  small  burghs  should  in  similar  cases 
be  adopted  in  England. 

The  Committee  are  of  opinion  that  it  shoidd  be  made 
clear  by  statute  or  regulation  that  the  duties  of  those 
entrusted  with  the  audit  of  local  accounts  are  not  con- 
fined to  mere  certification  of  figures.  They  therefore 
further  recommend  that :  — 

[a)  The  auditor  should  have  the  right  of  access  to  all 
such  papers,  books,  accounts,  vouchers,  sanctions 
for  loans,  and  so  forth  as  are  necessary  for  his 
examination  and  certificate. 

{f>)  He  should  be  entitled  to  require  from  officers  of  the 
authority  such  information  and  explanation  as  may 
be  necessary  for  the  performance  of  his  duties. 

(f)  He  should  certify  :  — 

(i.)  That  he  has  found  the  accounts  in  order,  or 
otherwise,  as  the  case  may  be ; 

(ii.)  that  separate  accounts  of  all  trading  under- 
takings have  been  kept,  and  that  every  charge 


which   each    ought   to    bear   has   been    duly 
debited  ; 

(iii.)  that  in  his  opinion  the  accounts  issued  present 
a  true  and  correct  view  of  the  transactions 
and  results  of  trading  (if  any)  for  the  period 
under   investigation ; 

(iv.)  that  due  provision  has  been  made  out  of 
revenue  for  the  repayment  of  loans,  that  all 
items  of  receipts  and  ex|>enditure  and  all 
known  liabilities  ha\'e  been  brought  into 
account,  and  that  the  value  of  all  assets  has 
in  all  cases  been  fairly  stated. 

Auditors  should  be  required  to  express  an  opinion  upon 
the  necessity  of  reserve  funds,  of  amounts  set  aside  to 
meet  depreciation  and  obsolescence  of  plant  in  addition 
to  the  statutory  sinking  funds,  and  of  the  adequacy  of 
such  amounts. 

The  auditor  should  also  be  required  to  present  a  report 
to  the  local  authority.  Such  report  should  include 
observations  upon  any  matters  as  to  which  he  has  not 
been  satisfied,  or  which  in  his  judgment  called  for  special 
notice,  particularly  with  regard  to  the  value  of  any  assets 
taken  into  account. 

The  local  authority  should  forward  to  the  Local 
Government  Board  both  the  detailed  accounts  and  the 
report  of  the  auditor  made  upon  them.  It  should  be  the 
duty  of  the  auditor  to  report  independently  to  the  Board 
any  case  in  which  an  authority  declines  to  carry  out  any 
recommendation  made  by  him. 

A  printed  copy  of  the  accounts,  with  the  certificate 
and  report  of  the  auditor  thereon,  should  be  supplied 
by  the  local  authority  to  any  ratepayer  at  a  reasonable 
charge. 

After  careful  consideration  the  Committee  are  of 
opinion  that  in  view  of  the  thoroughness  of  the  proposed 
audit,  powers  of  surcharge  and  disallowance  could  be 
altogether  dispensed  with  in  the  case  of  the  major  local 
authorities. 

Those  powers  could  not,  it  is  believed,  be  applied  to 
municipal  corporations,  in  view  of  the  strong  objection 
expressed  by  them ;  and  it  is  doubted  whether  their 
retention  in  the  case  of  other  authorities  would  com- 
pensate for  the  loss  of  uniformity  which  would  result. 

The  power  of  disallowance,  applying  as  it  does  only 
to  illegal  expenditure,  and  not  to  unwise  undertakings 
and  enterprises,  does  not  afford  any  real  safeguard  to  the 
ratepayers  whose  interests  are  affected. 

With  a  continuous,  vigilant,  and  thoroughly  efficient 
system  of  inspection  and  audit,  the  surest  guarantee  to 
the  ratepayers  against  extravagance  is  to-^  found  if  the 
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deterrent  effect  of  public  ezposnie,  in  addition  to  the 
existing  legal  remedies." 

This  is  what  the  Committee  advised,  and  if  their  rorom- 
mendations  are  carried  out  the  accountancy  profession 
will  benefit  greatly,  for  the  accounts  of  every  corporation, 
county  council,  and  urban  district  council  will  be  audited 
by  a  professional  accountant,  and  when  wo  r^.nsifler  that 
there  are  1,600  of  such  bodies  in  England  and  Wales  alone, 
some  idea  can  be  formed  of  the  new  work  there  may  be 
in  store  for  us.  It  should  be  noted,  too,  that  the  audits 
are  to  be  thoroughly  efficient,  needing  goreat  judgment  and 
skill ;  they  are  to  be  quite  different  from  the  ineffective 
performances  of  the  existing  elective  and  district  auditors. 
That  such  recommendations  could  be  made  by  so  important 
a  body  as  this  Joint  Parliamentary  Committee  must  be 
gratifying  to  accountants.  Unfortunately  the  Committee's 
Report  was  put  on  the  shelf  during  the  decrepitude  of  the 
last  Parliament.  No  sooner,  however,  did  the  new  Govern- 
ment come  into  office,  with  an  active  Minister  at  the  head 
of  the  Local  Goveniment  Board,  than  he  appointed  a 
Departmental  Committee  to  inquire  and  report  on  the 
systems  on  which  the  accounts  of  local  authorities  are 
kept,  and  if  the  question  of  their  audit  does  not  form  part 
of  the  inquiry  we  may  reasonably  hope  that  it  will  follow 
later. 

Before  ending  my  address  it  may  be  useful  to  briefly  sum 
urp  what  I  have  said.  I  have  drawn  attention  to  the  fact 
that  accountancy  is  a  comparatively  new  profession,  not 
deeply  rooted  or  intrinsically 'necessary  to  civilisation.  To 
a  great  extent  our  existence  is  dependent  on  the  esteem  in 
which  we  are  held  by  the  commercial  world,  and  it  behoves 
us  therefore  to  be  thoroughly  well  qualified  to  do  the  work 
which  comes  to  us,  and  the  chief  duty  of  your  Society  is  to 
help  your  members  to  get  the  best  training  possible.  It  is 
also  the  duty  of  every  Chartered  Accountant  to  do  all  he 
can  to  raise  the  standing  of  the  profession  generally.  I 
pointed  out  that  the  term  "  accountant  "  is  to  some  extent 
a  misnomer,  as  in  much  of  our  work  accounting  takes 
quite  a  subsidiary  place,  and  "  commercial  expert  "  would 
better  describe  our  functions.  In  this  connection  I 
suggested  that  the  course  required  for  taking  the  degree 
of  the  Faculty  of  Commerce  in  our  Birmingham  Univer* 
sity  seemed  a  desirable  training  for  an  accountant  to  go 
through.  And  finally  I  indicated  some  directions  in  which 
Chartered  Accountants  are  likely  to  find  greater  scope  for 
their  energies  than  they  have  done  in  the  past,  referring 
more  particularly  to  Cost  Accounts,  administrative  and 
directorial  work,  and  the  audit  of  the  accounts  of  public 
bodies. 

-  The  conclusion  that  forces  itself  on  my  mind  in  regard 
to  the  future  of  our  profession  is  that  while  tiie  exact 
directions  in  which  we  may  develop  are  uncertain,  it  is 


fairly  certain  that  we  shall  continue  to  develop,  and  pro- 
bably we  shall  do  so  in  ways  that  are  hardly  thought  of 
now. 

Possibly  it  ma}'  interest  you  to  know  my  own  sentiments 
in  regard  to  accountancy.  Vou  and  I  look  at  it  fr^.m 
•Jifferent  stan<li>4»inl<  ;  vnu  are  on  the  threshold  (.f  yc.xu 
career,  ami  naturally  look  forward.  My  personal  jx^>int  of 
view  is  more  retrosjxvtive.  If  I  had  had  my  choice  when  I 
started  in  life  I  should  probably  have  elected  to  be  an 
engineer;  I  am  glad,  however,  that  I  had  no  choice. 
Engineering  is  in  some  ways  more  interesting  than 
accountancy,  especially  in  the  student  stage.  When  I  think 
of  the  drudgery  an  accountant  student  has  to  go  through, 
the  endless  postings  and  additions  he  has  to  check  in 
order  to  become  quick  and  accurate  and  to  gain  an  insight 
into  accountancy  practice,  I  almost  wonder  anyone  can  be 
found  to  undertake  it.  But  as  a  man  advances  in  his  career 
he  passes  on  much  of  this  drudgery  to  his  juniors,  and  the 
interesting  part  of  his  work  opens  up  more  fully  before 
him. 

Accountancy  is  more  an  art  than  a  science.  Unlike 
engineers,  we  have  few  fixed  rules  or  formulae  to  guide  us ; 
especially  is  this  the  case  in  audits  and  investigation  work. 
The  old-fashioned  notion  that  an  audit  consists  chiefly  of 
routine  checking  work  is,  I  hope,  fast  dying  out.  In 
deciding  how  to  carry  out  audits  each  one  has  to  be  dealt 
with  on  its  own  merits.  The  personal  element  has  to  be 
taken  into  account,  skill  in  weighing  of  evidence  should 
come  into  play,  and  the  capacity  of  those  to  whom  we 
delegate  our  work  is  a  more  important  matter  to  us  than 
the  quality  of  his  tools  is  to  an  engineer.  There  is  much 
that  is  interesting  in  dealing  with  these  questions ;  in  fact, 
I  am  inclined  to  think  that  accountancy  is  almost  as 
fascinating  as  engineering,  and  it  has  the  advantage  of 
providing  a  wider  field  of  employment.  How  often  does 
one  come  across  a  young  engineer  thoroughly  capable,  well 
trained,  and  eager  for  work,  who  cannot  get  anything  to 
do,  except  perhaps  a  fitter's  or  foreman's  work.  Any 
qualified  Chartered  Accountant,  however,  possessing 
ability  and  energy  can,  without  difficulty,  get  suitable 
work  of  one  sort  or  another,  and,  if  he  be  courageous  and 
enterprising,  prosperity  is  certain  to  follow.  So  I  feel  that  I 
can  honestly  congratulate  you  all  on  the  career  you  have 
chosen,  and  I  hope  that  when  you  are  in  practice  your- 
selves you  will  remember  these  words  of  Bacon :  "I  hold 
**  every  man  a  debtor  to  his  profession,  from  the  which  as 
^men  of  course  do  seek  to  receive  countenance  and  profit, 
"so  ought  they  of  duty  to  endeavour  themselves  by  way  of 
"amends  to  be  a  help  and  ornament  thereto." 

A  vote  of  thanks  to  Mr.  Carter  was  proposed  by  Mr.  A.  C. 

Ridgway,  seconded  by  Mr.  J.  C.  Pearce,  and  carried  with 

acclamation.  C^  r^r^r^]o 
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"  Faults  in  the  Companies  Acts  and  their 
Remedies." 


By  Mr.  G.  H.  Boucher. 


At  a  meeting  of  the  Biistol  Chartered  Accountants 
Students'  Society,  held  at  the  Library,  Albion  Chambers, 
Bristol,  on  Friday  evening,  February  9th,  at  5.30  p.m.,  a 
lecture  on  ''Faults  in  the  Companies  Acts  and  their 
Remedies"  was  delivered  by  Mr.  G.  H.  Boucher, 
solicitor.  Mr.  Percy  Jenkins,  F.C.A.,  presided,  and  there 
was  a  good  attendance. 


Faults  in  Company  Law. — Positions  of  Creditors. 
An  important  point,  and  one  bristling  with  difficulties, 
is  how  to  improve  the  position  of  the  ordinary  creditor  of 
a  company  where  a  receiver  has  been  appointed  by  the 
debenture-holders.  A  debenture,  as  you  know,  is  a  charge 
which  either  creates  a  debt  or  acknowledges  it,  and  prac- 
tically any  document  which  fulfils  either  of  these  con- 
ditions is  a  debenture.  In  the  case  of  every  well-drawn 
debenture  the'  money,  or  debt,  secured  by  it  is  made  pay- 
able upon  the  happening  of  certain  specified  events,  such 
as  the  non-payment  of  principal  or  interest,  or  in  the  event 
of  the  company  going  ixyto  liquidation,  and  such  like. 
When  the  debenture  becomes  due  the  debenture-holders 
may  adopt  one  of  several  courses.  They  may,  for 
instance,  appoint  a  receiver  of  the  whole  of  the  assets  of 
the  company,  and  may  also  authorise  him  to  carry  on  the 
business.  Let  us  see  how  this  works  in  practice.  Let  us 
suppose  a  railway  company  has  been  worked  at  a  loss  and 
has  been  unable  to  pay  the  interest  on  its  debenitures  or 
debenture  stock.  The  debenture-holders  appoint  a 
receiver,  who  cairries  on  the  business  and  works  the  line. 
Now,  let  us  further  suppose  that  the  railway  company  is 
the  Pill  and  Kingswood  Railway.  John  Crispin,  a  Kings- 
wood  cobbler,  being  desirous  of  attending  a  Liberal 
Tbaodcsgiving  Service  at  Liberty  Hall,  Pill,  travels  by  the 
railway,  which,  all  unknown  to  him,  is  being  worked  by  the 
xeoeiver  on  behalf  of  the  debenture-holders.  The  receiver 
works  the  line  on  economical  principles,  and  does  not 
waste  money  on  such  superfluous  comnaodities  as  gas.  On 
arriving  at  his  destination  at  Pill,  darkness  covers  the  face 
of  the  earth.  The  station  lamps  are  not  lighted  and  there 
are  no  porters  on  the  platform.  The  only  lights  to  be  seen 
axe  the  lights  of  the  disappearing  train  in  the  distance 
and  a  faint  gUmmer  from  the  signal-box  hard  by,  which 
instead  of  helping  friend  John  only  seorve  to  confuse  him. 
In  his  hurry  to  be  in  time  for  the  mdering  of  the  first 


hymn,  he  blunders  down  the  platform  and,  owing  to  the 
darkness,  stumbles  over  the  station  wheelbarrow,  which 
railway  porters  appear  to  take  a  fiendish  delight  in  leaving 
in  everybody's  way.  John  stumbk-s.  He  falls.  He  rolls 
off  the  platform  to  the  line  below.  He  barks  his  shin, 
grazes  his  elbow,  and  otherwise  injures  his  leg.  "House- 
maid's knee"  siipen'enes,  and  friend  John,  instead  of  join- 
ing the  thanksgiving  service,  is  laid  up  for  a  month  !  Not 
unmaturally  he  vows  Vengeance  and  seeks  compensa- 
tion. Alas!  he  seeks  in  vain.  He  goes  to  Court  and 
obtains  a  judgment  for,  say,  ;f3oo.  But  when  he  seeks  to 
reap  the  fruits  of  his  judgment  he  finds  that  he  cannot. 
All  the  usual  methods  of  enforcing  payment  are  closed  to 
him.  BeLng  a  limited  company  there  is  no  person  whom 
he  can  kick  or  put  in  prison,  and  he  cannot  put  the  sheriff 
in  possession,  for  that  would  be  a  contempt  of  Court. 
Between  his  judgment  and  the  realisation  of  it  stands  a 
compact  body  of  debenture-holders  to  an  amount  of 
perhaps  ;^2oo,ooo  or  ;^3oo,ooo,  and  until  their  claims  have 
been  satisfied  poor  cobbler  John  is  out  in  the  cold.  His 
claim,  is,  in  legal  language,  postponed  to  the  claims  of 
prior  incumbrancers.  This  seems  a  great  hardship,  and  is 
a  matter  which  urgently  needs  alteration.  The  law  should 
be  that  where  debenture-holders  carry  on  a  business  by 
themselves,  or  by  their  receiver,  they  should  be  liable  for 
all  damage  incurred  by  his  or  their  so  doing. 

In  our  last  illusti'ation  we  said  that  a  judgment  creditor 
cannot  put  the  sheriff  in  possession  of  a  com.pany's  effects 
after  a  receiver  has  been  appointed.  As  a  matter  of  fact, 
it  is  nearly  always  impossible  for  an  ordinary  creditor  to 
put  in  an  execution  at  all,  an  execution,  as  you  know, 
being  the  technical  mode  of  putting  the  sheriff  in  posses- 
sion with  a  view  to  selling  the  property  and  payment  being 
made.  The  reason  is  that  in  almost  every  company  there 
are  debenture^olders,  or  mortgagees,  and  these  take 
priority  over  every  other  claim.  Of  course,  in,  a  measure 
an  ordinary  creditor  can,  in  theory  at  least,  always  pro- 
tect himself.  Before  giving  credit  to  a  company  he  can 
please  himself  whether  he  will  deal  with  the  company  or 
not.  He  can  also,  if  he  wishes,  even  take  a  pleasurable 
journey  to  London,  and  endeavour  to  search  out  the 
financial  position  of  the  company  from  the  official 
records.  It  will  only  cost  him  a  couple  of  pounds 
or  so  and  the  loss  of  a  day's  work.  This,  it  is  true,  may 
be  an  expense  quite  out  of  proportion  to  the  amount  of 
profit  likely  to  be  derived  from  his  deal.  But  that  is  a  mere 
detail  which  he  must  not  blame  the  law  for.  The  law 
assumes  in  such  cases  that  time  and  money  are  of  no 
importance  whatever,  and  if  the  creditor,  or  intending 
creditor,  does  not  choose  to  take  the  trouble  to  search  for 
information^ — ^well,  the  law  metaphorically  washes  her 
hands  of  the  miat.ter.  ^^ 

It  is  a  general  principle  €figibttBedlsby  ihatGtiOxecution 
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creditor  takes  what  the  sheriff  can,  on  his  behalf,  lay  hands 
on,  subject  to  all  equities  attaching  to  the  property  in 
the  hands  of  his  creditor.  The  meaning  of  this  obscure 
sentence  will  become  clearer  presently.  Therefore,  where 
there  is  a  floating  charge  over  the  whole  of  the  company's 
property,  such  as  is  given  by  most  debentures,  it  is  impos- 
sible for  the  execution  creditor  to  claim  the  benefit  of  the 
execution  as  against  the  owne<r  of  the  floating  charge,  at 
any  rate,  if  the  latter  initervenes  before  the  sheriff  has  sold 
the  property.  A  company  is  only  authorised  to  deal  with 
its  property  in  the  ordinary  course  of  its  business.  And 
though  one  might  suggest  that  to  pay  a  creditor  w^as  only 
carrying  out  the  ordinary  course  of  business,  it  would  be 
distinctly  rude  to  say  that  a  company  ought  to  be  ccxm- 
palled  to  do  so  by  the  aid  of  the  sheriff  and  his  satellite, 
"the  humible  buaiL"  When,  therefore,  a  company  is 
threatened  with  an  execution,  the  holders  o(f  a  floating 
change  may  apply  to  the  Court  to  appoint  a  receiver,  and 
the  Court  will  do  so  even  though  the  money  secured  by 
the  floating  charge  is  not  yet  due.  And  the  result  will  be 
that  the  creditor  will  be  "diddled"  out  of  his  money. 

What  is  the  case,  you  will  ask,  which  establishes  this 
extraordinary  position  ?  It  is  the  case  of  Re  London  Pressed 
Hinge  Company;  Campbell  v.  London  Pressed  Hinge 
Company  (1905,  i  Ch.  576).  There  a  company  had  issued 
certain  debentures,  giving  a  floating  charge  on  its  present 
and  future  property.  There  was  a  condition  that  the  prin- 
cipal should  be  payable  if  there  were  a  default  of  interest 
for  a  period  of  six  months,  and  if  an  order  weie  made  or 
resolution  passed  for  win-ding  up.  The  debenture-holders 
asked  for  the  appointment  of  a  receiver  and  manager,  on 
the  ground  that  thedr  property  was  jeopardised  by  the 
circumstance  that  the  assets  were  insufficient  to  satisfy 
the  debentures  and  that  execution  was  about  to  be  levied 
by  a  judgment  creditor.  There  was  no  interest  in  arrear 
and  no  principal  due  on  the  debentures,  buit  that  did  not 
prevent  a  receiver  being  appointed.  The  Judge  did  it 
reluctantly,  it  is  true,  but  the  fact  remains  that  he  did  it. 
The  result  was  that  the  company  could  not  pay  the  creditor 
to  whom  payment  was  due  in  priority  to  the  debenture- 
holder  to  whom  nothing  was  owing,  and  the  former  will 
probably  have  to  whistle  for  his  money. 

The  remedy  would  appear  to  be  simple ;  but  it  will  neces- 
sitate the  intervention  of  the  Legislature,  which  will 
probably  be  a  matter  for  the  dim  and  distant  future. 

As  is  fairly  well  known,  a  judgment  creditor  is  not  con- 
fined to  his  remedy  of  levying  an  execution,  which,  as  we 
have  seen,  may  prove  no  remedy  at  all.  He  may  adopt  one 
of  several  other  remedies.  He  may,  for  instance,  know  of 
someone  who  owes  money  to  his  judgment  debtor,  and  the 
law  has  provided  means  whereby  the  money  due  from  the 
third  person  to  the  judgment  debtor  may  be  "annexed" 


by  the  judgment  creditor.  The  process  necessary  for 
"annexing"  the  money  is  called  "garnislMe  proceedings." 
In  the  case  of  a  limited  company  being  the  judgment 
debtor,  the  judgment  creditor  may,  if  he  succeeds  in  obtain- 
ing an  absolute  order  for  payn^nt  to  himself  of  the  money 
due  to  the  company,  <^nap  his  fingers  at  any  receiver  of 
the  company  who  may  thereafter  be  appointed ;  but  if  he 
has  not  obtained  an  absolute  order,  and  a  receiver  is 
appointed  before  it  is  perfected,  the  receiver  will  be 
entitled  to  the  money  on  behalf  of  the  debenture-holders. 
Garnishee  proceedings  are  somewhat  involved,  and  timt* 
will  not  permit  of  a  full  explanation  of  the  process,  but 
you  will  have  gained  sufficient  information  to  realise  the 
importance  of  obtaining  an  absolute  oirder  prior  to  a 
receiver  being  appointed.  (Further  information  may  be 
gained  by  a  periLsal  of  Robson  v.  Smith,  1895,  2  Ch.  118.) 

Registration  of  Charges,  &*€. 
As  you  know,   one  of  the  most  important   alterations 
which  the  Companies  Act,  1900,  effected  was  as  to  the 
registration  and  filing  of  notice  of  charges  on  the  assets 
of  a  company. 

By  Section  14  of  the  Act  it  is  provided  that  every 
mortgage  or  charge  for  securing  any  issue  of  debentures  or 
a  charge  on  the  uncalled  capital  of  the  company,  or  a  float- 
ing charge  on  the  undertaking  or  property  of  the  company, 
&c.,  requires  to  be  filed  within  twenty-one  days  after  the 
date  of  its  creation,  and  if  not  filed  within  that  time  it  is. 
so  far  as  any  security  on  the  company's  property  or  under- 
taking is  thereby  conferred,  void  against  the  liquidator  and 
any  creditor  of  the^company. 

In  passing,  we  may  notice  another  small  defect,  but, 
like  Mr.  Midshipman  Easy's  nurse's  baby,  it  is  such  a  little 
one  that  an  apology  might  almost  be  needed  for  n^ntioning 
it,  viz. :  — that  the  words  "  property  or  undertaking  "  do 
not  include  uncalled  capital.  But  it  can  hardly  be  intended 
that  a  charge  on  the  uncalled  capital  should  be  valid 
though  not  registered,  while  a  security  on  the  company's 
undertaking  or  property  should  be  invalid  unless  it  is. 

A  much  more  important  matter  is  that  though  any 
mortgage  or  charge  for  securing  debentures  is  required  to 
be  registered,  yet  a  specific  charge  on  freeholds  or  lease- 
holds, or  a  lien  created  in  the  ordinary  course  of  business, 
and  also  probably  a  mortgage  of  capital  called  up  but  stiil 
unpaid,  unless  given  to  se..ure  debentures,  is  not  within 
the  section  and  does  not  require  registration. 

So  we  have  this  anomalous  position.  A  company  which 
issues,  say,  debentures  or  debenture  stock  certificates  for 
securing  a  hundred  or  a  couple  of  hundred  pounds,  must 
file  particulars  within  twenty-one  days,  but  the  very  same 
company  may  give  a  specific  mortgage  for,  say,  ;f  100,000, 
and  need  not  file  particulars.  In  thf^ne.  case,^lhercfore. 
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there  is  the  record  of  th*  borrowing  of  money  by  a  com- 
pan5',  but  in  the  other  there  is  not.  ITiere  is  nothing  to 
show  an  intending  creditor,  even  though  he  search  the  com- 
pany's file  at  Somerset  House  at  the  expiration  of,  say, 
three  months  after  the  mortgage,  that  any  such  charge  has 
been  given. 

A  word  or  two  as  to  the  Register  of  Mortgages  which  the 
Legislature  in  its  supreme  wisdom,  at  great  pains  and  with 
se\^re  penalties,  has  established.  Its  object,  of  course,  is 
to  afford  information  to  all  and  sundry  what  the  position 
of  the  company  is,  so  that  a  man  may  decide  whether  he 
will  give  credit  to  the  company  or  not,  either  in  the 
ordinary  course  of  business  or  on  the  security  of  deben- 
tures. Does  this  register  do  this?  I^  us  see.  It  is  by 
no  means  uncommon  to  find  that  the  trust  deed  securing 
an  issue  of  debenture  stock,  or  the  debenture  itself,  pro- 
hibits the  company  from  creating  mortgages  or  charges 
on  its  freehold  or  leasehold  land  in  priority  to  the  deben- 
ture; but  if  a  legal  mortgagee,  without  notice  and  in 
ignorance  of  prohibition,  advances  money  to  the  company, 
he  obtains  an  absolutely  good  and  effectual  charge  in 
priority  to  the  debenture-holders,  and  is  in  no  way  affected 
by  the  fact  that  the  company  had  no  right  to  give  the 
mortgage.  The  register  In  the  possession  of  the  Registrar 
of  Joint  Stock  Companies  does  not  show  the  existence  of 
this  mortgage,  nor  yet  of  the  restriction  on  the  borrowing 
powers  of  the  company.  The  result  is  that  a  debenture- 
holder  may  find  his  security  postponed  to  a  mortgage  of 
later  date.  But  I  think  I  hear  someone  remark,  "  The  com- 
*pany  must  keep  at  its  registered  office  a  copy  of  all  instru- 
"ments  creating  charges."  Yes.  That  is  true.  But  while 
the  register  at  Somerset  House,  which  does  not  show  the 
restriction  against  borrowing  money  in  priority  to  the 
debenture,  is  open  to  the  public  on  payment  of  one  shilling, 
the  copy  document  at  the  registered  office  of  the  company 
is  only  open,  to  the  inspection  o<f  mis>mbeis  and  creditors, 
not  intending  members  or  intending  creditors. 

Let  us  consider  the  question  of  registration  of  mortgages 
from  another  standpoint. 

The  Act  says  that  every  mortgage  or  charge — 

(1)  For  securing  debentures;  or 

(2)  On  the  uncalled  capital  of  the  company ;   or 

(3)  A  charge   evidenced   by   an   instrument   which   if 

executed  by  an  individual  would  require  regis- 
tration as  a  bill  of  sale ;  or 

(4)  Any  floating  charge  on  the  property  of  the  company, 
requires  registration. 

l,ct  us  suppose  that  a  company  has  since  the  1900  Act 
created  a  charge  under  one  or  other  or  all  of  the  above 
heatis.    We  will  take  the  case  of  a  brewery  company. 


A  brewery  company,  having  created  and  duly  filed  the 
charge  in  accordance  with  the  Act,  sells  some  of  the  pro- 
perty comprised  in  the  charge  in  the  usual  course  of  busi- 
ness, and  pays  the  money  received  from  the  sale  to  the 
trustees  for  the  debenture-holders.  We  will  say  it  sells  a 
public-house  which  is  not  wanted.  It  afterwards  buys 
another  public-house,  and  to  enable  it  to  do  this  it  borrows 
from  the  trustees  for  debenture-holders  the  money  it  had 
paid  them  on  the  sale  of  the  other  house.  The  company, 
in  fact,  substitutes  the  house  just  bought  for  the  house  it 
has  sold.  No  fresh  trust  deed  is  executed,  no  other  security 
given.  Is  this  the  creation  of  a  charge  which  requires 
registration? 

The  Court  of  Appeal,  in  the  case  of  The  Cornbrook 
Brewery  Company  v.  Law  Debenture  Corporation  (1904,  i 
Ch.  103),  decides  that  it  is. 

The  result  is  that  immediately — that  is  to  say,  within 
twenty-one  days  of  the  substitution  of  the  newly  bought 
house  for  that  just  sold—the  company  must  register  the 
deed  conveying  the  property  to  the  debenture  trustees  with 
the  Registrar  of  Joint  Stock  Companies ;  but  that  is  not 
the  worst  feature.  A  copy  of  the  certificate  which  is  given 
by  the  Registrar  of  the  due  filing  of  the  instrument  must 
be  placed  on  every  debenture  issued  by  the  company,  and 
it  presumably  follows  therefore  that  the  company  will 
have  to  call  in  all  its  debentures  in  order  that  the  copy 
certificate  may  be  placed  on  each. 

This  result  is  the  more  absurd  inasmuch  as  directly  the 
company  buys  any  property,  whether  it  be  a  public-house 
or  a  pocket  of  hops,  the  thing  bought  becomes  ipso  facto 
subject  to  the  provisions  of  the  trust  deed,  because  it  forms 
part  of  the  floating  assets  of  the  company. 

You  will  please  bear  in  mind  the  distinction  existing 
between  a  purchase  by  the  company  and  a  purchase  by  the 
debenture-holders'  trustees.    The  two  are  quite  distinct. 

Now  if,  instead  of  buying  a  new  house  and  borrowing 
the  money  from  the  trustees  for  debenture-holders,  the 
company  had  procured  the  trustees  to  buy  the  property 
themselves,  and  allow  the  company  to  use  it  in  all  respects 
as  if  it  were  its  own,  there  would  be  no  need  to  register 
at  all,  because,  you  see,  it  would  not  be  in  any  sense  the 
creation  by  the  company  of  a  charge  or  mortgage. 
Undoubtedly  the  object  of  the  Act  is  to  show  what  money 
a  company  has  borrowed  by  way  of  debentures,  debenture 
st(x:k,  &c.,  but  it  is  submitted  that  this  result  could  be 
more  effectually  and  more  satisfactorily  attained  by  com- 
pelling limited  companies  to  file  (every  year)  a  full  and 
complete  Balance  Sheet  certified  by  the  auditor,  who 
should  be  a  properly  qualified  accountant,  and  counter- 
signed by  the  secretary.  This  would  obviate  all  difficulty, 
and  would  save  much  trouble  and  annot^^ce.  T 
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Tricky  Waiver  Clauses. 
The  most  important  practical  matter  in  conneotion  with 
the  formation  of  a  company  is  usually  the  obtaining  of 
capital.  This  is  essentially  the  business  of  the  company 
promoter.  To  be  a  successful  company  promoter,  then,  it 
is  necessary  to  have  the  faculty  of  getting  money  into  the 
concern,  and  the  easiest  way  to  get  it  is  by  means  of  a 
"prospectus,"  sown  broadcast  over  the  country.  The 
expression  "  prospectus  *'  means,  unless  the  context  other- 
wise requires,  any  prospectus,  notice,  circular,  advertise- 
ment, or  other  invitation  offering  to  the  public  for  sub- 
scription or  purchase  aay  shares  or  debentures  of  a 
company. 

Great  ingenuity  is  displayed  in  the  prospectus.  Take 
up  any  prospectus  haphazard,  and  you  will  be  able  to 
verify  this.  The  glowing  terms  in  which  the  prospects  of 
the  company  are  described  are  marvels  of  descrip>tive  word 
painting,  and,  in  many  cases,  of  vague  yet  inspiring 
promises.  But  perhaps  prior  to  1900  the  greatest 
ingenuity  was  exhibited  in  getting  round  the  provisions  of 
Section  38  of  the  Companies  Act,  1867.  This  required  the 
disclosure  in  the  prospectus  of  the  date  and  parties  to  any 
contract  entered  into  by  the  company  or  the  promoters, 
directors,  or  trustees  thereof,  before  the  issue  of  the  pro- 
spectus. The  Courts  whittled  down  the  section  by  hold- 
ing that  it  applied  only  to  contracts  affecting  the  company 
which  were  material  to  'be  known  to  subscribers.  This 
was  a  great  success.  But  greater  still  was  the  happy 
thought  of  the  man  who  hit  on  the  idea  of  stating  in  the 
prospectus  the  fact  that  there  were  or  might  be  contracts 
in  existence,  but  that  the  intending  subscriber  should  be 
deemed  to  have  had  notice  of  them ;  and  this  provision  was 
further  safeguanded  by  providing  in  the  form  of  application 
for  shares  which  the  tn/tending  subscriber  had  to  sign  that 
he  waived  notice  of  any  contracts  entered  into  by  or  on 
behalf  o«f  the  company.  That  practice  is  forbidden  by  the 
new  Act. 

The  1900  Act  requires  the  dates  of  and  parties  to  every 
material  contract,  and  a  reasonable  time  and  place  at 
which  any  material  contract  or  a  copy  thereof  may  be 
inspected,  to  be  set  out  in  any  prospectus  or  other  invita- 
tion offering  to  the  public  for  subscription  or  purchase 
any  shares  or  debentures  of  a  company,  but  there  is  an 
exception  in  the  case  of  contracts  entered  into  in  the 
ordinary  course  of  business. 

Vox  vagueness  and  uncertainty  Section  10  of  the  Act  of 
1900  is  delightful.  For  instance,  it  deals  with  every 
material  contract  without  specifying  between  whom  or  for 
what  purpose  it  must  be  material.  Again,  it  is  necessary 
to  state  a  reasonable  time  and  place  where  the  contracts 
or  copies  may  be  inspected ;  but  it  is  not  stated  that  the 


company  or  the  promoters  must  produce  the  contractB  or 
copies  to  any  applicant,  nor  whether  the  applicant  has 
any  remedy  in  case  of  refusal.  Nor  is  any  idea  given  of 
what  is  a  reasonable  time  or  reasonable  place  for  inac- 
tion. But  we  were  speaking  of  the  ingenuity  of  the  "pro- 
moter." One  of  his  latest  devices  is  to  file  a  prospectus 
with  the  Registrar  in  accordance  with  the  zeqvuwments  of 
Section  9,  and  then  to  advertise  in  the  newspapers  a  very 
much  abridged  copy  of  that  prospectus.  This  is  prefixed 
by  a  declaration,  with  or  without  reference  to  the  complete 
prospectus,  to  the  effect  that  the  advertisement  is 
published  by  way  of  information  only,  and  not  for  the 
purpose  of  inviting  subscriptions  for  shares.  It  is  very 
difficult  to  believe  that  so  barefaced  an  attempt  at 
evading  the  staituite  could  hold  water,  but  yet  I  must  confess 
I  cannot  see  why  it  should  not.  It  is  like  a  blind  man 
walking  slowly  in  the  gutter,  bearing  a  card  on  his  breast 
with  the  words  "I  am  blind"  upon  it.  He  cannot  by 
merely  wearing  the  card  be  said  to  be  begging,  although 
the  natural  inference  is  that  his  object  is  to  excite  the  pity 
of  the  charitably  disposed.  So  the  newspaper  advertise- 
ment does  not  in  express  terms  offer  shares  for  subscrip- 
tion. On  the  contrary,  the  natural  assumption  that  it  aims 
at  doing  so  is  positively  negatived.  But  with  what  other 
object  the  same  is  published  it  is  impossible  to  conjecture. 

To  say  that  minute  details  concerning  a  company  are 
presented  to  the  world  at  laz^e  "by  way  of  information 
only  "  strikes  one  as  an  artful  dodge  to  justify  the  omis- 
sion from  the  advertisement  of  certain  necessary  par- 
ticulars. If  one  wishes  to  ascertain  what  these  particulars 
are,  recourse  must  be  made  to  the  full  prospectus,  and  this, 
as  we  have  seen,  there  is  no  obligation  on  the  com^pany  or 
the  promoters  to  produce. 

No  doubt  Section  30  ought  to  include  in  its  definition 
of  "  prospectus  "  not  only,  as  at  present,  any  prospectus, 
notice,  circular,  advertisement,  or  other  invitation 
offering  to  the  public,  but  any  prospectus,  notice,  circular, 
advertisement,  or  other  invitation  impliedly  offering  to  the 
public  for  subscription  or  purchase  any  shares  or  deben- 
tures of  a  company.  If  the  point  should  ever  come  before 
the  Courts  for  decision  it  might  possibly  be  held  that  the 
word  "  impliedly  "  should  be  read  into  the  section,  but  it 
is  difficult  to  see  how  the  matter  can  be  brought  before 
the  Courts.  For  how  can  a  director  or  other  person  be 
made  responsible  for  an  advertisement  for  not  disclosing 
a  contract  at  the  suit  of  a  shareholder  who  alleged  he 
applied  for  shares  on  the  faith  of  such  advertisement, 
which,  when  it  is  examined,  expressly  says  it  is  published 
by  way  of  information  only,  and  not  for  the  purpose  of 
inviting  subscriptions. 

The  matter  appears  to  be  cleax ly  one  for  the  intervention 
of  the  Legislature.  /^~^  t 
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Amalgamation  and  Reconstruction. — An  Omission  from  the 

Act  of  1862. 
These  are  days  of  big  companies  and  big  enterprises, 
when,  in  order  to  kill  competition  and  to  lessen  expenses  of 
management,  it  is  frequently  desirable  for  several  com- 
panies to  amalgamate  for  mutual  protection  and  advantage. 
Perhaps  the  best  illustration  of  this  is  the  case  of  the 
Imperial  Tobacco  Company  of  Great  Britain  and  Ireland, 
Lim.,  which  company  is  for  brevity's  sake  known  on  the 
Stock  Exchange  by  the  one  expressive  word  *'  Smokes." 

Here,  as  we  all  know,  owing  to  the  invasion  of  the 
Americans  in  the  domain  of  "Smokes."  most  of  the  large 
companies  in  England,  with  Messrs.  Wills  at  their  head, 
banded  themselves  together  for  mutual  protection  under  the 
style  above  named.  How  they  succeeded  is  now  a  matter 
of  history.  The  invasion  was  repulsed,  the  Yankees 
retreated,  and  the  war  was  successfully  carried  into  the 
enemy's  country.  This  result  could  not  have  been  attained 
unless  the  several  companies  and  firms  forming  the 
**  Combine  "  had  made  common  cause  against  the  common 
enemy.  When  these  companies  collectively  formed  one 
large  new  company  it  became  necessary  for  each  separate 
company  to  be  wound  up ;  and  when  any  company  arranges 
to  amalgamate  with  another  company  by  selling  or  trans- 
ferring its  property  to  the  other  company  it  becomes  a  matter 
of  importance  to  ascertain  how  tliis  can  be  carried  out. 
Because,  as  a  rule,  the  purchasing  company  wishes  to  pay 
the  shareholders  and  creditors  of  the  other  company  in 
either  shares  or  debentures  rather  than  in  cash,  and  herein 
frequently  arises  a  difficulty.  As  accountants  are  often 
appointed  liquidators,  it  is  a  subject  I  specially  commend  to 
your  notice. 

A  liquidator  derives  his  power  to  accept  shares,  &c.,  in 
lieu  of  purchase- money  from  Section  161  of  the  Act  of  1862. 
This  is  a  very  lengthy  section,  but  only  a  portion  of  it  need 
trouble  us.     It  provides  that — 

*'  where  a  company  is  proposed  to  be  or  is  in  the  course 
of  being  wound  up  altogether  voluntarily,  and  the 
whole  or  a  portion  of  its  business  or  property  is 
proposed  to  be  transferred  or  sold  to  another  company, 
the  liquidators  of  the  first  mentioned  company  may. 
with  the  sanction  of  a  special  resolution  of  the  company 
by  whom  they  were  appointed,  conferring  either  a 
general  authority  on  the  liquidators  or  an  authority 
in  respect  of  any  particular  arrangement,  receive 
in  compensation  or  part  compensation  for  such 
transfer  or  sale  shares,  policies,  or  other  like 
interests  in  such  other  company,  for  the  purpose  of  dis- 
tribution amongst  the  members  of  the  company  being 
wound  up." 

The  liquidator  may,  you  see,  sell  for  shares,  &c.,  in  the 


purchasing  company,  but  the  section  does  not  provide  how 
he  is  to  distribute  the  shares,  &c.,  among  the  members  of  his 
own,  the  vendor,  company.  He  is  bound  to  deal  with  them 
strictly  in  accordance  with  their  rights. 

Let  us  suppose  that  in  the  vendor  company  there  are  not 
only  ordinary  shareholders  but  also  preference  shareholders 
and  the  holders  of  founder's  shares  entitled  to  special  rights 
in  the  distribution  of  the  assets.  If  zo,ooo  shares  of /lo  each 
are  to  be  distributed,  and  the  rights  of  the  holders  of 
preference  shares  to  the  extent  of  /2o,ooo  are  that  they  shall 
be  paid  in  full  the  amount  of  such  shares  before  any  repay- 
ment is  made  to  the  holders  of  ordinary  shares,  how  is  it 
possible  for  the  poor  unfortunate  liquidator  to  say  how  many 
shares  in  the  new  company  would  be  equivalent  to  a  pay- 
ment in  full  of  the  amount  of  the  preference  shares  ? 

It  is  often  attempted  to  meet  the  difficulty  by  giving 
holders  of  preference  shares  in  the  old  company  preference 
shares  in  the  new ;  but  this  will  not  prevail  over  the  rights 
of  any  old  shareholders  who  insist  on  getting  the  full  value 
of  their  shares  before  the  old  ordinary  shareholders  get 
anything. 

In  addition  to  this  difficulty  preference  shareholders  may 
wisli  to  receive  ordinary  shares  in  lieu  of  preference  in  the 
new  company,  or  an  ordinary  shareholder  may  wish  for 
preference. 

The  result  is  that  where  there  are  preference  as  well  as 
ordinary  shareholders  a  reconstruction  or  amalgamation  is 
not  possible  unless  either  the  articles  of  association  provide 
for  such  a  contingency — which  is  perhaps  unlikely — or  the 
preference  shareholders  consent  unanimously,  or  those  who 
do  not  consent  to  the  proposed  distribution  also  dissent  from 
the  whole  scheme,  in  which  event  the  liquidator  may  pay 
them  out  in  cash  (which  they  may  not  want)  under  the 
provisions  of  Sections  161-2. 

It  is  true  the  liquidator  might  bring  the  scheme  before 
the  Court  in  accordance  with  the  Joint  Stock  Companies 
Arrangement  Act,  1870.  an  Act  which  though  formerly  com- 
paratively little  used  has  acquired  additional  importance  by 
virtue  of  the  1900  Act.  If  the  Court  approved  the  scheme 
it  would  be  binding  on  the  preference  shareholders,  but  if  a 
large  section  opposed  the  application  the  Court  might  refuse 
to  affect  their  rights  by  sanctioning  the  scheme. 

Often  and  often  carefully  drawn  up  schemes  of  reconstruc- 
tion, as  apart  from  amalgamation— although,  as  you  will 

I  readily  see.  the  same  principle  is  involved— are  upset  by  a 
dissentient  majority  on   the  ground  that  some  of  the  pro- 

'  posals  are  an  infringement  of  the  rights  of  the  minority 
which  the  majority  cannot  impose  on  them. 

When  next  the  Legislature  turns  its  attention  to  company 
law  it  is  hoped  they  will  deal  with  thiy^estion  by  giving 
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the  liquidator  full  power  to  distribute  the  assets  and  bind  a 
dissentient  minority,  subject,  of  course,  to  the  right  of 
appeal  to  the  Court  in  case  of  dispute. 


At  the  close  of  the  lecture  a  discussion  took  place  upon 
the  advisability  of  compelling  companies  to  file  an  annual 
Balance  Sheet,  as  suggested  by  the  lecturer. 

The  meeting  concluded  with  hearty  votes  of  thanks  to 
the  lecturer  and  to  the  Chairman. 


ftcctlnQS  for  tbe  ensuiita  Meeli. 


TM«iay  — Institute  of  Chartered  Accountants. — 
Finance  Committee  at  2  p.m. ;  Applications  Com- 
mittee at  3  p.m. 

Wednesday. — Institute  of  Chartered  Accountants. — 
Council  Meeting  at  12  noon ;  Twenty-fifth  Annual 
Meeting  at  2  p.m. 

Chartered  Accountants'  Benevolent  Associa- 
tion.—Twentieth  Annual  Meeting  at  the  conclusion 
of  the  Annual  Meeting  of  the  Institute. 


pereonaL 


Messrs.  F.  Rowland,  Smith  &  Co.,  of  17  St.  Swithin's 
Lane,  E.C.,  announce  that  they  have  opened  a  branch 
office  at  Grosvenor  Buildings.  The  Quadrant,  Richmond, 
Surrey. 

Messrs.  G.  N.  Read,  Son  &  Co.,  Chartered  Accoun- 
tants, of  44  Gresham  Street,  London,  B.C.,  announce  that 
they  have  opened  a  branch  office  at  Gazette  Building, 
Water  Street,  St.  John's,  Newfoundland,  under  the  control 
of  Mr.  Ernest  R.  Watson,  A.C.A. 


Ube  Cbattered  Hccountant  Stu^ent0 
Soctets  of  Xondon* 


Twenty-third  Annual  General  Meeting. 


The  twenty-third  annual  general  meeting  of  tbe  Society 
.was  held  at  the  Institute  of  Chartered  Accountants  on 
Wednesday,  i8th  April  1906,  Mr.  W.  TI.  Fox.  F.C.A.  (Vice- 
!'rt'<ii(Wnt)  kindly  presiding  in  the  unavoidable  absence  of 
the  President,  Mr.  Edwin  Waterhouse,  M.A.,  F.C.A. 


REPORT  AND  ACCOUNTS. 

1.  Your  Committee  have  much  pleasure   in    presenting 
the  Society's  Twenty-third  Annual  Report. 

2.  The  number  of  Members  on  the  31st  December 

1904  was              ..            . .  ..  . .      833 

Admissions  during  1905  : — 

Ordinary  Members            ..  ..  114 

Honorary        ,,                   ..  ..  4 


Less : — 

y5» 

Resignations            ..             1. 

3S 

Deaths      .. 

4 

Memberships  lapsed  under  Rule  8      . . 

39 

3i 

Membership  on  31st  December  1905  . . 

..      870 

Showing  a  net  increase  for  the  year  of  37. 

3.  During  the  year  twenty-five  Meetings  have  been  held 
of  the  Committee  and  Sub-Committees. 

4.  The  following  is  a  list  of  the  meetings  oi  the  Sociely 
held  during  the  year : — 

Tweaity -second  annual  general  meeting.  Chairman, 
J.  G.  Griffiths,  F.C.A. 

Discussion:  "December  1904  Examination  Questions." 
Openers,  H.  G.  Cocke,  A.C.A.,  L.  J.  Yeoman.  Chairman, 
Daniel  Hill,  F.C.A. 

"Some  Notes  on  Stock  Exchange  Securities."  I>ectnrer, 
M.  Gladwin  Baillie.  A.C.A.    Chairman,  E.  E.  Price.  F.C.A. 

Reading  of  Prize  Essay  of  the  Union  of  Chartered 
Accountant  Student  Societies :  "  Cost  Accounts,  their 
Advantages  and  their  Relation  to  Business  Results."  By 
Stanley  Pedder.     Chairman,  \V.  II.  Fox,  F.C.A. 

"Secured  Creditors  in  Bankruptcy  and  Winding-up." 
J^ecturer,  Herbert  Jacobs,  Barrister-at-Law.  Chairman, 
Basil  W.  Hardcastle,  F.C.A. 

"  Fire  Insurance  :  Some  Important  Points  and  Techni- 
calities." Lecturer,  S.  H.  Davids.  Chairman,  E.  II. 
Fletcher,  F.C.A. 

Debate  with  Law  Students*  Debating  Society :  "  That 
**  municipal  trading  under  the  present  conditions  is  detri- 
*' mental  to  the  national  interests."  (Held  at  the  Law 
Society's  Hall.)     Chairman,  E.  B.  Ames. 

Discussion:  "May  1905  Examination  Questions." 
Openers,  E.  T.  Fowell,  A.C.A.,  W.  T.  Wood,  B.A.  Chair- 
man, Francis  W.  Pixley,  F.C.A. 

"The  Work  (»f  the  Receiver  and  Manager  in  the  early 
''days  of  his  appointment."  I>ecturer,  W.  H.  Fox,  F.C.A. 
Chairman,  G.  Sneath,  F.C.A  /^^  T 
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Joint  debate  with  Bristol  Chartered  Accountants 
Students'  Society :  "  Mock  meeting  of  shareholders." 
(Held  at  Bristol.) 

Discussion  on  Report  ot  Departmental  Committee  on 
Income-tax.  Opener,  A.  V.  Dodd,  F.C.A.  Chairman, 
11.  Woodburn  Kirby,  F.C.A. 

Reading  of  Junior  Prize  Essay  :  "ITie  Rights  and  Duties 
of  a  Trustee  under  a  Deed  of  Arrangement."  By 
K.  T.  Wilkins.     Chairman,  E.  E.  Price,  F.C.A. 

"  -Vfter  the  War  in  the  Far  East :  a  Study  in  Commercial 
Geography."  Lecturer,  II.  J.  Mackinder,  M.A.  Chairman, 
J.  Dix  Lewis.  F.C.A. 

Sixth  Annual  Dinner.  Chairman,  G.  Walter  Knox, 
B.Sc,  F.C.A. 

Joint  debate  with  lieicester  Chartered  Accountants 
Mudents^  Society:  '*Mock  meeting  of  shareholders." 
Chairman,  W.  C.  Northcott. 

Vour  Committee  desire  to  record  their  thanks  for  the 
ser\-ices  rendered  to  the  Society  by  the  above-named 
gentlemen. 

5.  The  Special  Classes  for  the  preparation  of  candidates 
for  the  Intermediate  and  Final  Examinations,  held  during 
1905,  have  been  conducted  by  Professor  L.  R.  Dicksee, 
F.C.A.,  Messrs.  Herbert  Jacobs,  Barrister-at-Law,  and 
Percy  Child,  A.C..A.  The  Committee  regret  that  owing  to 
illness  Mr.  L.  Cuthbert  Cropper  has  been  abroad  for  a 
considerable  period,  but  it  is  hoped  he  will  shortly  resume 
tiib  classes,  which  in  his  absence  have  been  taken  by 
Professor  L.  K.  Dicksee. 

The  following  table  shows  the  percentage  of  those  attend- 
ing the  Classes  who  passed  the  Intermediate  and  Final 
Examinations ;  also  tlie  percentages  of  the  total  number  of 
candidates  attending  the  Examinations  who  passed  : — 


PercentaKe  of 

CUssuicn 

Passed. 

InUnRidiaU : — 
May  ..  6087 
November  90*0 

Final : — 
May       ..  75-0 
November  76  57 


Places  in 
Honours  List. 


Whole  Examination 
In 
Ilono'rs 


Percentage 
Passed. 


—  6060 

15th  and  17th  places  62- 17 


List. 


12 

18 


I  St  place 


5780 
62-56 


14 

13 


6,  The  following  members  of  the  Society  obtained 
certificates  of  merit  at  the  Examinations  in  1905,  and 
the  Society's  prizes  were  awarded  as  indicated : — 


May  Final. 

W.  Whitfield  . . 

ist        ..         ..    Prize  /lo  10    0 

E.  T.  Powell   . . 

..       5th       330 

G.  C.  Harrison 

..       8th 

A.  E,  Cutforth 
S.  Pedder 

**  1    nth  (bracketed) 

November  Final. 

W.  D.  Webster 

..       6th 

F.  R.  M.  de  Paula 

..       8th 

May  Intermediate. 

W.  T.  Wood,  B.A.   . .      2nd  (bracketed)  Prize    ;f 5    5    o 

W.  C.  Northcott       ..4th        ..         ..  „          3    3    o 
R.  C.  Martin  ..         ..      6th 

November  Intermediate. 
A.  C.  Anderson  . .       2nd  (bracketed)    Prize    /5    5    o 

H.  M.  Williams         ..       9th  do. 

F.  H.  Agar  ..  ..  15th 
S.  A.  Gantner..  ..  17th 
G.A.Roberts..         ..       i8th 

7.  The  Free  Classes  in  Bookkeeping,  Accounts,  and 
Auditing,  and  in  Law,  have  been  held,  as  usual,  during  the 
year,  and  have  been  well  attended. 

Examinations  were  held  in  connection  with  these  Classes, 
and  the  following  prizes  in  books  were  awarded  :  — 

Spring  Session.  /    s  d 

K.Stephens       ..         ..         ..         Bookkeeping  i     i  o 

R.  J.  Knight ,,  10  6 

W.  J .  Dowdell Law            . .  i     i  o 

R.J.  Knight ,,               ..  10  6 

Autumn  Session. 

C.  H.  Brook Bookkeeping  i     i  o 

A.  E.  Jones  ,,                      xo  6 

W.  J.  Dowdell Law  . .  i     i  o 

R.  J.  Knight „  ..             10  6 

8.  During  the  Spring  Session  your  Committee  announced 
the  following  Junior  Essay  Competition  : — 

"  The  Rights  and  Duties  of  a  Trustee  under  a  Deed 
**of  Arrangement." 

Four  essays  were  received,  and  Mr.  A.  F.  Whinney, 
F.C.A.,  who  kindly  acted  as  arbitrator,  placed  that  of  Mr. 
Ernest  T.  Wilkins  first,  who  was  conseq u^uv^awarded  the 
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first  prize;  the  second  prize  was  awarded  to  Mr.  H.  R. 
Horsley,  B.A. 

9.  The  following  gentlemen  represent  the  London  Society 
on  the  Joint  Committee  of  the  Union  of  Chartered  Accoun- 
tant Student  Societies,  viz. : — 

E.  E.  Price,  F.C.A. 
E.  James,  A.C.A. 
H.  Lanham,  A.C.A. 
L.  P.  Williams.  A.C.A. 
W.  C.  Northcott. 

Meetings  of  the  Joint  Committee  have  been  held  during  the 
year  at  Manchester  and  Liverpool,  at  which  the  London 
Society  was  represented  by  Messrs.  Price,  James,  and 
Northcott.  At  the  former  meeting  Mr.  E.  £.  Price  resigned 
the  Chairmanship  of  the  Committee  and  Mr.  A.  F.  Dodd. 
F.C.A.,  of  Liverpool,  was  selected  to  succeed  him.  At  the 
Liverpool  meeting  Mr.  H.  Lanham  resigned  the  Honorary 
Secretaryship  and  was  succeeded  by  Mr.  G.  H.  Redfern. 
A.C.A.,  a  member  of  the  London  Society.  Both  Messrs. 
Price  and  Lanham  had  held  office  since  the  formation 
of  the  Union  of  Student  Societies,  and  have  worked 
iadefatigably  in  its  interests.  Your  Committee  believe  that 
all  the  Associated  Societies  have  benefited  by  the  work 
of  the  Union^ particularly  the  smaller  Societies  in  the 
provinces. 

During  the  Autumn  Session  the  Committee  of  the  Union 
announced  the  following  Essay  Competition — 

*'  The  difference  in  Constitution  and  Relative  Advan- 
"  tages  of  Private  Firms  and  Limited  Companies,  and 
*•  the  Matters  of  Account  involved  by  a  Conversion." 

The  result  of  the  Competition  has  not  yet  been  announced. 

10.  The  Committee  have  again  to  express  their  thanks  to 
the  Institute  of  Chartered  Accountants  for  the  annual  grant 
made  by  them  to  this  Society. 

11.  The  Library  extension  scheme  is  now  in  full  working 
order  and  has  proved  very  advantageous  to  those  members 
of  the  Society  reading  for  the  Institute  Examinations. 

12.  The  sixth  annual  dinner  was  held  at  the  "  Hotel 
Cecil,"  on  30th  November  last,  when  about  130  of  the 
members  of  the  Society  and  their  friends  were  present. 
Mr.  G.  Walter  Knox.  B.Sc.  F.C.A.,  kindly  took  the  chair, 
and  was  supported  by  the  Vice-Presidcat  of  the  Institute  and 
several  members  of  its  Council.  The  large  increase  of  the 
attendance  at  the  dinner,  and  the  increased  interest  shown 
in  the  Society  during  the  year,  has  been  most  gratifying  to 
the  Committee. 


13.  It  is  with  regret  the  Committee  have  to  announce 
that  since  the  last  General  Meeting.  Messrs.  F.  R.  Acton. 
T.  W.  Hall,  and  S.  Pedder  have  resigned  their  positions  as 
members  of  the  Committee. 

14.  Since  the  last  Report  vacancies  on  the  Committee 
have  been  filled  (under  Rule  46)  by  the  election  of  Messrs. 
A.  C.  Anderson,  G.  A.  Phelips.  J.  R.  Tulloch,  and  E.  T. 
Wilkins  as  ordinary*  members. 

15.  The  Committee  regret  to  announce  the  death  of  Mr. 
P.  Cheyney  Plowman,  A.C.A.,  who  was  for  two  years  a 
member  of  the  Committee,  and  has  on  many  occasions 
assisted  the  Society  at  its  meetings  and  debates. 

16.  During  the  year  the  Secretary  made  application  for  an 
increase  in  his  remuneration,  which  your  Committee,  in  part, 
agreed  to.  This,  and  the  increased  cost  of  stationery  owing 
to  the  alterations  in  the  Rules,  accounts  for  the  deficit,  but 
your  Committee  hope  by  the  exercise  of  the  strictest 
economy  to  considerably  reduce  this  during  the  coming 
year. 

17.  The  President.  Edwin  Waterhouse,  M.A.,  F.C.A, 
and  the  Vice-Presidents,  W.  H.  Fox,  F.C.A.,  John  G. 
Griffiths.  F.C.A.,  and  Frederick  Whinney,  F.C.A.,  retire, 
and  are  eligible  for  re-election. 

18.  The  following  members  of  your  Comaiittee  retire, 
and  are  eligible  for  re-election : — 

A.  C.  Anderson, 
G.  A.  Phelips, 
J.  R.  Tulloch.  and 
E.  T.  Wilkins. 

The  following  officers,  viz. : — 

Honorary  Treasurer     , .         E.  E.  Price,  F.C.A. 

Honorary  A  uditors      . .         H.  A.  Plumb,  F.C.A.,  and  J.  W. 
Woodthorpe,  F.C.A., 

also  retire,  and  are  eligible  for  re-election. 

19.  The  Statement  of  Accounts  for  the  year  1905,  duly 
audited,  is  appended. 

By  order  of  the  Committee, 

.   W.    C.    NORTHCOTT. 

London,  6th  April  ,^igitized  by  GoOgft'"^"' 
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The  Chairman,  in  moving  the  adoption  of  the  Report 
and  Accounts  for  the  year  ended  31st  December  1905,  con- 
gratulated the  Society  on  its  continued  good  work  and 
increase  of  members. 

Mr.  W.  C.  Northcott,  Chairman  of  the  Committee, 
seconded  the  resolution,  which  was  unanimously  carried. 

The  following  officers  were  re-elected  :  — 

President:   Edwin  Waterhouse,  M.A.,  F.C.A. 

Vice-Presidents:  W.  H.  Fox,  F.C.A.,  J.  G.  Griffiths, 
F.C.A.,  F.  Whinney,  F.C.A. 

Hon.  Treasurer :  E.  E.  Price,  F.C.A. 

Hon.  Auditors :   H.  A.  Plumb,  F.C.A.,  J.  W.  Wood- 
thorpe,  F.C.A. 

The  following  members  of  the  Committee  were 
re-elected: — 

A.  C.  Anderson,  G.  A.  Phelips,  J.  R.  Tulloch. 

Mr.  W.  L.  Threlford  was  elected  a  member  of  the 
Committee. 

The  meeting  was  concluded  with  a  hearty  vote  of  thanJcs 
to  Mr.  Fox  for  presiding. 


IRosal  Statistical  Society?. 


A  PAPER  on  "  Dealings  in  Futures  in  the  Cotton  Market," 
by  Professor  S.  J.  Chapman,  M.A.,  and  Mr.  Douglas 
Knoop,  B.A.,  was  read  before  the  Royal  Statistical 
Society  at  its  meeting  on  24th  April. 

The  paper  was  concerned  with  the  e£fect  of  speculation 
upon  prices  in  developed  markets,  or,  as  the  question  is 
sometimes  stated,  the  effect  of  "futures,"  since  by  the 
arrangement  made  to  facilitate  future  transactions,  specula- 
tion is  made  easy.  Methods  of  measuring  steadiness  of 
prices  were  discussed,  and  it  was  decided  that,  for  the  pur- 
poses of  the  investigation  in  hand,  at  least  the  three 
following  methods  must  be  used  together — namely,  the 
standard  deviation,  the  mean  daily  (or  weekly)  movement, 
and  the  range  of  movement.  The  three  methods  commonly 
used  for  determining  the  effect  of  "futures"  on  prices 
(namely  deduction,  the  method  of  concomitant  variations, 
and  the  method  of  difference)  were  examined  in  turn. 
Deduction,  it  was  pointed  out,  could  not  prove  that  benefit 
results  to  the  market  from  "futures  "  if  dealing  syndicates 
frequently  used  them  to  tamper  with  the  market,  and  if 
the  influence  of  the  public,  who  were  ignorant  and  subject 
to  panic  and  sanguine  fits,  was  great.  The  method  of  con- 
comitant variations  took  measurenients  of  price  steadiness 
over  a  long  period,  aad  argued  that  changes  were  due  to 
the  greater  use  of  "  futures,"  since  in  the  period  "  futures  " 


had  played  an  increasingly  important  part.  But  other  con- 
comitant changes  had  taken  place  also.  However,  the 
authors  calculated  indices  of  price  steadiness  from  1868  to 
1905  (namely,  the  mean  weekly  movements,  the  standard 
deviation,  and  the  range  of  movement),  and  found  that, 
when  expressed  as  percentages  of  the  average  price,  they 
all  tended  upwards  for  about  the  last  seventeen  years. 
In  these  years  the  dealing  syndicate  had  been  growing  in 
influence,  and  it  was  therefore  the  probable  cause.  But  it 
did  not  follow  that  prices  would  not  be  much  more 
unsteady  without  the  use  of  any  "  futures  "  at  all,  and  at 
any  rate  the  "futures  "  would  assist  the  shifting  of  risks 
even  if  they  increased  them.  A  brief  comparison  of  price 
movements  at  Liverpool,  Bremen,  New  Orleans,  and 
Havre  yielded  no  results,  because  of  the  telegraphic  con- 
nections between  the  markets.  Finally,  the  authors  tried 
a  new  line  of  investigation  based  on  the  variable  relations 
between  "spot,"  and  "near"  and  "distant"  futures.  U 
was  argued  that  the  several  "  futures  "  and  "  spot "  were  in 
some  degree  independent  variables,  and  that  the  gap? 
between  them  varied  with  the  conscious  or  unconscious 
"bulling  "  or  "bearing  "  play  of  "futures  "  on  "spot,"  as 
well,  no  doubt,  as  with  other  incidents.  By  the  conscious 
play  of  the  "futures"  was  meant  the  effect  of  their 
deliberate  use  to  "bull"  or  "bear"  the  market,  and  by 
their  unconscious  play  was  meant  the  reaction  upon  the 
price  oi  "futures"  of  the  general  judgment  that  "spot" 
was  high  or  low  in  relation  to  supplies  and  demand.  An 
elaborate  series  of  correlatives  between  price  levels  in 
relation  to  the  average  of  the  year  or  the  average  of  the 
crop  year  still  to  run,  or  a  part  of  it,  and  different  measure- 
ments of  the  gaps  beween  the  several  "futures"  and 
"spot,"  led  the  authors  to  the  conclusion  that  as  regard> 
the  effect  of  "  futures  "  upon  prices  in  each  crop  year 
nothing  could  be  proved  one  way  or  the  other  from  the 
line  of  investigation.  It  could  not  be  shown  that  the 
"  bulling  "  corresponded  most  with  low-price  levels  and 
"bearing  "  with  high-price  levels.  Inference  from  the  facts 
examined,  it  was  suggested,  was  probably  rendered 
impossible  because  they  were  the  intermixed  effects  of 
many  causes.  But  as  regards  the  bridging  of  the  price 
level  of  the  two  contiguous  crop  years,  it  was  argued  that 
on  the  whole  "futures"  were  having  steadying  effects. 
They  probably  tend  to  cause  smooth  transitions  of  price. 

The  practical  conclusion  of  the  paper  was  that  nothing 
certain  can  be  proved  as  to  the  effect  of  "futures  "  in  price 
steadiness,  though  there  was  some  evidence  to  show  that 
prices  had  been  getting  unsteadier  in  the  last  seventeen 
years.  The  disturbing  elements  were  the  gambling 
public,  and  the  tampering  with  the  market  (1.^.,  buying  to 
raise  price  and  selling  to  lower,  instead  of  buying  because 
prices  are  low  and  selling  because^  '^®>L  ^*|  ^^?^-  **- 
powerful  interests.        Digitized  by ' 
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IRepiews. 


Elementary  Law  for  the  Qeneral  Public. 


By  A.  D.  Tysskn,  M.A.,  D.C.L.,  Barrister-at-Law. 


London,    1898:    Wm.    Clowes    &    Sons,    Lim.,    27    Fleet 
Street,  E.G.    Price  2s.  6d. 

This  volume,  which  is  described  as  a  popular  handbook 
on  money  matters  and  property,  deals  with  a  variety  of 
subjects  which,  if  for  the  most  part  not  specifically 
required  by  the  Institute's  examiners,  are  at  least  worth 
studying  not  merely  on  account  of  their  intrinsic  import- 
ance, but  also  because  a  correct  understanding,  at  all 
events  of  the  fundamentals  of  the  various  problems 
involved,  will  be  found  to  effect  a  very  material  saving  of 
the  candidate's  time  at  a  later  stage.  The  work  consists 
of  twenty-two  chapters,  dealing  with  such  subjects  as 
money,  sales  of  goods,  accounts,  shares  in  companies, 
equitable  interests,  copyhold  and  freehold  land  and 
interests,  sales  of  land,  mortgages,  real  and  personal 
estate,  personalty,  settlements,  wills,  and  the  hke — all  of 
which  are  dealt  with  in  language  sufficiently  non-technical 
to  be  readily  understood  by  the  average  layman,  while  at 
the  same  time  sufficiently  precise  to  avoid  the  formation  of 
incorrect  ideas. 


Handbook  of  Executorship  Law,  with  the  Mode  of 
Keeping:  Executorship  Accounts. 


By  Ranking,  Spicer,  and  Pegler. 


London,    1906:    H.    Foulks     Lynch  &  Co.,  9  Fenchurch 
Street,  E.G.    Price  12s.  6d.  net. 

This  is  virtually  a  new  edition  of  Ranking  and  Wiseman's 
"Executorship  Law  and  Accounts,"  with  which  doubtless 
many  of  our  readers  are  familiar,  but  owing  to  changes  in 
the  personnel  of  those  responsible  for  the  Accounts  Sec- 
tion it  has  been  issued  under  a  new  title.  There  are,  of 
course,  also  numerous  alterations  and  several  important 
improvements,  which  combine  to  justify  the  course 
adopted.  The  volume  is  what  it  professes  to  be,  a  coach's 
handbook,  and  judged  from  this  standpoint  it  would  be 
extremely  difficult  to  find  fault  with  it  in  any  particular. 
It  must  be  admitted,  however,  that  the  standpoint  is  not 
a  very  exalted  one,  and  that  something  more  extensive,  and 
therefore  of  greater  permanent  value,  might  well  have  been 
looked  for  in  view  of  the  comparatively  high  price  charged. 
The  size  of  the  work — %%  by  11  inches — is,  moreover, 
ioconvenient  from  'the  students'  point  of  view,  and 
appears  unnecessary,  in  that  all  the  forms  employed  might 
quite  easily  have  been  compressed  into  a  smaller  page. 


View  IRuIes. 


Under  Companies  Acts  (Winding-up). 

1.  The  following  rule  shall  be  read  as  one  of  the  Com- 
panies (Winding-up)  Rules,  1903,  and  shall  be  cited  in  the 
body  of  those  rules  as  Rule  27A :  — 

If  the  petitioner,  or  his  solicitor,  does  not  within  the 
time  prescribed  by  Rule  27  of  the  Companies 
(Winding-up)  Rules,  1903,  or  within  such  extended 
time  as  the  Registrar  may  allow,  duly  advertise  the 
petition  in  the  manner  prescribed  by  the  said  rule, 
the  appointment  of  the  time  and  place  at  which  the 
petition  is  to  be  heard  shall  be  cancelled  by  the  Regis- 
trar, and  the  petition  shall  be  removed  from  the  file  in 
the  Companies  (Winding-up)  Office,  unless  the  Judge 
or  the  Registrar  shall  otherwise  direct. 

2.  The  following  words  shall  be  added  to  Rule  170  (2)  of 
the  Companies  (Winding-up)  Rules,   1903:  — 

Provided  that  the  Official  Receiver,  when  acting  as 
liquidator,  may,  without  taxation,  pay  and  allow  the 
costs  and  charges  of  any  other  person  other  than  a 
solicitor,  employed  by  him,  where  such  costs  and 
charges  are  within  the  scale  usually  allowed  by  the 
Court  and  do  not  exceed  the  sum  of  £2 :  provided 
always  that  the  Board  of  Trade  may  require  such  costs 
or  charges  to  be  taxed  by  the  taxing  officer. 

3.  These  rules  shall  come  into  operation  on  the  i8th  day 
of  April  1906. 

(Signed)    LOREBURN,  C. 
I  concur, 

(Signed)    D.  Lloyd-George, 

President  of  the  Board  of  Trade. 
13th  March  1906. 


f aflntee  an^  Bills  ot  Sale  in  £n0Ian^ 
an^  Males* 

According  to  Kemp's  Mercantile  Gazette,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  April  20th,  was  107,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  London  Gagette, 
40;  Deeds  of  Arrangement  registered,  67.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were  : 
Bankruptcies,  96;  Deeds  of  Arrangement,  82— total,  178; 
being  a  decrease  of  71.  The  total  number  of  commercial 
failures  recorded  during  the  16  weeks  of  the  present  year  is 
2,683 ;  the  total  number  recorded  in  the  corresponding  16 
weeks  of  last  year  was  3,032,  showing  a  de 
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The  number  of  Bills  of  Sale,  including  Re-registrations 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
April  20th,  was  84.  The  number  in  the  corresponding  week 
of  last  year  was  162,  showing  a  decrease  of  78.  The  total 
number  filed  during  the  16  weeks  of  the  present  year  is 
2,462  ;  the  total  number  filed  in  the  corresponding  16  weeks 
of  last  year  was  2,7821  showing  a  decrease  of  320. 


Debentures. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week 
ending  Friday,  April  20th.  amounted  to  ^442,938,  by  way 
of  addition  to  /835,59i,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ^'899, 593  showing  a  decrease  of 
^456, 655.  The  total  amount  registered  during  the  16 
weeks  of  the  present  year  was  ^'24,936. 552  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  /25,948.oi5  for  the  corresponding  16  weeks 
in  1905,  showing  a  decrease  of  /i, 011,463. 


The  Profession  in  Scotland. 


Obitaary. 


The  death  took  place  suddenly  at  London,  on  the  12th 
March,  of  Mr.  A.  J.  H.  Robertson,  C.A.  Mr.  Robertson 
became  a  member  of  the  Edinburgh  Society  of  Accountants 
in  1884. 

The  death  took  place  of  Mr.  R.  M.  Muirhead,  C.A., 
53  George  Street,  Edinburgh,  on  the  17th  inst.,  under 
peculiarly  painful  circumstances.  On  the  forenoon  of  the 
day  mentioned  his  body  was  found  in  his  office  at 
53  George  Street,  under  circumstances  which  pointed 
to  suicide.  He  was  last  seen  alive  about  5  o'clock  on 
the  previous  evening,  when  a  clerk  left  him  in  the  office. 
Mr.  Muirhead,  who  was  only  forty-two  years  of  age, 
became  a  member  of  the  Edinburgh  Society  of  Accountants 
in  1884,  and  was  well-known  in  business  and  professional 
circles.  He  had  been  in  poor  health  for  some  time  past, 
and  suffered  from  depression  of  spirits. 


Thb  late  Mr.  Henry  Douglas  Eshelby,  Chartered  Accountant, 
Birkenhead  (a  director  of  the  Southport  and  Cheshire  Lines 
Eztension  Railway  Company),  has  left  estate  entered  at 
;fi36.7". 
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Extract  from  AndUing,  by  Lawksmck  R.  Dicksbb,  P.CA. 
{Page  190) 
Lictnstd  Homts  present  tome  rather  special  features.  The  goodwill 
iitinhing  to  the  license  gives  the  lease  or  freehold  of  licensed  premises 
s  market  value  greatly  in  excess  of  their  real  value  as  buildings.  To 
be  i^roperly  considered,  the  value  of  the  premises  and  the  license  must 
be  separated.  The  former  should  be  depreciated  in  the  usual  way, 
leaving  the  license  alone  to  be  considered.  A  license  on  freehold  pre- 
mises does  not  depreciate,  but  a  license  on  leasehold  premises  passes 
sway  with  the  premises  and  must  therefinre  be  depreciated  like  a  lease. 
A  Hoeose  may  at  any  time  be  lost— either  for  misconduct  or  for  no  rea- 
soor-tat  this  is  a  contingency  outside  the  scope  of  depreciation.  It 
mj,  Iwweves,  be  provided  against  by  Insurance,  which  would  appeoc 
fobe  a  most  pradent  ooorse  to  adopt. 

For  foil  partioolars  as  to  UOBHBES  nSUBlVOB  apply  to* 

nia  LICENSES  INSUBANCE  CORPOBATIOH 
AND  aUABlNTEE  FUND,  Limited^ 

24  liOORQATE  STREET,  LONDOS, 


XzelojdY*  BasineM 


-    Licexuted  Property. 


licMues  Insured  and  Loans  and  Debentures  on 
Licensed  Property  of  every  description  guaranteed. 


The  Capltaiiaed  Value  of  the  Qoodwlll  of  a  Licensed  Business 
is  the  value  of  the  license,  and  may  be  estimated  upon  a  mete 
Mberal  basis  if  the  license  is  insured. 
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Telephone  No.  7331  Cenpkal.     34  MoaRCATE  Spreep,  London,  E.G. 


TtaK  Accountant  is  printed  and  published  in  time  for 
Friday  Evening's  Mail. 


TERMS  OF  SUBSCRIPTION  {payable  in  advance). 


Per  annum,  post  free  {United  Kingdom) 

M  „         (Foreign     and     Colonial) 

RATES    FOR   ADVERTISEMENTS. 

Prospectuses  and  Company  Notices,  per  page  ... 

Half-page  Advertisement      

Quarter-page  Advertisement  

Trade  Notices,  per  inch       

Auction  Sales,  Sec,  per  line 

Partnerships,  Situations  vacant- 
Minimum  charge  for  32  words         

Per  line  afterwards         


£1 

I 

£5 
3 

I 
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SALES  OF  WORKS   BY   PRIVATE  TREATY. 

PARTNERSHIPS    IN    ENOINEERINO    PROFESSION     ARRANOEt 
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OMd   ALBERT    SQUARE,    MANCHESTER. 
Tblbphonb  5,077  Bank.      Telkgrams— "  INDICES,  LONDON 


Bstd.  1831. 


GUARDIAN 

ASSURANCE    COMPANY,    Limited. 


FIRE,     LIFE,     ACCIDENT, 

AND    BURGLARY    INSURANCE 


Total  Funds  over  £5,000,000. 

Head  Office:— 11  LOMBARD  STREET,    LONDON. 
Law   Courts    Branch  :— 21    FLEET    STREET. 


XeaMttd  Htticlea. 


The  Annual  Meeting  of  the  Institute. 


'pHE  Twenty-fifth  Annual  Meeting  of  the 
Institute  of  Chartered  Accountants  in 
England  and  Wales  was  held  on  the  2nd  inst., 
and  a  full  report  will  be  found  elsewhere  in 
our  columns. 

According  to  the  Council's  Report  the  mem- 
bership of  the  Institute  shows  a  satisfactory 
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net  increase  of  i6i  during  the  year  1905,  while 
there  has  during  the  same  period  been  an 
increase  of  60  in  the  articles  of  clerkship 
registered.  There  is  no  doubt  always  some 
proportion  of  these  articles  which,  for  one 
reason  or  another,  do  not  ultimately  mature 
into  applications  for  admission  to  the  Institute, 
but  as  the  number  registered  in  1905  was  318, 
and  the  total  number  of  applications  for 
admission  was  only  245,  it  will  be  seen  that  for 
the  next  five  years  at  least  the  steady  growth  of 
the  membership  of  the  Institute  is  practically 
assured.  A  distinctly  unsatisfactory  feature, 
however,  is  the  decline  in  the  number  of 
Fellows  from  843  to  829.  There  can  be 
little  doubt  that  at  least  one-third  of  the  1,500 
Associates  in  practice  are  eligible  for  Fellowship, 
and  it  is,  we  think,  greatly  to  be  regretted  that 
these  should  not  take  up  their  proper  position 
in  the  profession  and  contribute  what  may 
fairly  be  regarded  as  their  proper  share  towards 
the  cost  of  the  upkeep  of  the  Institute.  It  is, 
we  think,  well  worthy  of  serious  consideration 
whether  it  would  not  be  desirable  to  appoint  a 
small  Committee  to  inquire  as  to  the  cause  of 
this  laxity  on  the  part  of  so  considerable  a 
number  of  members,  with  a  view  to  ascertaining 
whether  any  change  of  policy  on  the  part  of  the 
Council  might  be  reasonably  expected  to  bring 
about  an  altered  condition  of  affairs.  In 
view  of  the  fact  that  the  difference  between 
Associates  and  Fellows  is  represented  by  an 
increased  fee  of  ten  guineas,  and  a  subscription 
of  two  or  three  guineas  per  annum,  the  question 
is  one  by  no  means  devoid  of  financial  import- 
ance, as  an  additional  income  of  even  one 
thousand  pounds  per  annum  would  enable  the 
Institute  to  materially  improve  its  utility  to 
members  in  outlying  districts. 
The  examination  results  embodied  in  Para- 


graphs 5  to  8  call  for  no  very  special  comment 
at  the  present  time,  save  that  the  number  of 
certificates  of  exemption  from  the  Preliminary 
Examination  shows,  we  think,  a  step  in  the 
right  direction,  inasmuch  as  the  objects  which 
led  to  the  institution  of  a  Preliminary  Examin- 
ation   are    undoubtedly  most    fully   achieved 
where  the  education  of  the  candidate  has  been 
such   as   to   entitle  him   to   exemption.     The 
statistics  as  to  what  is  called  the  Special  Final 
Examination,   which   appear    in   this    Report 
for  the  first  time,  relate,  of  course,  to  the  new 
Bye-law  for  the  admission  of  non-articled  can- 
didates.    From   these  we  gather  that  during 
the  past  year  five  such   candidates   satisfied 
the    examiners,   but   whether   all   have  since 
been     admitted     members     is     not     stated. 
It    is    notified    that     the    "Robert    Fletcher 
Prize,"  which  was  not  awarded,  will  be  again 
competed  for  at  the  Intermediate  Examination 
to  be  held  this  month.     That  it  should  not 
have   been   awarded   last   November  suggests 
that  a  somewhat  high  standard  has  been  set 
up,  which,  of  course,  enhances  the  value  of  the 
prize  itself. 

Dealing  with  legislation,  it  is  of  interest  to 
note  that  the  Chartered  Societies'  Protection 
Bill  has  been  re-introduced  this  session,  but 
the  chance  of  any  private  Bill  becoming 
law  seems  remote.  The  Public  Trustee  and 
Executor  Bill  referred  to  in  the  CounciFs 
report  has  already  been  dropped,  which  is 
especially  satisfactory  in  view  of  the  eminently 
undesirable  features  that  it  contained.  There 
seems  some  reason  to  believe  that  the  Pre- 
vention of  Corruption  Bill  may  become  law 
during  the  present  session.  The  chances  of 
the  Limited  Partnership  Bill  are,  we  think, 
considerably  smaller;  but,^^p>.pointed  out 
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in  a  recent  issue,  the  matter  is  really  not 
material  unless  and  until  some  drastic  altera- 
tion is  made  with  regard  to  the  law  for 
registering  all  private  companies. 

On  the  subject  of  the  Transvaal  Accoun- 
tants' Ordinance  of  1904  it  is,  of  course, 
absolutely  necessarj^  that  the  existing  rights 
of  members  should  be  maintained,  and 
that  the  interests  of  members  residing 
abroad  should  be  as  far  as  possible  safe- 
guarded ;  but  care  should  be  taken  not  to 
unduly  interfere  with  the  accountancy 
profession  in  the  various  British  dependencies 
dealing  with  their  own  problems  in  their  own 
way.  But  obviously  nothing  must  be  done 
which  would  preclude  an  English  Chartered 
Accountant  from  proceeding  to  some  colony  or 
dependency  for  the  purpose  of  carrying  out  an 
English  client's  instructions. 

We  hope  that  our  readers  abroad  will  note 
the  statement  in  Paragraph  17  as  to  the  diffi- 
culty which  the  Council  experiences  in  keeping 
in  touch  with  legislation  promoted  in  the 
distant  parts  of  the  Empire,  and  will  accord- 
ingly at  once  advise  the  Institute  of  any 
such  measures  as  may  come  within  their 
knowledge. 

On  the  subject  of  Departmental  inquiries 
with  a  view  to  future  legislation,  the  Report 
reminds  us  that  Mr.  J.  Gane,  F.C.A.,  repre- 
sents the  Institute  on  the  Committee  to 
inquire  and  report  with  regard  to  the  Accounts 
of  Local  Authorities ;  Mr.  W.  B.  Peat,  F.C.A., 
as  to  the  Laws  relating  to  the  Administra- 
tion of  Insolvent  Estates ;  and  Mr.  Edwin 
Waterhouse,  M.A.,  F.C.A.,  as  to  the  Com- 
panies Acts.  This  last-named  Committee  has 
now  been    sitting    some  little   time,   and   its 


report  may  therefore  doubtless  be  looked  for 
at  an  early  date. 

The  accounts  for  the  past  year  show  an 
increase  in  income  of  ;fii2,  and  a  reduction  in 
ordinary  expenditure  of  £87,  in  spite  of  the 
item  of  £206,  allowances  to  Provincial 
Students*  Societies,  which  appears  for  the  first 
time.  Extraordinary  expenditure  is  repre- 
sented by  ;f43  15s.,  described  as  share  of 
expenses  incurred  by  the  Chartered  Bodies' 
Joint  Committee,  as  against  £158  7s.  7d.  in 
1904.  The  net  result  is  an  excess  of  income 
over  expenditure  of  £3,178,  as  compared  with 
3^2,863  in  the  previous  year. 

As  a  result  of  the  strenuous  appeal  made 
at  the  meeting  on  behalf  of  the  Chartered 
Accountants'  Benevolent  Association,  we 
understand  that  four  or  five  members  of  the 
Council  who  were  already  Vice-Presidents 
or  Life-Governors  of  the  Association  have 
announced  their  intention  to  pay  an  annual 
subscription  of  three  guineas  in  addition. 

We  shall  deal  with  the  various  other  matters 
arising  out  of  the  meeting  in  our  next  issue. 


Local  Authorities  and  Unauthorised  Loans. 


T^HE  decision  of  Mr.  Justice  Farwell  in 

^      the  case  of  The  Attorney-General  v.   De 

Winton,  which  appeared  in  our  Law  Reports 

last  week,  is  one  of  considerable  importance  to 

I  all  who  are  in  any  way  concerned  in  municipal 

I  accounts  and  finance.    It  is  unnecessary  for  us 

I  to  recapitulate  the  terms  of    his   Lordship's 

I  judgment,  nor  do  we  propose  to  take  advantage 

of  the  opportunity  to  moralise  upon  what  may 

be   regarded  as  the  political   aspect   of    the 


question,  although  we  might  well  be  tempted 
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to  do  so  by  the  attitude  of  a  contemporary 
which  asserts  that  our  statement  that  the 
published  accounts  of  local  authorities  do  not 
always  disclose  the  true  position  of  affairs  is 
one  that  has  been  often  made  but  never  proved. 
The  points,  however,  upon  which  we  propose 
to  concentrate  attention  in  the  present  article 
are  the  practical  reasons  for  discouraging 
municipal  overdrafts  and  the  effect  of  the 
auditors'  certificate. 

With  regard  to  the  first  of  these  questions, 
it  is  a  condition  of  loans  being  authorised 
by  the  Local  Government  Board  that  they 
shall  be  for  a  term  of  years  determined 
(albeit  quite  roughly)  by  the  purpose  to 
which  it  is  proposed  to  apply  the  moneys 
about  to  be  raised,  and  that,  by  means 
of  a  Sinking  Fund,  provision  shall  be  made 
during  each  of  the  various  years  covered  by 
that  period  f'^r  the  redemption  out  of  revenue 
of  the  loan  by  the  date  that  it  becomes  pay- 
able. If  the  moneys  are  to  be  applied  to  the 
construction  of  something  necessarily  occupy- 
ing time,  the  provision  of  the  Sinking  Fund 
instalments  is  generally  allowed  to  be  post- 
poned for  twelve  months ;  but  then,  of  course, 
the  annual  instalment  in  each  successive  year 
has  to  be  increased  pro  rata,  to  compensate  for 
the  fact  that  there  will  be  one  instalment  the 
less  set  aside.  This  practice  of  charging 
Sinking  Fund  instalments  against  current 
revenue  is,  as  we  have  stated,  a  distinct  con- 
dition upon  which  the  loan  was  authorised  in 
the  first  instance ;  and  it  also  constitutes  a  dis- 
tinct representation  to  investors  in  municipal 
stock,  in  that  the  security  for  their  investment 
is  improved  by  this  provision  for  eventual 
redemption.  In  consequence  loans  can  be 
obtained  upon  much  more  satisfactory  terms 
than  would  be  possible  were  the  indebtedness 


a  permanent  one,  or  were  its  redemption 
optional  upon  the  part  of  the  municipality. 
It  will  thus  be  seen  that  any  failure  on  the  part 
of  the  local  authority  to  charge  current  revenue 
with  the  statutory  Sinking  Fund  instalment 
would  be  a  breach  of  faith,  and  would  also 
directly  cause  the  accounts  to  misrepresent 
the  true  position  of  affairs,  in  that  the  Sinking 
Fund  instalment  is  chargeable  whether,  in 
point  of  fact,  it  has  been  charged  or  not. 

Of  course,  when  a  loan  has  been  regularly 
issued,  the  due  provision  for  Sinking  Fund 
could  not  be  inadvertently  overlooked;  but 
no  doubt,  in  cases  where  the  issue  of  a 
loan  has  been  postponed  until  a  more 
favourable  opportunity,  and  the  necessary 
moneys  have  in  the  meantime  been  borrowed 
by  means  of  a  bank  overdraft,  the  necessity  for 
still  providing  the  proper  Sinking  Fund  instal- 
ments may  sometimes  be  quite  inadvertently 
overlooked.  Be  that  as  it  may,  the  principle 
of  financing  by  overdrafts,  save  within  very 
narrow  limits,  undoubtedly  is  clearly  undesir- 
able, in  that  at  the  best  it  requires  the  loan, 
when  eventually  issued,  to  be  issued  for  a 
shorter  period  than  that  sanctioned  by  the 
Local  Government  Board.  The  Sinking 
Fund  instalments  will — or  at  least  should — in 
such  cases  not  be  determined  by  the  actual 
period  for  which  the  loan  was  eventually 
issued.  Therefore  the  checking  of  the  ac- 
counts will  be  made  proportionately  difficult, 
and  the  risk  of  errors,  both  intentional  and 
otherwise,  will  be  materially  increased.  For 
these  reasons  the  practice  is  very  properly 
deprecated  by  the  Local  Government  Board, 
even  in  cases  where  proper  provision  for  the 
Sinking  Fund  instalments  is  made  from  the 
outset.  In  cases  where  this  mode  of  finance 
has  been  employed  witjlpi^i^^ye^^  avoiding  the 
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proper  charge  of  Sinking  Fund  instalments 
against  Revenue,  the  Department  has  very 
naturally  taken  a  somewhat  serious  view  of 
the  matter. 

If,  however,  the  system  of  finance  by  over- 
draft is  undesirable  where  a  loan  has  been  duly 
sanctioned,  a  fortiori  is  it  undesirable,  and  even 
improper,  in  cases  where  no  such  sanction  has 
been  obtained.  If  local  authorities  were  to  be 
allowed  to  decide  for  themselves  whether  and 
when  they  would  apply  for  leave  to  borrow, 
there  would,  at  all  events  in  the  meantime,  be 
absolutely  no  guarantee  that  moneys  borrowed 
for  one  purpose  were  not  used  for  another,  and 
that  moneys  were  not  actually  borrowed  for  the 
same  purpose  two  or  three  times  over ;  while, 
of  course,  the  further  objection  that  in  the 
meantime  no  provision  need  be  made  for  the 
eventual  redemption  of  debt  would  still  obtain. 
For  these  reasons  it  is  satisfactory  to  note  that 
Mr.  Justice  Farwell  has  seen  his  way  to  put 
a  stop  to  such  irregularities  in  the  only  way 
that  can  be  practically  effective — namely,  by 
holding  the  treasurer  personally  responsible. 
In  this  particular  instance,  as  in  many  others, 
the  treasurer  was  the  manager  of  a  local  bank 
having  the  account  of  thfe  Corporation,  and 
there  can  be  little  doubt  that  one  of  the  results 
of  this  judgment  will  be  peremptory  instruc- 
tions issued  from  headquarters  to  all  bank 
managers  to  look  very  carefully  into  the  matter 
of  municipal  overdrafts,  and  to  see  that  they 
are  in  order.  This  stopping  of  the  supply  of 
unauthorised  indebtedness  will  for  obvious 
reasons  be  far  more  satisfactory  than  any  steps 
that  could  be  taken  to  eventually  put  right 
such  irregularities  as  might  from  time  to  time 
be  discovered. 

Another  distinctly  satisfactory  feature  of  the 
case  now  before  us  is  his  Lordship's  finding 


that  the  mere  fact  that  the  accounts  had  been 
certified  by  the  auditors  prescribed  by  statute 
did  not  estop  interested  parties  from  reopening 
those  accounts  with  a  view  to  correcting 
irregularities  brought  to  light.  Without 
expressing  any  opinion  upon  the  question  as 
to  whether  the  auditors  of  the  Tenby  Corpora- 
tion fulfilled  their  duties  in  an  entirely  satis- 
factory manner  to  all  concerned,  we  may  point 
out  that  there  must  in  the  nature  of  things 
frequently  be  cases  in  which  irregularities  that 
have  taken  place  will  not  be  brought  to  light 
as  a  result  of  the  form  of  audit  prescribed  by 
statute.  If,  however,  it  were  to  be  held  that 
the  conclusion  of  the  audit  was  to  operate  as  a 
bar  against  all  subsequent  inquiry  into  the 
transactions  that  had  taken  place,  it  would  no 
doubt  be  a  somewhat  open  question  whether 
the  institution  of  any  form  of  audit  that  could 
be  devised  by  statute  was  not  upon  the  whole 
more  dangerous  than  advantageous.  Without 
going  into  the  subtleties  of  the  legal  aspect  of 
the  matter,  it  is  clear  that  where  an  agent  is 
guilty  of  misconduct  it  would  be  in  the  highest 
degree  ridiculous  if  he  could  plead  as  a  perfect 
defence  against  all  possible  charges  that 
another  agent  of  the  same  principal  who  had 
been  appointed  to  audit  his  accounts  had  been 
negligent,  and  that  for  that  reason  the  matter 
could  proceed  no  further.  No  one  but  a 
lawyer  would  give  two  thoughts  to  so  fatuous 
an  argument ;  but,  for  all  that,  it  is  distinctly 
reassuring  to  learn  that,  viewed  from  the  purely 
legal  standpoint,  it  is  untenable. 


Meebli?  Vlotee* 


Bankraptey       ^^  ^^  natural,  the  announcement  that 

Law  Rftform.      a  Departmental  Committee  has  been 

appointed  to  consider  the  desirability  of  amending  the 

existing  law  with  regard  to    the    administration    of 
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insolvent  estates  is  proving  productive  of  all  sorts  of 
suggestions—good,  bad,  and  indifferent — in  the  columns 
of  our  contemporaries.  So  far  the  Law  Journal  appears 
to  have  established  a  good  lead  in  the  direction  of 
something  really  desirable,  and  at  the  same  time 
practicable.  It  points  out  that  a  study  of  the 
insolvency  law  of  France  and  Germany  would  doubtless 
prove  of  value,  and  instances  the  fact  that  a  failure  to 
pay  his  debts  incapacitates  a  French  debtor  from 
acting  even  as  an  agent  or  broker   until   he    may 


for  the  Chancery  Judges  to  do,  and  the  probability, 
therefore,  that  they  will  have  to  fall  back  upon  filling 
up  their  time  with  King's  Bench  non-jury  cases.  It 
will  be  readily  understood,  however,  that  th3  lawyer's 
ideal  upon  these  points  is  never  likely  to  be  identical 
witii  that  of  the  business  man.  From  the  point  of 
view  of  the  latter,  and  no  doubt  from  that  of  all 
disinterested  persons,  it  must  be  obvious  that  there 
should  be  no  such  thing  as  the  law's  delay.  The 
Judges  should  be  waiting  for  suitors  rather  than  suitors 


rehabilitate  himself  by  paying  his  creditors  in  full.  '  waiting  the  convenience  of  the  Court.  If  this  desirable 
Without  perhaps  going  to  this  extreme  it  seems  most  condition  of  affairs  could  ever  be  obtained  there 
desirable  that  serious  consideration  should  be  given  to  can  be  little  question  that  the  volume  of  litigation 
the  question  of  the  classes  of  occupations  which  are  at  would  be  very  greatly  reduced,  and  the  amount  of 
present  open  in  this  country  to  undischarged  bankrupts  money  lost  annually  in  litigation  and  its  attendant 
without  any  let  or  hindrance,  and  it  may  be  pointed     costs  would  also  be  very  materially  less. 

out  that  there  can  be  no  possible  justification  for  an  

insolvency  law  which  presses  more  hardly  upon  un-  unclaimed        A   contemporary  states  it  as  a  sur- 

discharged  bankrupts  following  one  particular  class  of  DiYldwidi.        prising  fact  that  a  large  number  of 

occupation  than  upon  those  following  another.  So  '  mining  dividends,  extending  over  several  years  past, 
long,  however,  as  so-called  closed  estates  are  to  be  are  still  unclaimed  although  the  companies  frequently 
handed  over  to  Official  Receivers,  it  is  in  the  nature  publish  in  their  reports  long  lists  of  names  of  claimants 
of  things  hopeless  to  expect  that  there  will  be  any  and  the  amounts  due  to  them.  It  occurs  to  us  that  the 
effective  supervision  of  the  conduct,  occupation,  or  explanation  is  that  in  the  majority  of  such  cases  the 
means  of  undischarged  bankrupts.  '  registered  holder  has  no  interest  in  the  shares,  having 

'  sold  them  long  since,  although  they  may  perhaps  have 

The  Law's        Although  there  has  been   a  material     been  carried  forward  on  the  Stock  Exchange  almost 
l>«l»y».  reduction  in  the  list  of  arrears  in  the     indefinitely    owing  to  the  prevalence   of  speculative 

Chancery  Cause  Lists— the  total  at  the  opening  of  the  bargains  in  mining  shares  even  in  such  times  as  the 
present  sittings  being  only  171,  as  against  238  a  year  I  present.  In  view  of  the  fact  that  the  bond  fide  investor 
ago— in  every  other  Division  that  interests  accountants  in  mining  shares  would  almost  invariably  hold  a  share 
the  state  of  business  is  such  as  to  more  than  warrant  a  certificate,  it  is  inconceivable  that  in  any  material 
retention  of  the  heading  with  which  we  are  accustomed  ,  number  of  cases  the  possibility  that  there  are  unclaimed 
to  indicate  the  position  of  affairs  at  the  opening  of  a  dividends,  and  therefore  a  fortiori  that  the  shares  are 
new  legal  term.  No  fewer  than  324  appeals  now  await  presumably  of  value,  would  be  overiooked  by  the  legal 
decision,  as  against  215  a  year  since  ;  and,  although  in  '  personal  representatives  of  deceased  shareholders, 
the  King's  Bench  Division  the  number  of  cases  has  ,' 

been    reduced   from   803   to  774,  this  is    more   than  j  Specific  The  Atlas  Assurance  Co.,  Lim.,  which 

compensated  by  the  King's  Bench  appeals,  which  stand  '  ReeerYei,  held  its  annual  general  meeting  last 
at  155  as  against  62  a  twelvemonth  since.  At  the  time  '  month,  is  one  of  those  few  insurance  companies  which, 
of  writing  the  House  of  Lords'  List  has  not  been  instead  of  providing  a  large  general  Reserve  disclosed 
published,  but  there  seems  no  ground  for  supposing  upon  the  face  of  the  Balance  Sheet  in  addition  to 
that  it  will  indicate  any  improvement  on  the  question  undisclosed  Reserves,  provides  also  specific  Reserves 
of  arrears.  It  will  thus  be  seen  that  it  is  in  the  to  meet  each  separate  kind  of  contingency  likely  to 
Chancery  Division  alone — that  in  which  some  years  arise.  The  point  is  the  more  noteworthy  in  that  it 
since  the  reproach  on  the  question  of  the  law's  delays  represents  a  policy  which  was  only  inaugurated  some 
was  greatest — that  anything  approaching  a  really  twelve  months  since,  when  the  then  existing  Fire 
satisfactory  condition  of  affairs  can  be  said  to  obtain.  '  Insurance  Fund  was  separated  into  a  Reserve  of 
Some  of  our  legal  contemporaries  profess  to  entertain  ;f 345, 204  on  account  of  unexpired  risks,  and  a  Fire 
concern  at  the  prospect  of  there  being  insufficient  work     Reserve  Fund  of  ;f  320,382,  which  amounts  have  since 
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been  increased  by  ;f 48,2 19  and  ;f  106,591  respectively. 
There  is  also  a  General  Reserve  Fund  of  ;f  57,168. 

It  is  entirely  characteristic  of  American 
oan.  jjjgjjjQ^g  q£  business  that  on  the  ist 
inst.  there  should  have  been  opened  in  New  York  a 
bank  for  the  distinctive  purpose  of  carrying  on  business 
continuously.  This  bank  is  to  be  known  by  the  title  of 
The  Night  and  Day  Bank,  and  for  some  purposes  it 
might  doubtless  be  found  of  real  convenience  provided 
only  it  possessed  a  sufficient  number  of  branches  to 
fairly  cover  the  ground.  If,  however,  as  we  understand 
is  the  case,  the  sole  object  of  its  existence  is  to  enable 
capitalists  to  obtain  forthwith  such  moneys  as  they  may 
require  to  pay  down  deposits  lo  secure  the  benefit  of 
deals  effected  after  dinner,  it  may  well  be  questioned 
whether  the  movement  does  not  constitute  a  further 
step  in  the  direction  of  protecting  huge  monopolies  and 
trampling  upon  the  individual.  It  must  be  clear  that  a 
bank  which  is  open  twenty-four  hours  of  the  day, 
instead  of  seven  or  eight,  can  only  be  run  at  a  figure 
considerably  in  excess  of  the  ordinary  cost;  and,  to 
compensate  for  this,  large  profits  must  be  expected, 
which,  it  seems  to  us,  can  hardly  be  looked  for  by  what 
old-fashioned  financiers  would  regard  as  legitimate 
means. 


The  EqultabU     '^^®  ^***^^^  annual  general  meeting  of 
Life  AMurance     the  Equitable  Life  Assurance  Society 
Society.  y^^s  held  on  the  3rd  inst.,  when  the 

report  and  accounts  of  the  directors  to  the  31st. 
December  1905  were  submitted  and  approved.  During 
the  year  290  new  policies  were  issued,  assuring  ^"256,960, 
and  producing  a  net  premium  income  (including  single 
premiums)  of  ;f  19,855.  The  total  net  premium  income 
for  the  year  was  ;Ci90,947,  while  claims  amounted  to 
jf 366,526,  showing  that  at  all  events  during  the  year 
under  review  the  operations  of  the  Society  are  not 
expanding.  The  stability  of  the  Society,  and  the 
excellent  profits  earned  by  it  in  the  past  are,  however, 
sufficiently  shown  by  the  summary  of  claims  paid 
during  the  year  which  is  appended  to  the  report,  which 
shows  that  in  one  case  ;f 2,047  was  paid  upon  the 
maturing  of  a  policy  for  ;f40o,  and  that  in  five  other 
cases  ;f  35i998  ^as  paid  in  discharge  of  policies  of  the 
face  value  of  ;f 8,500.  The  average  age  of  the  114 
policies  which  matured  was  69  years,  and  they  had 
upon  an  average  been  in  force  for  36J  years,  by  which 
tinie  each  ;^ioo  assured  had  upon  an  average  been 
increased  by  bonuses  to  ;£'239.    It  is  of  interest  to  note 


that  in  spite  of  its  age  the  Equitable  is  by  no  means 
old-fashioned  upon  the  subject  of  audit,  one  of  its 
auditors  being  a  Chartered  Accountant,  and  indeed  no 
less  a  person  that  Mr.  Frederick  Whinney,  F.C.A. 


Lady  Lawyers. 


The  Queensland  Legislature  has  re- 
cently passed  an  Act,  which  has 
received  the  Royal  assent,  enabling  women  to  prac- 
tise in  that  Colony  as  barristers,  solicitors,  or  con- 
veyancers. The  matter  is  not  merely  of  local  interest, 
in  that  members  of  the  Colonial  Bar  have  the  right  to 
appear  as  advocates  before  the  Judicial  Committee  of 
the  Privy  Council  on  appeals  from  their  respective 
Colonies,  and  there  will  thus  henceforward  be  nothing 
to  prevent  lady  barristers  from  appearing  on  any 
appeal  that  comes  to  the  Privy  Council  from  Queens- 
land. It  must  be  conceded  that  there  is  something 
inconsistent  in  a  law  which  allows  women  to  appear  as 
advocates  before  a  tribunal  which  stands  practically 
upon  an  equality  with  the  House  of  Lords,  while 
refusing  to  allow  them  to  appear  in  the  most  trivial 
cases  arising  in  this  country. 


The  CommftFcial 


The  forty-fourth  annual  report  and 
UDloiT^rssarance  accounts  of  the  directors  of  the  Com- 

Company,  Lim.  mercial  Union  Assurance  Company, 
Lim.,  have  now  been  issued,  and  will  be  submitted  to 
the  company  at  the  general  meeting  to  be  held  on  the 
9th  inst.  In  the  Fire  Department  the  net  premiums 
for  1905  amounted  to  £2,074,789,  being  an  increase  of 
;f  107,077  as  compared  with  the  previous  year,  while 
the  losses  paid  and  outstanding  amounted  to  45*2 
per  cent,  thereon.  ;fi65,ooo  has  been  credited  to 
Profit  and  Loss  Account,  leaving  the  Fire  Fund  at 
;f2,248,679,  against  £1,98^^004  at  the  beginning  of  the 
year.  In  the  Life  Department  1,672  new  policies  were 
issued,  assuring  £1,140,251,  representing  a  premium 
income  of  £48,169.  In  addition  852  policies  for 
£593,206  were  issued  before  the  Hand-in- Hand  amal- 
gamation was  completed  on  the  30th  June,  in  respect 
of  which  new  premiums  amounting  to  £1 5*831  were 
carried  to  the  Hand-in-Hand  Fund.  Claims  by  death 
amounted  to  £152,958,  while  endowment  policies 
amounting  to  £26,642  matured.  The  Life  Insurance 
Fund  now  stands  at  £2,977,562,  being  an  increase  of 
£201,013  for  the  year.  In  the  Marine  Department  the 
net  premiums  received  amounted  to  £237,255.  £20,000 
has  been  transferred  to  Profit  and  Loss  Account,  and 
the  Marine  Fund  increased  by  ■  £43*023  to  £5941693- 

In  the  Accident  Department  the  net  premiums  were 
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;f  170,788,  and  resulted  in  a  surplus  of  ;f  30,018,  which 
has  increased  the  Accident  Fund  to  £122,229.  I^  ^^^ 
Leasehold  Redemption  and  Sinking  Fund  Department 
the  premiums  amounted  to  ;f  10,421.  The  Profit  and 
Loss  Account  shows  a  credit  balance  of  ^'201,499,  out 
of  which  it  is  proposed  to  pay  a  dividend  of  30s.  per 
share  free  of  income  tax,  in  addition  to  25s.  per  share 
paid  last  November,  and  to  provide  for  an  interim 
dividend  of  30s.  per  share  to  be  paid  on  the  9th 
November  next. 


JLmftricaii 
Banks. 


Mr.  Duncan  M.  Stewart,  general 
manager  of  the  Sovereign  Bank  of 
Canada,  recently  addressed  the  members  of  the 
Canadian  Club,  Boston,  on  the  question  of  American 
banks  as  compared  with  Canadian  institutions.  In 
the  United  States  a  national  bank  might  commence 
business  on  a  capital  as  low  as  25,000  dollars,  the 
amount  being  regulated  by  the  population  of  the  place 
of  establishment.  One-half  of  this  amount  had  to  be 
paid  up  in  cash,  a  sworn  statement  of  the  directors  to 
this  effect  being  accepted ;  thus  the  only  positive  proof 
of  bond  fide  capital  was  the  deposit  of  United  States 
Government  bonds  to  the  par  value  of  one-fourth  of 
the  bank's  paid-up  capital,  viz.,  6,250  dollars.  In 
Canada  the  minimum  capital  required  to  be  paid  up 
was  250,000  dollars,  and  this  had  to  be  deposited  in 
gold  with  the  Dominion  Government  before  a  note 
could  be  issued  or  business  of  any  kind  transacted.  In 
addition  to  this  a  list  of  bond  fide  subscriptions  for 
stock  in  the  bank  to  the  extent  of  500,000  dollars  had 
to  be  filed,  and  as  subscribers  were  liable  for  double 
the  nominal  value  of  their  holdings  the  Canadian 
public  had  a  guarantee  of  one  million  dollars — of  which 
they  knew  250,000  dollars  had  been  paid  in  gold — 
before  the  institution  opened  its  doors.  The  national 
banks  of  the  United  States  were  not  allowed  to  open 
branches,  hence  the  thousands  of  small  banks  scattered 
throughout  the  country,  each  a  head  office  and  a 
branch  in  itself;  and,  in  the  lecturer's  opinion,  this 
was  a  mistake,  for  where  a  community  was  rich  the 
bank  would  have  more  loanable  capital  than  it  could 
safely  invest,  and  the  temptation  to  embark  in  doubtful 
enterprises  was  very  great.  On  the  other  hand,  if  the 
community  was  poor,  the  available  funds  of  the  bank 
might  not  be  sufficient  to  supply  all  their  customers' 
wants.  Rates  of  interest  became  high,  but  outside 
banking  capital  was  not  attracted.  Mr.  Stewart  then 
proceeded  to  criticise  the  methods  adopted  in  the 
States  during  crop  movements,  contending  that  when 


the  small  western  and  southern  banks  withdrew  their 
balances  from  the  New  York  and  Chicago  banks,  the 
latter  should  send  their  own  promissory  notes  and  add 
to  the  volume  of  money  in  circulation,  instead  of 
sending  notes  that  were  the  equivalent  of  gold.  In 
order  to  do  this  they  had  to  call  in  money  already  in 
circulation,  and  then  up  went  the  interest  rate.  There 
was  practically  no  incentive  for  the  American  national 
banks  to  issue  notes.  A  tax  of  one-half  per  cent,  was 
charged  on  circulation,  secured  by  the  2  per  cent. 
Government  Consols,  and  i  per  cent,  on  circulatioD 
secured  by  other  classes  of  Government  bonds.  The 
deposit  of  these  bonds  to  the  full  amount  of  the  note 
issue  was,  in  his  humble  opinion,  a  hindrance.  In 
Canada  these  matters  of  cash  reserves  were  left  to  the 
prudence  of  the  bankers,  and  he  thought  this  freedom 
had  done  much  to  establish  their  banking  and  currency 
systems  on  the  sound  and  efficient  basis  on  which  they 
found  it  that  day. 


City  Ownenlitp  Chicago  citizens  have  decided  that 
in  Chicago.  existing  transit  facilities  be  acquired, 
and  that  a  bond  issue  of  75  million  dollars  be  forth- 
with promulgated.  The  question  of  immediate  opera- 
tion by  the  city  was  decided  adversely,  for  the  necessary 
60  per  cent,  rate  was  not  secured.  This  reform  is 
therefore  temporarily  delayed,  but  at  the  next  attempt 
it  will  probably  be  carried.  The  following  are  given  in 
an  American  contemporary  as  the  correct  voting 
figures : — 

Total  votes 231,171 

In  favour  of  operation 120,911 

Against  operation 110,260 

The  proposition  to  issue  $75,000,000  in  street  railway 
certificates  was  carried  by  110,008  to  106,669,  the 
question  of  public  policy  obtaining  111,862  votes  to 
108,025. 


Congreuional  '^^o  joint  resolutions  have  recently 
Rftforms.  been  passed  by  Congress  which  will,  it 
is  said,  put  a  wholesome  check  on  extravagance  in 
public  printing  in  the  United  States.  It  is  interesting  to 
learn  that  under  the  old  system  the  maximum  number 
of  copies  of  a  Government  publication  was  alwajrs 
issued  in  a  single  edition.  If  the  maximum  was  150,000 
50,000  volumes  were  allotted  to  the  Senate  and  100,000 
to  the  House  of  Representatives,  each  member  being 
"  credited  "  with  his  pro  ratd  share  and  "  expected  to 

push  it  into  circulation  p|gjtJ|^b^^@©C5®"PP^^  ^^ 
demand  was  never  considered,  and  the  general  value  of 
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a  publication  ignored.  The  wastage  was,  of  coarse, 
enormous.  An  American  contemporary  says  that 
200,642  copies  of  the  special  report  on  "  Diseases  of  the 
Horse  "  were  printed,  yet  70,094  copies  are  still  left  in 
the  House  and  Senate  folding  rooms,  representing  a 
cost,  exclusive  of  plates,  of  33,645  dollars.  Similarly 
13.300  sets  of  the  bound  volumes  of  the  "  Congressional 
Record  "  for  the  second  session  of  the  58th  Congress 
were  ordered,  but  there  are  still  on  hand  an  undigested 
surplus  of  8,795  sets,  costing  nearly  10  dollars  per  set ! 
We  are  also  told  that  the  Government  is  actually  rent- 
ing three  buildings  at  13,600  dollars  a  year  for  the 
purpose  of  storing  dead  documentary  matter !  In 
future,  all  publications  will  be  printed  in  two  or  more 
editions,  so  that  the  supply  can  be  adjusted  to  the  actual 
demand.  It  is  expected  that  this  will  effect  a  saving  of 
from  40  to  50  per  cent,  on  the  average  publication. 


Cnttent  Xaw* 


Company   Law. 
In  re  Alfred  Melsan  6*  Co.,  Lim.  Buckley,  J. 

Held  that  where  debenture-holders  are  in  fact  carry- 
ing on  the  business  of  a  company  without  any  receiver 
having  been  appointed,  a  winding-up  order  may  be 
made  on  a  creditor's  petition  even  although  the  assets 
of  the  company  do  not  appear  to  be  sufficient  to  meet 
debenture-holders'  claims  in  full. — (Times,  May  2.) 


CortesponDence  anD  Bnqutries. 


All  communicatioas  to  the  Editor  should  be 
by  letter  only. 


\We  are  ai  all  times  ready  to  insert  correspondence  on 
wtatiers  of  interest  to  the  Profession,  but  we  do  not  of  course 
Maid  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon:  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents,  not  necessarily  for 
publication^  but  as  a  guarantee  of  good  faith,] 

Points  In  Company  Practice. 

(To  the  Editor  of  The  Accountant.) 
Sir, — ^With  reference  to  your  issue  of  the  21st  inst. 
there  is  a  paragraph  in  the  papers  on  "  Points  in  Com- 
pany Practice,"  page  510,  which  I  should  be  glad  if  you 
or  some  of  your  readers  would  elucidate.  The  para- 
graph I  refer  to  reads  as  follows : — 


"  The  company  would  not  be  entitled  to  capitalise 

the  losses  accrued  prior  to  incorporation,  and,  on  the 

other  hand,  they  would  not  be  compelled  to  charge 

them    against    revenue,  though    doubtless,    if  wise 

counsels   prevailed,    they  would    adopt   the    latter 

course." 

I  was  under  the  impression  it  was  correct  to  debit  such 

losses  to  Goodwill  Account,  and  credit  any  profits 

either  to  Goodwill  Account  or  place  it  to  Reserve 

Fund. 

Yours  faithfully, 
April  27th  1906.  INTERESTED. 

[It  seems  to  us  that  any  item  which  is  not  charged 
against  Revenue  must  be  capitalised — at  all  events 
pro  tern.--  Ed.  Acct,] 


Licensing;  Act.— Compensation  Fund. 

(To  the  Editor  of  The  Accountant.) 
Sir,— I  should  be  very  glad  if  you  would  let  me 
know  whether,  in   your  opinion,  it  is  justifiable  to 
capitalise  the  contributions  by  a  brewery  company  to 
this  fund. 

I  am  aware  of  an  instance  where  this  has  been  done 
on  the  grounds,  I  am  given  to  understand,  that  the 
value  of  the  houses  remaining  is  enhanced. 

Yours  faithfully, 
April  zSth  1906.  STUDENT. 


Not  Negotiable. 

(To  the  Editor  of  The  Accountant.) 
Sir, — Will  your  legal  contributor  kindly  inform  me,  in 
your  next  issue,  whether  the  words  "  not  negotiable," 
as  printed  on  postal  orders,  have  any  significance—  viz., 
when  crossing  a  postal  order  is  it  necessary  to  again 
write  **  not  negotiable "  parallel  with  the  crossing 
lines  as  is  usual  with  cheques  ? 

Surely  the  Post  Office  cannot  mean  the  words  to 
signify  that  postal  orders  cannot  be  passed  from  hand 
to  band  where  good  title  exists. 
Thanking  you  for  the  information. 

Yours  truly, 
JOHN  J.  MAGAURAN,  A.C.A. 
Killiney,  2Sth  April  1906. 

[The  intention  is  undoubtedly  to  prevent  postal  orders 
being  passed  from  hand  to  hand,  but  it  seems  doubtful 
whether  the  words  "not  negotiable"  can  have  their 
statutory  significance  unless  the  ordes4»also  ''crossed." 


—  Ed.  i4cc/.] 


.gitizedby  V::jOO 


O 


658 


THE     ACCOUNTANT 


May  5,  1906. 


The  Audit  System  of  the  Local  Government 
Board. 

(To  the  Editor  of  The  Accountant.) 

Sir, — Since  my  communication  of  the  14th  inst.  was 
published  in  your  journal  I  have  been  supplied,  through 
the  courtesy  of  the  Hon.  Claude  G.  Hay,  M.P.,  with 
the  subjoined  table  relating  to  the  number  of  local 
authorities  in  England  and  Wales  which  had  financial 
transactions  during  the  year  1904-1905,  and  whose 
accounts  were  respectively  (i)  audited  by  the  District 
Auditors,  or  (2)  excepted  under  the  general  law  and 
other  enactments  from  the  scope  of  the  District  Audit 
system. 

It  will  be  seen  that  the  statement  gives  the  par- 
ticulars desired  in  a  slightly  different  form.  The 
President  of  the  Local  Government  Board  has  agreed 
to  issue  it  as  a  Parliamentary  Return. 

I  am.  Sir,  yours  faithfully, 

E.  A.  R.  ADAMS. 

Shoredttch  Town  Hall,  London,  E.C. 
28/ A  April  1906. 

Statement  showing  for  Loadon,  for  England  and  Wales, 
excluding  London,  and  for  the  two  together,  the  approximate 
number  of  the  Local  Authorities  which  had  financial  trans- 
actions during  the  year  1904-5.  and  the  number  of  such 
authorities  whose  accounts  were  audited  by  District  Auditors ; 
also  showing,  in  the  case  of  the  last-mentioned  authorities, 
whether  the  period  to  which  the  audited  accounts  relate  was 
a  year  or  half  a  year. 

I. — Authorities  whose  accounts  were  audited  by 

District  Auditors  : — 

(j)  Authorities   whose  accounts,  as  audited  by  the  District 

Auditors,  related  to  a  period  of  twelve  months— 

Number  of  Local  Authorities 
which  had  financial  transac- 
tions during  the  year  1904-5 
and  exercised  jurisdiction  in 
areas  in 

Classes  of  Local  Authorities 


1.  Coanty  Councils         

2.  Joint  Committees  ofCounty  Councils 

3.  The  Lancashire  Asylums  Board    . . 

4.  Visiting  Committees  of  County  and 

Joint      County     and      Borough 
Lunatic  Asvtums  (a) 

5.  Councils  of  Metropolitan  Boroughs 

6.  Town  Councils  (all  accounts  (6) )  . . 

7.  Town  Councils  (Accounts  under  the 

Education  Act,  1902) 

8.  Town   Councils  (Accounts  as  Port 

Sanitary  Authorities) 

9.  Urban  District  Councils,  for  districts 

other    than  boroughs  (including 
accounts  relating  to  education)  . . 

10.  Port    Sanitary    Authorities    (Joint 

Boards)  

11.  Parish  Councils  and  Parish  Meet- 

ings (f) 

12.  Burial  Joint  Committees 

13.  5k:hool  Boards  {d)       

14.  Joint  Boards  and  Committees  not 

included  above  («) 

15.  Miscellaneous  Authorities    . . 


The  Ad- 
ministra- 
tive 
County  of 
London 

The  rest 

of 
England 

and 
Wales 

England 

and 
Wales 

I 

61 

62 

- 

4 
I 

4 

I 

9 

28 

61 

70 
38 

— 

3 

3 

District 


I 


320 


29 


»(/) 


6.517  (0 
239 
180  ((i) 

273       i 
15 


8,533 


818 

29 

6.517  (0 
239 
1 80  id) 

274 
15 


8.572 


(ii)  Authorities  whose  accounts,  as  audited  by  the 
Auditors,  related  to  periods  of  six  months  each- 

16.  Overseers  of  the  Poor,  as  far  as 

regards  the  Poor  Rate  (i?)  [number 
of  Parishes]  .  

17.  Boards  of  Guardians 

18.  Joint   Committees    of    Boards    of 

Guardians 

19.  Managers    of    Poor    Law    School 

Districts         

20.  Managf  rs  of  Sick  Asylum  Districts 

21.  Manaueris  of  the  Metropolitan  Asy- 

lum District | 

22.  Rural  District  Councils 

23.  School  Boards  (i)        

24.  Joint  Boards  and  Committees  not 

included  above  {k) 1 

25.  Miscellaneous  Authorities    . . 

Totals  of  L  (0  and  L  (»i) 


IL— Authorities  whose  accounts  were  not  audited 
BY  the  District  Auditors  : — 


1 

'         II2(*) 
'           31 

1 4,^^46 
626 

I4.7^S 
657 

1           

* 

4 

'           4 
2 

4 

8 

2 

1             ' 

I  (0 

67^ 
9 

I 

67 « 

10 

j  -^ 

19 

2 

19 
3 

1  '- 

15.981 

16.133 

191 

24.514 

2A,7^i 

Number  of  Local  Authorities 

which  had   financial    trar^ic- 

I  tions  during    the  year  i<x^4  5 

and  exercised  jurisdiction  111 

areas  in 


Classes  of  Local  Auihorities 


26.  Visiting   Committees    of    Borough 

Lunatic  Asylums  (/) 

27.  Visiting   Committee    of    City     of 

London  Lunatic  Asylum  (/) 

28.  Corporation  of  London 

29.  Receiver  for  the  Metropolitan  Police 

District  

30.  Town    Councils    (Accounts,    other 

than  accounts  under  the  Educa- 
tion Act,  1902,  and  in  12  cases,  as 
Port  Sanitary  Authorities)  (m)    . . 


The  Ad- 
ministra- 
tive 
County  of 
London 


The  rest 

of 
England 

and 
Wales 


Lighting  Inspectors 


Burial  Boarc 

33.  Harbour,    Pier,     &c.,    Authorities 

(other  than  Town  Councils,  or 
Councils  of  Urban  Districts  not 
being  Boroughs) 

34.  Commissioners  of  Sewers,  Drainage 

Boards,  &c 

35.  Joint  Boards  and  Committees  («)  . . 

36.  Miscellaneous  Authorities    . . 

Totals 


19 


321 

26 

216 


289 
9 
64 


Engl  ind 

aiui 
Wal«-5 


998 


Grand  Totals  of  L  (1),  L  {it),  and  j 
IL.    counting    once    only    the 
Authorities     entered      against 
headings  6,  7,  8,  and  30         . .  |      203 


I   25,180 


;6 
216 


2S9 
9 
73 


^5.3i«> 


{a)  See  also  headings  26  and  27-        (b)  See  also  heading  30. 

(c)  There  were,  in  addition,  about  8,000  Parish  Councils  and  P.iP>h 
Meetings  which  had  no  financial  transactions  during  the  year  1904^. 
whose  accounts,  if  they  had  had  financial  transactions,  would  have  UVu 
audited  by  the  Dl'itrict  Auditors. 

(d)  See  also  heading  23.  The  Accounts  of  the  School  Boards  were  for 
periods  from  2Sth  March  1904  to  the  date  of  their  abolition  under  the 
provisions  of  the  Education  Act,  1902,  and  the  Education  (Londou) 
Act,  1903. 

(e)  Ses  also  headings  24  and  25.      {/)  The  Metropolitan  Water  Bcurd. 
(/T)  The  number  of  cases  iu  which  the  Overseers  submitted  sei»dratt 

accounts  relating  to  other  rates  cannot  be  stated, 
(/i)  Parishes  in  City  of  London  only. 

(»■)  See  also  heading  13  and  note  (d).    (k)  See  also  headings  14  and  35. 
(/)  See  also  heading  4.      (w)  See  also  headings  6,  7,  and  8. 
(n)  See  also  headings  14  and  24. 

Local  Government  Board, 

Whitehall,  S.W.        ^^^^^T^ 
11th  AprW)t^OO^l^ 
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Trustee's  Bonds  In  Bankruptcy. 

(To  the  Editor  of  The  Accountant.) 
Sir, — I  understand  that  it  is  the  general  practice  in 
connection  with  a  trustee's  bond  in  the  bankruptcy  of 
a  firm  to  charge  the  whole  of  the  premium  thereon  to 
the  joint  estate.  Further,  that  this  method  is  approved 
by  the  Board  of  Trade  on  the  audit  of  the  accounts. 
If  my  information  is  correct,  is  there  any  reason  why 
the  premium  should  not  be  apportioned  over  the  joint 
and  separate  estates  in  proportion  to  the  estimated 
value  of  assets  in  each  case  ?  The  bond  is  taken  out 
as  much  for  the  protection  of  the  creditors  of  the 
separate  estates  as  those  of  the  joint  estate,  and  I  do 
not  see  why  the  former  should  not  bear  their  due  pro- 
portion of  the  expense.  The  practice,  to  my  mind, 
would  be  very  unfair  in  a  case  where  the  renewal  of 
the  bond  became  necessary  solely  by  reason  of  the  fact 
that  there  was  some  outstanding  asset  in  one  of  the 
separate  estates. 

I  shall  be  very  glad  if  any  of  your  readers  will  favour 
me  with  a  reply  to  my  query. 

I  am.  Sir,  yours  faithfully, 
30//1  April  1906.  STUDENT. 


Quarantors  and  Costs. 

(To  the  Editor  of  The  Accountant,) 
Sir, — A.  owes  to  B.  a  debt  bearing  interest  for  which 
he  has  given  security  including,  inter  alia^  shares  which 


have  been  registered  in  B.'s  name.  C.  has  guaranteed 
to  B.  the  interest  on  the  debt,  and  contends  that  the 
dividends  received  on  the  shares  must  in  the  first  place 
be  applied  in  payment  of  the  interest.  B.  has  incurred 
charges  and  expenses  in  connection  with  his  security 
which,  he  contends,  should  be  paid  out  of  the  dividends 
in  priority  to  the  interest,  but  which  C.  contends  should 
be  added  on  to  the  debt  and  bear  interest. 

I  should  be  glad  to  have  your  opinion  on  the  matter, 
and  should  be  obliged  if  you  could  give  it  in  your  next 
issue  with  authorities. 

Yours  faithfully, 

is<  May  1906.  E.  S. 


The  Bermondsey  Electric  Light! n|{;  Accounts  and 
the  Local  Qovemment  Board  Auditor. 

(To  the  Editor  of  The  Accountant,) 
Sir,— The  Borough  Treasurer  of  Bermondsey  has 
just  published  the  audited  accounts  of  this  borough  for 
the  year  ended  31st  March  1905  (signed  on  the  i8th 
day  of  January  1906),  and  has  taken  the  trouble  to 
include  in  his  abstract  the  statutory  accounts  relating 
to  the  electricity  works  az  amended  after  audit.  The 
annexed  table  (pages  174  and  175)  shows  how  the  Net 
Revenue  Account  was  amended  by  the  district  auditor 
at  the  date  of  passing  the  Profit  and  Loss  statement : — 


Dr. 


METROPOLITAN   BOROUGH   OF  BERMONDSEY. 
Net  Revenue  Account  for  the  year  ended  31st  March  1905. 


Cr. 


Expenditure.                                  £      s  d 

To  Interest  on  Mortgage  Debt  accrued  due  to  date         . .       2,801    2  2 

To  Instalments  of  Principal  of  Money  borrowed    . .                    362  19  1 1 

To  Payments  to  Reserve  Fund 499    5  6 

To  Rental  of  Land  belonging  to  the  Council  appropriated 
for  Electrical  purposes,  being  an  amount  equal  to  the 
Repayment  and  Interest  on  £3,165  8s.  lid.,  part  of 

Loan  of  £13,800 128    7  6 

To  Balance  carried  forward X)QW   Q  Q 

800    0  0 

^m  X  \ 

£4,591  15  1 


Income. 

By  Balance  from  last  Account 

By  Balance  brought  from  Revenue  Account  (p.  172) 


£     s    d 


^^lil 


'  X  X 

'  15    1 


Memorandum. 


At  31st  March  1902 

Year  ended  31st  March  1903 
Do.  1904 

Do.  1 90s 


Net  Profit 


s    d 


818    1 


Net  Loss 


£ 
1,205 
1,200 


Amount 

Transferred 

from  Rate 


£ 
1.205 
1,200 


gitized  by 


Google 
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from  which  it  will  be  noticed  that  although  the  auditor 
has  thought  fit  to  make  minor  adjustments  in  respect  of 
the  costs  of  negotiating  loans  and  the  *'  Bad  Debts 
Account,"  and  to  very  properly  debit  the  account 
with  a  rental  value  for  appropriated  lands,  he  carefully 
excludes  the  accrued  liability  for  the  debt  service ! 

In  your  issue  of  the  21st  ult.  you  exhibited  the  curious 
method  which  has  been  followed  by  the  district  auditor 
for  the  purpose  oi  correcting  the  St.  Marylebone  Borough 
Accounts ;  but  perhaps  the  foregoing  still  more  curious 
style  of  "  amending  "  accounts  is  worthy  of  the  study  of 
your  numerous  readers. 

I  am.  Sir,  yours  most  respectfully, 

Another  Fellow  of  the  Institute  of 
Municipal  Treasurers  and  Accountants. 

1st  May  1906. 


Stamped  Receipts  for  Sums  on  Account. 

fTo  the  Editor  of  The  Accountant,) 
Sir, — I  should  be  much  obliged  if  you  could  inform 
me,  through  the  columns  of  your  valued  paper,  whether 
it  is  necessary  to  give  a  stamped  receipt  for  remittances 
received  from  abroad  ;  also  whether  it  is  necessary  to 
give  a  stamped  receipt  for  amounts  received  on  account^ 
or  if  a  plain  receipt  would  be  valid  for  such  trans- 
actions, the  stamp  only  being  used  for  the  closing 
payment. 

With  thanks  in  advance  for  your  courteous  reply, 

I  remain,  yours  faithfully, 
loth  April  1906.  C.  W. 


Qas  Companies  and  Depreciation. 

(To  the  Editor  of  The  Accountant.) 
Sir, — Twice  during  the  present  year  you  have  been 
good  enough  to  discuss  the  above  question  at  the 
suggestion  of  your  correspondents,  but  as  I  feel  that 
the  subject  is  not  yet  by  any  means  exhausted,  I  trust 
that  you  will  allow  me  to  raise  a  point  which,  so  far, 
does  not  seem  to  have  been  noticed  in  your  columns. 

Whatever  may  be  the  intention  of  Section  35  of  the 
Gas  Works  Clauses  Act  of  1871,  and  of  the  form  of 
annual  accounts  contained  in  Schedule  B  of  that  Act, 
there  can  be  no  doubt  that  in  practice  gas  companies 
frequently  charge  their  Revenue  Accounts  with  sums 
representing  the  depreciation  of  assets,  and,  indeed,  I 
am  informed  that  the  practice  is  almost  universal. 
It  is  true  that  the  amount  charged  for  depreciation  is 
not  shown  separately  in  the  accounts,  but  the  opera- 
tion is  none  the  less  effected  in  the  following  simple 
manner: — Take,  for  instance,  the  second  item  in  the 


statutory  Capital  Account,  viz.,  "  New  Buildings, 
Manufacturing  Plant,  &c."  At  the  close  of  the  financial 
period  a  Journal  entry  is  passed  crediting  the  account 
to  which  the  additions  to  new  buildings  and  manufac- 
turing plant,  &c.,  during  the  year  have  been  carried 
(pending  their  transfer  to  the  general  "Capital 
Account ")  and  debiting  the  '*  Repairs  and  Maintenance 
of  Works  and  Plant,  &c.,"  Account  with  the  amount 
required  to  be  written  off  for  depreciation ;  a  similar 
transfer  from  the  Capital  Account  to  Repairs  being 
effected  in  the  case  of  the  other  accounts — e,g,^  **  New 
Mains  and  Service  Pipes,"  "  New  Meters,"  &c.  &c.  In 
fact,  what  is  done  is  that  a  certain  proportion  of  the 
sum  which  would  otherwise  be  added  to  the  debit  side 
of  the  company's  Capital  Account  at  the  end  of  the 
financial  period  is,  so  to  speak,  intercepted  before  it 
gets  there,  and  distributed  over  the  various  headings 
of  "  repairs "  prescribed  in  the  statutory  form  of 
Revenue  Account. 

The  question  here  arises  as  to  how  the  amount  to  be 
charged  for  depreciation  is  arrived  at,  there  being,  of 
course,  no  separate  account  for  each  class  of  asset 
from  which  a  fixed  percentage  might  be  written  off.  I 
believe  that  the  general  practice  is  to  assume  that  the 
charge  against  revenue  in  respect  of  the  various  items 
of  '*  repairs  "  should  bear  a  fixed  ratio  to  the  number 
of  cubic  feet  of  gas  sold.  For  instance,  in  the  case  of 
"  Repairs  and  maintenance  to  works  and  plant "  the 
ratio  is  practically  agreed  by  gas  experts  to  be  at  4d. 
to  the  1,000  cubic  feet,  and  accordingly  the  amount 
charged  for  depreciation  is  the  difference  between  the 
amount  actually  expended  on  repairs  and  the  amount 
estimated  to  be  the  proper  charge  against  revenue  by 
applying  the  above  method. 

There  is  one  other  aspect  of  the  question  to  which  I 
should  like  to  refer,  if  I  am  not  trespassing  too  far  upon 
your  space.  In  the  leading  article  of  your  issue  of 
February  the  loth  you  express  the  opinion  that  "  if  gas 
"  company  directors  were  left  free  to  make  whatever 
"provision  they  thought  necessary  or  desirable  for 
"depreciation  of  plant  it  seems  not  unreasonable  to 
"  suppose  that  there  would,  at  all  events  in  many  cases, 
"  be  considerable  doubt  as  to  whether  consumers  would 
"  ever  receive  the  benefit  of  the  sliding  scale."  But 
the  reasonableness  of  this  supposition  depends  upon 
the  somewhat  unreasonable  assumption  that  directors 
and  shareholders  would  prefer  to  go  on  piling  up 
enormous  secret  reserves,  which  could  be  of  no 
pecuniary  benefit  to  themselves  (except  in  the 
improbable    event    of  r^the    company's   being  wound 
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up),  rather  than  to  share  with  the  consumers 
an  immediate  pecuniary  benefit  through  the 
operation  of  the  sliding  scale.  Indeed,  the  whole 
purpose  of  such  provision  for  depreciation  as  I 
have  indicated  is  that  the  subscribed  capital  of 
the  company  may  be  represented  by  assets  which  are 
fully  equal  in  value  to  the  amount  of  the  capital 
expenditure,  and  which,  by  their  revenue-earning 
capacity,  may  give  to  shareholders  and  consumers 
alike  the  fullest  possible  benefit  which  the  sliding  scale 
affords. 

Whether  accounts  prepared  in  the  manner  above 
iodicated  comply  with  the  provisions  of  Section  35, 
and  whether  they  are,  to  use  the  language  of  the 
section,  "  as  near  as  may  be  '*  to  the  form  prescribed  in 
the  Schedule  of  the  Act,  are  interesting  questions  to 
which  I  hope  that  answers  may  be  forthcoming  in  your 
columns.  In  this  connection  I  think  that  reference 
should  be  made  to  Section  122  of  the  Companies 
Clauses  Consolidation  Act  of  1845,  which  provides  that 
"  before  apportioning  the  profits  to  be  divided  among 
"  the  shareholders  the  directors  may,  if  they  think  fit, 
"  set  aside  thereout  such  sum  as  they  may  think  proper 
"  to  meet  contingencies,  or  for  enlarging,  repairing,  or 
"  improving  the  works  connected  with  the  undertaking 
**  or  any  part  thereof,  and  may  divide  the  balance  only 
"  among  the  shareholders."  There  has  been  no  judicial 
decision  as  to  whether  this  section  is  superseded  by 
later  legislation  in  the  case  of  gas  and  water  companies. 
My  own  impression  is  that  it  is  so  superseded,  but  this 
impression  does  not  amount  to  a  conviction.  Indeed, 
my  attitude  upon  the  whole  matter  is  that  of  a 
philosopher  in  pursuit  of  truth,  and  if  the  contentions 
advanced  in  this  letter  are  proved  to  be  groundless,  it 
will  be  as  interesting  to  me  as  if  they  were  substantiated. 

Trusting  to  be  enlightened  upon  this,  as  I  have  been 
upon  so  many  other  matters  in  the  pages  of  The 
Auountant, 

I  am,  Sir,  yours  faithfully, 

SPECTATOR. 


Select  Committees  and  Legislation. 

To  the  Editor  of  The  Accountant, 

Sir, — ^Would  you  kindly  tell  me  about  what  time  the 

results  of  the  investigations  of  the  Committees  sitting 

on  the  Companies  and  Bankruptcy  Acts  would  be  likely 

to  become  law  ?     Would  it  be  before  November  1907  ? 

Yours  truly, 
30/ A  April  1906.  S» 


[For  obvious  reasons  it  is  impossible  to  say,  but  we 
should  be  inclined  to  put  ist  January  1908  as  the 
earliest  likely  date — assuming,  of  course,  that  anything 
is  done. — Ed.  Acct.] 


Ubc  5n9titute  of  Cbartereb  accountants 
tn  Bnolanb  an5  Males. 


The  President's  Dinner. 


Mr.  John  Gane,  F.C.A.,  the  President  of  the  Insti- 
tute, gave  a  dinner  in  the  Hall  of  the  Institute  on 
Tuesday  evening  last  to  the  members  of  the  Council. 
Among  the  guests  (numbering  about  forty)  invited  to 
meet  the  members  of  the  Council  were  Sir  Alexander 
Henderson,  Bart. ;  Mr.  C.  M.  Barker,  President  of  the  Law 
Society  ;  Professor  Percy  Frankland,  President  of  the 
Institute  of  Chemistry;  Mr.  Henry  Cockburn,  President 
Institute  of  Actuaries ;  Mr.  J.  Cory  Fell,  President  of 
the  Institute  of  Patent  Agents;  Mr.  Boydell  Houghton. 
Mr.  John  Kerr;  the  Presidents  respectively  of  the 
Edinburgh  Society  of  Chartered  Accountants,  the  Irish 
Institute  of  Chartered  Accountants,  the  Association  of 
Scottish  Ciiartered  Accountants  in  London,  the  Liver- 
pool Society  of  Chartered  Accountants,  the  Birming- 
ham Society  of  Chartered  Accountants,  the  ShefHeld 
Society  of  Chartered  Accountants,  the  Leicester 
Society  of  Chartered  Accountants,  the  Nottingham 
Society  of  Chartered  Accountants,  &c.  &c. 

The  gathering  was  a  strictly  social  one.  The  loyal 
toast  was  proposed  by  the  President,  and  Mr.  Frederick 
Whinney,  F.C.A.,  proposed  the  health  of  the  President. 
Mr.  J.  G.  Griftiths,  F.C.A.,  as  an  old  member  of  the 
firm  of  Deloitte's,  in  whose  office  the  President's 
connection  with  the  accountancy  profession  com- 
menced, supported  the  toast. 

The  President  suitably  replied. 

Sir  Alexander  Henderson,  Bart.,  proposed  the  toast 
of  the  Institute  of  Chartered  Accountants,  and  referred 
to  the  progress  which  the  profession  had  made  since 
the  Institute's  incorporation,  and  to  the  value  of  the 
advice  given  by  its  members  in  connection  with  com- 
mercial enterprise. 

A  capital  programme  of  music  was  contributed,  under 
the  direction  of  Mr.  Clive,  by  Miss  E.  Truscott,  Miss  E. 
Bevans,  and  Mr.  T.  Clare,  while  it  is  needless  to  add 
that  the  banquet  was  served  in  the  excellent  style  so 
characteristic  of  the  well-known  City>cjHerers,JRipg  & 
Bryiner,  Digitized  by '       ^^^ 
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Council  Meetinic. 


At  a  meeting  of  the  Council,  held  on  Wednesday,  the  2nd 
May  1906,  at  the  Hall  of  the  Institute,  Moorgate  Place. 
E.G.,  there  were  present : — 

Mr.  John  Gane,  President,  in  the  chair ;  Mr.  W.  B.  Peat, 
Vice-President;  and  Messrs.  W.  Ashworth,  J.  H.  Black- 
bum,  W.  Blease,  T.  Bowden,  E.  M.  Garter,  Ernest 
Gooper,  Sir  John  Graggs,  Mr.  E.  Edmonds,  Sir  Walter 
Fisher,  Messrs.  A.  H.  Gibson,  T.  Gregory,  J.  E.  Halliday, 
B.  W.  Hardcastle,  A.  G.  Harper,  D.  Hill,  F.  A.  Jenkins, 
H.  Woodbum  Kirby,  G.  Walter  Knox,  A.  O.  Miles,  F.  W. 
Pixley,  W.  Plender,  F.  J.  Saflfery,  T.  G.  Shuttleworth, 
G.  Sneath,  E.  Waterhouse,  T.  A.  Welton,  F.  Whinney, 
T.  Wise.  J.  W.  Woodthorpe,  and  F.  J.  Young. 

The  resignations  of : — 

Mr.  J.  P.  Hodge,  A.G.A..  Ghester  ; 
„    W.  H.  Mapplebeck,  A.G.A.,  London  ; 
were  accepted. 
The  Secretary  reported  the  death  of : — 

Mr.  Richard  Black,  F.G.A.,  Manchester. 
„    W.  D.  Shimmin,  A.G.A.,  Liverpool. 

It  was  resolved  that  Certificates  of  Practice  be  issued  to 
the  following  members : — 

Bayley,  Hugh  (Stowe.ll  &  Bayley),  62  King  Street, 
Manchester. 

Bell,  Joseph  (Parkinson,  Mather  &  Co.).  8  King  Street, 
Manchester. 

Brandon,  Noel  Harold,  63  Coleman  Street,  E.G. 

Chainpness,  Clement  Maurice  (J.  H.  Champness,  Cordcroy 

&  Co.),  103  Cannon  Street,  E.C. ;  and  at  5  George  Street, 

Plymouth. 

Cocke,  Alfred  Louis,  11  Pancras  Lane,  Queen  Street,  E.G. 
Critchley,  Henry  Samuel,  5  &  6  Magdalen  Street,  Oxford. 
Davies,  Ernest  George,  Rutland  House,  Rutland  Street, 
Swansea. 

Edge,  Robert  Beasley  (Attlee,  Edge  &  Co.),  114  Edmund 
Street,  Birmingham. 

Fletcher,  Stephen  (Fletchejr  &  Fletcher),  Crown  Chambers, 
Salisbury. 

Franck,  Harold  Edmund,  716  Salisbury  House,  London 
Wall,  E.G. 

Green,  Francis  Thomas  (Nairne  &  Son),  Rational  Build- 
ings, 64  Bridge  Street,  Deansgate.  Manchester. 

Grundy,  Norman  Denis  (Everett,  Morgan  &  Grundy), 
44  King  William  Street,  E.G. 


Hale,  John  Albert  Deakin  (Deakin  HaJe  &  Co.),  14  Fins- 
bury  Circus,  E.G.  ;  and  at  Southend-on-Sea. 

Harper,  Reginald  Tristram  (Gaff,  Harper  &  Co.),  53  New 
Broad  Street,  E.G. 

Heaton,  James  Aspin  (Heaton,  Stride  &  Co.),  18  &  19  Iron- 
monger Lane,  E.G. 

Henderson,  Ian  Macdonald,  B.A.  (J.  M.  Henderson  &  Son^, 
2  Moorgate  Street  Buildings,  E.C. 

Hirst,  William  Henry,  Britannia  Buildings,  4  Oxford 
Place,  Leeds. 

Hugill,  Harold  Bertram  (J.  H.  Hugill  &  Co.),  117  leaden- 
hall  Street,  E.C. 

King,  William  Frederick,  4  Broad  Street  Buildings,  E.C. 

Lepine,  Cecil  Henry  (Langton  &  Lepine),  12  Coleman 
Street,  E.C. 

Lovatt,  William  Henry,  Col  more  Chambers,  3  Newbail 
Street,   Birmingham. 

Morris,  Henry  Millner,   141  Fenchurch  Street,   E.C. 

Mundell,  Keith  Hamilton,  105B  Old  Christchurch  Road. 
Bournemouth. 

Nicholson,  Norman,  9  Exchange  Street,  Blackburn. 

Percival  John  Edward  (Maurice  Jenks,  Nye  &  Co.),  6  Old 
Jewry,  E.C. 

Rozelaar,  Abraham  (Sydney  Cole,  James  &  Rozelaar), 
lA  Frederick's  Place,  Old  Jewry,  E.C. 

Sawers,  James,  7  Union  Court,  Old  Broad  Street,  E.C. 

Skinner,  John  (Chas.  W.  Rooke  &  Co.).  46  Queen  Victoria 
Street,  E.C. ;   and  at  Birmingham. 

Smith,  Claud  Elastlake,  34  Clement's  Lane,  Lombard 
Street,  E.C. 

Smith,  John  Walter  Scott  (Campbell,  Smith  &  Co.), 
94  M<arket  Street,  Manchester. 

Simpson,  Bernard  Willett  (Fidgeon,  Simpson  &  Co.), 
Copthall  House,  E.C. 

Stowell,  Leonard  (Stowell  &  Bayley),  62  King  Street, 
Manchester. 

Sutcliffe,  Ernest  (Harold  Sadler  &  Sutcliffe),  7  Victoria 
Street,  Liverpool ;  20  High  Holborn,  W.C.  ;  and  Masonic 
Hall,  Todmorden. 

Timmins,  Frederick  Oliver,  109  Colmore  Row,  Birming- 
ham. 

Tyler,  Robert  Barlow,  Gracechurch  Buildings,  79'-^  Grace- 
church  Street,  E.C. 

Worthington,  John  Haxold  (Halliday.  Pearson  &  Co.),  Dis- 
trict Bank  Chambers,  13  Spring  Gardens,  Manchester. 
A  number  of  applicants  were  admitted  members,  and 

eleven  Associates  were  elected   to  Fellowship.      A  list  of 

those  who  complete  their  membership  or  Fellowship  by  the 

17th  inst.  will  appear  in  our  issue  of  the  19th  inst. 
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Twenty- Fifth  Annual  Meeting. 


The  Twenty-fifth  Annual  Meeting  of  the  Institute 
was  held  on  Wednesday,  the  2nd  day  of  May,  at  the  Hall 
of  the  Institute,  Moorgate  Place,  London,  E.G..  Mr.  John 
Gane,  F.C.A.  (the  President),  in  the  chair. 


REPORT  AND  ACCOUNTS. 

I. — The  Council  have  to  report  that,  during  the  year  ended 
31st  Decemher  1905,  245  candidates  applied  for  admission  to 
membership,  of  whom  227  were  admitted;  5  former  members 
applied  for  re-admission,  3  of  whom  were  re-admitted ;  21 
Associates  were  elected  Fellows,  35  memt>er8  died,  and  13 
members  resigned.  Under  Section  20  of  the  Charter,  12  members 
of  the  Institute  were  excluded  in  consequence  of  non-payment  of 
their  certificate  fees  or  subscriptions,  8  members  for  other  causes, 
and  one  admission  became  void,  in  consequence  of  the  entrance 
fee  being  unpaid. 

2. — The  number  of  members  of  the  Institute  on  the  ist  January 
'  1906  was  3,399.  as  against  3,238  on  the  ist  January  1905,  being  an 
increase  of  161.  The  variation  is  shown  by  the  following  tabular 
statement : — 
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(a)    21  Associates  in  practice  became  Fellows. 

(&)      I  Fellow  became  a  Fellow  not  in  England  or  Wales. 

{c)  129  Associates  not  in  practice  commenced  practice. 

(d)  2  Associates  not  in  England  or  Wales  became  Associates 

in  practice. 

(e)  II  Associates    in    practice    became    Associates    not   in 

practice. 
(/)     2  Associates    in    piactice    became    Associates    not    in 

England  or  Wales. 
ig)      3  Associates  not  in  England  or  Wales  became  Associates 

not  in  practice. 
(A)    25  Associate^  not  in  practice  becan*e  Associates  not  in 

England  or  Wales. 

3. — During  the  year  318  Articles  of  Clerkship  were  registered, 
as  compared  with  258  during  the  previous  year. 


4.— The  Council  have  held   23  meetings,  and   the    following 
Committees  69  meetings  during  the  year,  viz.  :— 

Applications  . .       5       Library  and  Publication      3 


Examination       ..         ..  6 

Finance 1 1 

Ganeral  Purposes         . .  n 

Investigation       . .         . .  10 


Parliamentary  and  Law     1 1 
Students  Societies'  Grants  4 
Special    and    Sub-Com- 
mittees   8 


5.— Examinations  were  held  during  1905,  with  the  following 
results  :— 
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6. — During  the  year  certificates  of  exemption  from  the  Prelim- 
inary Examination  were  issued  to  66  persons  who  bad  passed 
equivalent  examinations,  as  compared  with  57  in  the  previous 
year. 

7. — In  accordance  with  the  provisions  of  the  Bye-laws,  the 
Preliminary  Examinations  were  held  simultaneously  in  London, 
Birmingham,  Manchester,  and  Newcastle-upon-Tyne. 

8. — For  the  Final  Examinations  the  Council  awarded  Prizes 
and  Certificates  of  Merit  as  follows  :— 

May. 
Certificaiei  in  Order  of  Merit. 

1.  Whitfield,  W London. 

2.  Wilson,  P.  McC.  B.A Leeds. 

3.  Atkin,  P.  F Nottingham. 

4.  Williamson,  H Preston. 

5.  Fowell,  E.  T London. 

6.  Dowler,  F.  Manchester. 

7.  Beale,  A.  P.  G London. 

8.  Harrison,  G.  C London. 

9.  Clothier,  E Stafford. 

10.        Greaves,  A.         Bradford. 

J  Cutforth,  A.  E London. 

1  Pedder,  S.  London. 

13.  Gimson,  H Leicester. 

14.  Grant,  R.  H Newcastle-upon- 
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Dr.  Income  and  Expenditure  Account 

Year  ended  EXPENDITURE. 

3l8tD€Cj904, 

£     s    d         £      8    d  £8d£id 
To  Expenses  of  Manaqeicbnt: — 

654    0    1                                Housekeepiog,  Fuel,  Lighting,  &o 516  10  6 

Salaries    of    Secretary,    Librarian  and    Olerks, 

2ji{36    1    6                                   andPenBioDs           3,446  16  9 

Printing  and  Stationery       771  18  8 

Advertising 187  16  0 

Law  Charges 80819 

Special  Law  Charges 182    4  9 

Railway  Fares  of  Country  Members  of  Council  265  11  4 

Postage  and  Carriage 179  19  2 

Repairs  to  Furniture  and  Fittings 61    8  6 

Repairs  to  Hall  and  Offices 29    4  0 

Report  of  General  Meeting 11  16  0 

Subscription  for  Telephone 21  11  6 

Parliamentary  Returns,  &c.            8  16  4 

Sundries           64    6  1 

5,255    6    2  4,946  19    3 

To  Rent,  Rates,  Taxes.  &o.  :— 

Ground  Rent 742    0  0 

Rates  and  Taxes         792  12  6 

Insurance         87  11  0 

Corporation  Duty       82    2  2 

1,681    6    1  1.654    5    8 

To  Depreciation:— 

Furniture  and  Fittings         227    8    8 

Library         184    2    0 

377    7    0  861  10    3 

102    2    6  To  Transfer  to  Haix  and  Offices— Sinking  Fund  106    9   3 

200    0    oTo  Copies  of  **  TnE  Accountant  "  for  Distribution  200    0   0 

To  Allowance   to  the    Chartered  Accountants 
250    0    0  Students'  Societt  of  London  ..        ••  260    0   0 

,,     „    „  To  Allowances  to  Provincial  Sto dents'  Societies  206  12   6 

To  Expenses  of  Examinations: — 

Qn9  10    o  Printing,  Stationery  and  Sundries            ..         ..  281  16    8 

Vii^^y    i                                Adverifising       127  18    0 

1013  13    5                                Examiners*  Fees         1,040  19    6 

'  AC  11     o                                 Prizes 2597 

__j!LI     1,405  4    6                                                                                                  1.436    3    8 

470    9    7^0  Branch  Libraries 40416 

9,641  14    9  ^  ^'^^    1    ^ 

To  Share  of  Expenses  incurred  by  the  Chartered 

158    7    7  Bodies'  Joint  Committeb  43  15    0 

9,800    2    4  9.5^  1^    ^ 

To  Balance  carried  to  Accumulated  Fund: — 
Excess  of  Income  over  Expenditure  for  the  year 
2,863  17  10  ended  81st  December  190e         8,178    5    7 
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for  the  year  ended  Slat  December  1905,  Cr. 


Year  ended  INCOME. 

31siDec.l904.  «           ^          «           ^        «           ^ 

£     e    d         £     8    d  figdJBBdfisd 
By  Ertbancb  Febb:~ 

1  FeUow  at  20  Guineas . .                               21    0    0 

441    0    0                                  21  Fellows  „  10       „         ..                               220  10    0 

2Ji78  10    0                                226  Assooiates  „  10       ,.        ..                           2,873    0    0 

2,719  10    0  ^ 2,614  10    0 

By  Obbtificate  Fbbb,  Subscbiftions,  Ac.  :— 

OertifioateFees:— 

466  FeUows  at    5  Guineas..    2,446  10    0 

346        „  „     3        „         ..     1,089  18    0 
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3.682  12    0  ^'^^"^    ®    ® 
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889        „  „     1  Guinea 

2,0S8    1    0  „  V     .  ..  ^'^^^  ^^    ^ 

Subscriptions :~ 

42  Fellows  at  2  Guineas 

1,103  Associates  „  1  Guinea 
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844    4    0                               867  Intermediate  „     2        „        ..  770  14  0 

739    4    0                                364  Final               „      2        „         ..  764    8  0 

4    4    0                                   8  Special  Final,,     2        „        ..  16  16  0 

1 119 

9,377    4    0        '  2,849  18    0 

,.     „    .,  By  Fees  for  Cebtificates  op  Exemption  69    6    0 
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November. 
First  Prize  and  Certificate  of  Merit. 

Ganisey.  G.  F Walsall. 

Second  Prize  and  Certificate  of  Merit. 

de  Zoucbe,  R.  C.  . .        . .        London. 

Certificates  in  Order  of  Merit. 

3.  Haddon,  R.  C Bristol. 

4.  Ashworth,  H Manchester. 

5.  Lunt.  H.  J Manchester. 

6.  Webster,  W.  D London. 

7.  Murgatroyd,  G.  B Manchester. 

8.  de  Paula,  F.  R.  M London. 

9-        Boss,  J.  G..  Junr Newcastle-upon- 
Tyne. 
10.        Hirst,  W.  H Dewsbury. 

^  ^       I  Storrs,  L.  C Cardiff. 

I  Welch  W Hanley. 

13.        Nixon,  H.  H Leeds. 

Prizes  for  the  Intermediate  and  Preliminary  Examinations 
were  awarded  as  follows :— 

INTBRMEDIATB. 

May. 

Webb,  A.  R Manchester. 

November. 

Peake,  H,0 Manchester. 

Preliminary. 
June. 

Carter,  S,  B.  F Greenhithe. 

December. 

Dawson,  C.  J Birmingham. 

^.—Regulations  have  been  framed  controlling  the  administra- 
tion of  the  Robert  Fletcher  Prize  Fund  and  the  award  of  the 
Prize.  The  Prize  was  competed  for  at  the  November  Intermediate 
Examination,  but  was  not  awarded,  as  the  only  candidate  who 
reached  the  standard  required  by  the  Council  was  over  the  age 
limit. 

ic—DuriDg  the  past  year  grants  have   been  made   to   six 
ProTindal  Students*  Societies  to  assist  them  in  organising,  under 
the  supervision  of  the  Provincial  Societies,  a  more  extensive 
system  of  classes  and  lectures  for  the  assistance  and  education  of 
those  articled  clerks  preparing  for  the  institute's  Examinations. 
II. — ^The  number  of  presentations  during  the  year  to  the 
Library  was  29. 
The  attendances  at  the  Library  have  been  as  follows : — 
For  the  year  ended  31st  March  1905     . .        . .        8,077 
II  •*  11  1906     ..        ..        8.203 

There  have  been  4,795  attendances  in  the  Members'  Room,  as 
against  4^1  in  the  previous  year. 

12.— The  Chartered  Societies  Protection  Bill,  having  for  its 
object  the  provision  of  a  simple  procedure  to  restrain  unauthor- 
ised persons  from  using  the  professional  designations  and 
distinctive  initials  recognised  by  the  public  as  denoting  member- 
ship of  these  Societies,  which  was  introduced  in  the  last  session 
of  Parliament,  having  been  opposed  was  withdrawn.  The  Bill 
has  been  re-introduoed  this  session. 

13.— The  Public  Trustee  and  Executor  Bill  is  again  before  the 
Hoase  of  Commons.    The  Bill  as  it  now  stands  contains  a  clause 


which  has  been  inserted  by  the  promoters  largely  through  the 
efforts  of  Mr.  J.  S.  Harmood-Banner,  F.C.A.,  M.P.,  n  member  of 
the  Council,  and  which  provides  that  the  Lord  Chancellor  may 
make  rules  inter  alia  '.'in  relation  to  the  employment,  with 
"respect  to  any  trust,  of  bankers,  solicitors,  accountants, 
"  brokers,  and  other  persons  who  have  been  habitually  employed 
"  by  the  person  creating  that  trust  or  in  relation  to  that  trust." 

The  Council  are  of  opinion  that  the  Bill  is  not  in  the  interest 
of  the  public  or  the  profession,  and  that  all  the  requirements  of 
the  public  in  this  direction  are  met  by  the  provisions  of  the 
Judicial  Trustees'  Act,  1896.  A  Government  Bill  on  this  subject 
has  recently  been  read  a  second  time  in  the  House  of  Lords. 
Both  these  Bills  are  receiving  the  attention  of  the  Council. 

14. — The  Council  last  session  lodged  a  petition  in  the  House  of 
Commons  against  a  Bill  introduced  by  an  insurance  company, 
under  which  powers  were  sought  to  enable  it  to  carry  on  duties 
hitherto  largely  undertaken  by  members  of  the  Institute. 

On  an  undertaking  by  the  promoters  to  amend  the  Bill,  the 
Council  withdrew  their  objection ;  but  the  Bill  was  subsequently 
thrown  out  on  the  third  reading  on  general  grounds. 

15.— The  Prevention  of  Corruption  Bill  and  the  Limited 
Partnership  Bill,  which  are  now  before  the  Houses  of  Parlia- 
ment, are  receiving  the  careful  attention  of  the  Council. 

16. — The  Transvaal  Accountants*  Ordinance,  which  was  passed 
by  the  Legislative  Council  of  the  Transvaal  in  1904,  has  been 
continuously  under  the  consideration  of  the  Council  during  the 
past  year.  The  Council  applied  that  the  Institute  should  be 
included  amongst  the  Societies  or  Institutes  of  Accountants 
whose  membership  should  be  declared  to  be  sufficient  by  the 
Bye-Laws  of  the  Society  for  the  time  being  in  force  to  entitle 
to  registration  under  the  Ordinance.  The  Bye-laws  contain  a 
provision  to  this  effect,  but  the  Ordinance  requires  residence  in 
the  Transvaal  as  a  condition  of  registration. 

During  the  year  the  Council  have  been  in  correspondence  with 
the  Colonial  Office  and  the  Transvaal  Society  of  Accountants 
with  regard  to  the  Ordinance,  which  seemed  to  them  to  place 
limitations  on  the  rights  of  members  of  the  Institute  to  pro- 
ceed to  the  Transvaal  by  the  direction  of  clients  in  England 
or  elsewhere  for  the  purpose  of  doing  professional  work  in 
connection  with  the  accounts  of  businesses  there.  In  a  letter 
from  the  Transvaal  Society  to  the  Secretary  to  the  Treasury, 
Pretoria,  dated  the  7th  October  1905,  and  forwarded  to  the 
Institute  by  the  Colonial  Office,  the  following  paragraph 
occurs: — "  The  Council  holds  that  only  if  such  visiting accoun- 
*'  tant  sets  up  an  oflQce  here  and  holds  himself  forth  to  the 
"  public  as  an  accountant  desiring  professional  work  are  they 
"  entitled  to  take  cognisance  of  him,  and  in  such  instances  the 
"  Council  has  taken  up  the  position  that  the  Ordinance  makes 
"it  illegal  for  the  visiting  accountant  so  to  hold  himself  out 
"  unless  he  first  obtains  admission  to  the  Register." 

The  subject  continues  to  receive  the  attention  of  the  Council. 

17. — Legislation  wiih  the  object  of  obtaining  registration  for 
accountants  has  been  promoted  in  Australia  and  other  Colonies, 
and  has  received,  and  is  receiving,  the  attention  of  the  Council 
with  a  view  to  protecting  the  interests  of  members. 

It  is  extremely  difficult  to  keep  in  touch  with  legislation 
promoted  in  the  distant  parts  of  the  empire,  and  the  Couneil 
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appeal  to  members  of  the  Institute  practising  or  resident  in 
Colonies  in  which  legislation  is  proposed,  to  communicate  at 
once  with  the  Institute  in  order  that  the  matter  may  not 
escape  notice,  and  that  the  rights  of  members  practising 
abroad  may  not  be  prejudiced. 

18.— An  application  to  the  Privy  Council  for  a  Royal  Charter 
of  Incorporation  by  a  Colonial  Institute  of  Accountants  has  been 
refused. 

19.— A  Departmental  Committee  has  been  appointed  by  the 
President  of  the  Local  Government  Board  to  enquire  and  report 
^with  regard  to : — 

(i)  The  systems  on  which  the  accounts  of  Local  Authorities  in 
England  and  Wales  are  at  present  kept. 

(2)  Generally  as  to  the  system  on  which  the  accounts  of  the 

various  classes  of  Local  Authorities  should  be  kept,  and 
in  particular  whether  such  accounts  should  be  prepared 
on  a  system  requiring  the  entries  of  receipts  and  pay- 
ments to  be  confined,  as  far  as  possible,  to  actual 
receipts  and  payments  of  money  or  not. 

(3)  The  regulations  which  should  be  made  on  the  subject, 

regard  being  had  to  the  necessity  for  showing  accurately 
the  amounts  raised  by  local  taxation  and  the  purposes 
for  which  they  are  expended. 

The  President  of  the  Institute  has  been  appointed  a  member 
of  that  Committee. 

20.— The  President  of  the  Board  of  Trade  has  appointed  a 
Committee  to  inquire  into  and  report  upon  the  effect  of  the  laws 
in  force  in  the  United  Kingdom  in  relation  to  bankruptcy,  deeds 
of  arrangement,  and  compositions  by  insolvent  debtors  with 
their  creditors,  and  the  prevention  and  punishment  of  frauds  by 
debtors  on  their  creditors.  The  Vice-President  of  the  Institute 
has  been  appointed  a  member  of  the  Committee. 

21.— Mr.  Edwin  Waterhouse,  F.C.A.,  was  appointed  a  member 
of  the  Departmental  Committee  of  the  Board  of  Trade,  which  has 
been  selected  to  enquire  into  the  amendments  necessary  in  the 
Joint  Stock  Companies  Acts. 

The  points  to  which  the  attention  of  the  Committee  was 
directed  are  as  follows: — 

(i)  The  growing  practice  of  issuing  companies  without  a 
prospectus. 

(2)  The  registration  outside  England  of  companies  carrying 

on  business  in  England  and  appealing  to  English 
investors. 

(3)  The  extension  of  the  provisions  of  the  Act  of  1900  with 

regard  to  the  registration  of  mortgages  and  charges  to 
include  all  mortgages  and  charges,  and  not  only  those 
created  since  the  ist  January  190X. 

(4)  The  amendment  of  Table  A  of  the  Act  of  1862. 

22.— The  Council  regret  to  have  to  record  the  death  of  Mr. 
Thomas  Browning,  F.C.A.,  Manchester,  an  original  member  of 
the  Council,  and  Mr.  Charles  Beevers,  F.C.A.,  Leeds.  These 
vacancies  have  been  filled  by  the  election  of  Mr.  Theodore 
Gregory,  F.CA.,  Manchester,  and  Mr.  John  Gordon,  F.C.A., 
Leeds. 

33.— The  following  members  of  the  Council  retiring  under 
Bye-Law  4  are  eligible  for  re-election  :— 


Jq^N  Hartley  Blackburn, 

Walter  Bleasb, 

Eric  Mackay  Carter, 

John  Ganb, 

John  George  Griffiths, 

Charlbs  Fitch  Kemp, 

Adam  Murray, 

George  Sneath, 

Thomas  Wise. 
24.— The  Auditors,  Mr.  Gerard  van  de  Linde,  F.C.A.,  and  Mr. 
Edward  Hobbs,  F.CA,  retire  in  conformity  with  Bye-Law  no, 
but  are  eligible,  and  offer  themselves,  for  re-election. 

25.— -The  Accounts  of  the  past  year,  duly  audited,  are  annexed 
to  this  report. 


4th  April  1906. 


JOHN   GANE. 

President. 


The  Report  and  Accounts  having  been  taken  as  read  the 
President  then  delivered  his  address  as  follows: — 
President's  Address. 


The  President,  in  moving  the  adoption  of  the  Report 
and  Accounts,  said :  I  have  to  express  on  behalf  of  the 
Vice-President  his  regret  that  owing  to  his  having  to  attend 
the  first  meeting  of  a  Government  Committee,  upon  which 
he  is  sitting  for  the  purpose  of  inquiring  into  the  bank* 
ruptcy  laws,  he  is  unable  to  be  here  to-day.  He  asked  me 
also  to  suggest  to  the  members  that  if  they  had  any  points 
connected  with  the  laws  of  bankruptcy  wiiich  they  thought 
would  be  of  advantage  to  be  ventilated  before  the  Com- 
mittee they  should  send  to  the  Secretary,  Mr.  Colville,  any 
communications  which  they  might  have  to  make  on  the 
subject.  I  trust  all  you  gentlemen  who  are  interested  in  the 
bankruptcy  laws  will  follow  up  that  suggestion  with  some 
definite  ideas  as  to  what  ought  to  be  done.  Gentlemen,  as 
President  for  the  time  being  I  have  now  the  pleasure  to 
move  the  adoption  of  the  Report  and  Accounts  for  the  year 
1905. 

The  financial  condition  of  our  Institute  affords  evidence 
of  continued  and  satisfactory  progress.  The  surplus  of 
income  over  expenditure  during  the  year  was  £3,17^  5s.  jd. 

As  compared  with  1904  the  receipts  show  an  increase  of 
;f  112  2S.  id.,  whilst  the  expenditure  shows  a  decrease  of 
;f  202  5s.  8d. 

The  reduction  in  expenditure  is  mainly  accounted  for  by 
the  «o«-recurr6nce  of  certain  special  charges  in  last  yeaf  s 
accounts — such  as  the  cost  of  the  Autumnal  Meeting  Book, 
Revision  of  Bye-Laws,  Advertising^  Bye-Laws  in  the 
London  Gazette,  Repairs  to  Hall  and  Offices,  Share  of 
Expenses  of  Chartered  Bodies  Joint  Committee,  &c.  Oa 
the  other  hand,  there  are  increases  under  the  heads  of 
Salaries  and  Pensions,  Rates  and  Taxes,  Law  Charges, 
Special  Law  Charges  in  connection  with  the  Transvaal 
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Ordinance,  and  a  ruw  charge  against  Income  for  Allow- 
ances to  Provincial  Students'  Societies. 

It  is  natural  to  expect  that  in  a  laiige  Institution  such  as 
ours  each  year  will  have  exceptional  operations,  if  there- 
fore any  advantage  would  accrue  from  so  doing  it  would 
always  be  difficult  to  ascertain  the  amount  which  might 
be  considered  as  normal  expenditure. 

As  regards  membership,  our  numbers  increased  from 
3,238  to  3,399,  afffr  alloiving  for  losses  through  d^ath, 
retirement,  or  other  causes.    It  is  now  3,480. 

The  number  of  candidates  examined  was  1,109. 

The  Balance  Sheet  shows  that,  at  December  31st  1905, 
the  investments  at  cost  (exclusive  of  the  Robert  Fletcher 
Prixe  Fund  and  the  Sinking  Fund)  amounted  to 
;£ 1 8,636  OS.  6d.,  as  compared  with  ;^  16, 182  os.  3d.  at 
I>eoeinber  31st  1904.  Subsequent  investments  during  this 
year    bring    up    the    amount    to    a    present    total    of 

^21^89  I2S.  id. 

At  our  1904  and  1905  annual  meetings  attention  was 
directed  to  the  leasehold  character  of  our  premises ;  it  may 
therefore  be  of  interest  to  our  members  to  learn  that  the 
freeholders  are  contemplating  a  sale  of  their  property. 
Their  representatives  have  approached  the  Institute  on  the 
subject,  but  at  present  the  matter  has  not  gone  beyond  the 
bounds  of  preliminary  consideration. 

It  is  with  deep  regret  that  I  refer  to  the  serious  losses 
the  Council  has  sustained  by  the  deatih  of  Mr.  Charles 
Beevers  and  Mr.  Thomas  Browning.  Mr.  Beevers  had 
manifestly  been  in  failing  health  for  some  time  prior  to  his 
decease,  but  Mr.  Browning  carried  his  eighty  and  odd  years 
with  such  evident  ease  that  the  tidings  of  his  death  came  as 
a  great  shock. 

Members  will  have  noted  with  pleasure  that  His  Majesty 
the  King  has  conferred  the  honour  of  knighthood  upon  a 
popular  Past-President  of  this  Institute,  Mr. — now  Sir — 
Walter  Newton  Fisher. 

Coming  now  io  a  consideration  of  general  matters,  I 
allude  first  of  all  to  the  Joint  Committee  of  the  Chartered 
Accountant  Societies.  Whilst  it  is  generally  recognised 
that  great  advantage  might  accrue  from  joint  action  by  all 
these  Societies,  there  is  a  difficulty,  not  as  yet  surmounted, 
in  attempting  to  assimilate  the  different  Rules  and  Regula- 
tions. Mr.  Harmood-Banner,  M.P.,  Mr.  Knox,  and  myself 
had  the  privilege  in  October  last  of  being  the  guests  of 
Mr.  Carter,  the  President  of  the  Edinburgh  Society  of 
Chartered  AccouxKtants,  and  we  took  the  opportunity  of 
informally  discussing  with  him  and  with  Mr.  Richard 
Brown,  the  Secretary,  some  of  the  matters  involved.  Since 
that  time  I  have  had  other  informal  interviews  with 
Mr.  Carter,  and  he  is  preparing  certain  suggestions  which 
will  be  passed  on  for  consideration  by  the  proper 
Cominittee. 
Members  will  have  observed  that  in  the  notice  convening 


this  meeting  there  is  an  announcement  of  the  terms  of  a 
motion  to  be  brought  forward  by  Mr.  E.  D.  White,  the 
President  of  the  Liverpool  Society  of  Chartered  Account- 
ants, on  the  subject  of  registration  for  accountants.  On 
this  point  I  should  like  to  tell  you  that  there  is  a  feeling 
that  it  would  not  be  to  the  advantage  of  the  Institute  to 
discuss  this  matter  at  a  general  meeting  until  it  has  had  the 
very  full  consideration  of  the  Council.  (Hear,  hear.)  Up 
to  now  that  has  not  occurred.  The  matter  has  been  men- 
tioned ;  naturally  it  comes  before  us  in  a  variety  of  ways, 
but  up  to  now  it  has  not  been  considered  officially  by  the 
Council.  I  put  this  matter  to  Mr.  White,  and  he  very 
promptly  recognised  the  peculiar  position  involved,  and 
considered  that  we  were  perfectly  correct  in  suggesting  that 
he  should  defer  any  movement  in  connection  with  this 
matter  until  the  Council  themselves  had  very  carefully 
gone  into  and  examined  all  the  points  involved.  There- 
fore you  will  noit  be  asked  to  consider  the  motion  of  which 
notice  has  been  given  by  Mr.  White,    (Hear,  hear.) 

Following  the  intimation  given  in  last  year's  Presidential 
address,  the  Council  has  given  financial  assistance  to  six 
provincial  Students'  Societies.  It  is  hoped  that  thereby 
encouragement  will  be  afforded  to  students  to  attend 
regularly  all  the  classes  and  lectures  held  for  their  special 
instruction  and  benefit.  The  Council's  scheme  of  assist- 
ance may  possibly  require  some  reconsideration  as  time 
goes  on. 

It  has  been  found  that  the  privilege  accorded  to  articled 
clerks  of  using  the  Library  and  principal  lavatories  of  the 
Institute  has  resulted  in  very  serious  inconvenience  to 
members  generally.  So  many  complaints  have  been 
received  as  to  the  practical'  impossibility  under  present 
conditions  of  members  obtaining  information  and  comfort- 
able accommodaition  in  their  own  Hall  that  the  Council  has 
decided,  as  soon  as  practicable,  to  give  articled  clerks  the 
conditional  use  of  certain  rooms  and  lavatories  in  the  base- 
ment of  the  building,  by  which  they  will  have  all  needful 
facilities  for  study  without  entrenching  upon  the  privileges 
and  comfort  of  our  members. 

Permit  me  to  refer  to  the  large  number  of  Associates 
who,  though  qualified  by  having  been  in  practice  for  five 
years  to  become  Fellows,  have  hitherto  failed  to  take  up 
their  Fellowships.  Possibly  in  some  instances  this  con- 
dition arises  from  pure  forgettulness,  whilst  in  others  the 
consideration  of  extra  expense  may  be  the  deterrent ;  but 
from  whatever  cause  it  may  arise,  I  appeal  to  such  members 
to  assume  their  proper  rank  in  our  body.  The  position  of 
Fellow  of  our  Institute  is  a  very  honourable  one,  which 
ought  to  be  secured  at  the  earliest  possible  moment.  On 
this  point  the  Secretary  has  just  informed  me  that  the 
applications  for  Fellowship  during  thisycunent  year  show 
an  increase.  Digitized  by  VjC 
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The  past  yeax  has  been  prolific  in  producing  matter  for 
consideration,  in  connection  with  legislation  in  this  country 
and  in  the  Colonies  on  questions  vitally  affecting  our 
interests. 

First  and  foremost  there  is  the  Colonial  private  legisla- 
tion which  resulted  in  the  Transvaal  Ordinance  of  1904, 
and  the  Bye-laws  relating  thereto.  Partial  reference  to 
these  was  made  by  my  predecessor,  Mr.  Harmood-Banner, 
M.P.  I  would  remind  you  that  the  object  of  that  Ordi- 
nance is  to  restrict  the  user  of  the  title  of  "Accountant " 
in  that  Colony  to  certain  persons  registered  under  the 
Ordinance.  All  members  of  British  aitd  Irish  Chartered 
Accountant  Societies  and  Institutes  are,  under  the  Bye- 
laws,  ipso  facto  entitled  to  apply  to  be  registered,  but, 
after  the  expiration  of  six  months  from  the  passing  of  the 
Ordinance,  residence  in  the  Colony  became  a  condition 
precedent  to  registration.  Difficulties  have  arisen  already 
in  connection  with  this  condition.  An  action  was  brought 
by  one  of  our  members  to  compel  the  Transvaal  Society  to 
place  his  name  on  the  Register,  on  the  ground  that  his 
physical  presence  inside  the  borders  of  the  Colony  was 
sufficient  to  constitute  residence.  The  Judge  decided  in 
favour  of  the  Society,  and  gave  a  definition  of  the  phrase 
"  resident  in  the  Transvaal "  occurring  in  Bye-Law  No.  7. 
He  said  it  meant  more  than  physical  presence ;  it  meant 
that  a  man  was  residing  in  the  Transvaal  and  not  merely 
that  he  was  in  the  Transvaal.  The  member  in  question 
was  subsequently  admitted  to  registration  on  giving  to  the 
Society  a  sufficient  assurance  as  to  his  residence  in  the 
Colony. 

In  order  to  keep  in  close  touch  with  the  questions 
arising  out  of  the  Ordinance  and  Bye-laws,  your  Council 
has  been,  and  continues  to  be,  currently  advised  by 
Colonial  advocates  and  solicitors.  Correspondence  has 
also  passed  between  the  Council,  the  Transvaal  Society, 
and  the  Colonial  Office  with  the  view  of  obtaining  official 
information  as  to  the  scope  and  intention  of  the  enactment. 
I  will  ask  the  Secretary  to  read  to  you  three  important 
letters  on  the  subject.  A  reply  to  the  last  of  them  cannot 
be  reoeiyed  for  some  months  to  come. 
The  Secretary  then  read  the  following  correspondence : 
Moorgate  Place,  E.C., 

\5t  November  1905. 
Dear  Sir, — I  should  be  much  obliged  if  you  would 
kindly  state  for  the  information  of  the  Council  of  this 
Institute  what  construction  the  Council  of  your  Society 
propose  to  place  on  the  Transvaal  Ordinance  with 
regard  to  the  following  points,  viz. :  — 

Assuming  an  English  accountant  were  to  proceed  to 
the  Transvaal  by  the  direction  of  clients  in  England 
with  the  object  of  investigating  the  accounts  of  a 
business  in  the  Transvaal,  and  that  whilst  there  he 
limited  the  work  he  did  to  work  that  his  clients  in 


England  had  entrusted  to  him,  and  in  no  way  held 
himself  out  to  be  ready  or  willing  to  do  the  work  of  a 
public  accountant,  would  he  come  within  the  restric- 
tion imposed  by  the  Transvaal  Ordinance  or  Bye-laws, 
even  though  he  were  to  complete  and  sign  his  leport 
or  reports  before  he  left  the  limits  of  the  Colony? 

Further,  if  he  were — ^being  engaged  in  practice  in 
England,  and  having  received  instructions  from  a 
client  in  the  Transvaal,  or  elsewhere  in  South  Africa— 
to  proceed  to  the  Transvaal,  and  investigate  the 
accounts  of  a  concern  there,  would  he  be  permitted  to 
do  so  without  infringing  the  Ordinance  or  Bye-laws, 
and  could  he  then  make  his  reports  in  the  Transvaal 

or  not? 

Yours  faithfully, 

(Signed)    George  Colville, 

Secretary 
F.  E.  Roberts,  Esq.,  R^istrar, 

The  Transvaal  Society  of  Accountants. 


The  Transvaal  Society  of  Accountants, 

123  Exploration  Buildings, 

Johannesburg. 

loM  January  1906. 
George  Colville,  Esq., 

Secretary,  The  Institute  of  Chartered  Accountants, 
England.     Moorgate  Place,  London,  E.G. 

Dear  Sir, —Your  letter  of  the  ist  November  1905 
was  laid  before  a  meeting  of  my  Council  held  on  the 
8th  instant. 

For  the  information  of  the  Council  of  your  Institute 
ray  Council  desire  me  to  state  : — 

That  assuming  an  English  accountant  were  to  proceed 
to  the  Transvaal  by  the  direction  of  clients  in  England 
with  the  object  of  investigating  the  accounts  of  a 
business  in  the  Transvaal  and  that  whilst  there  he 
limited  the  work  he  did  to  the  work  that  the  clients  in 
England  had  entrusted  to  him,  and  in  no  way  held 
himself  out  as  being  ready  or  willing  to  do  the  work  of 
a  public  accountant,  he  would  not  come  within  the 
restrictions  imposed  by  the  Transvaal  Ordinance  or 
Bye-laws,  even  though  he  were  to  complete  and  sign 
his  report,  or  reports,  before  he  left  the  limits  of  the 
Colony. 

Further,  that  if  he  were— being  engaged  in  practice 
in  England,  and  having  received  instructions  from  a 
client  in  the  Transvaal,  or  elsewhere  in  South  Africa— 
to  proceed  to  the  Transvaal  and  investigate  the  accounts 
of  a  concern  there  he  would  do  so  without  infringing 
the  Ordinance  or  Bye-laws,  and  he  could  also  make  bis 
reports  in  the  Transvaal,  if  he  desired  to  do  so.  so  long 
as  he  did  not  hold  himself  out  as  practising  in  the 
Transvaal. 

Yours  faithfully, 

(Signed)  Fredk.  E.  Roberts, 
per  iy&.  M.  S., 
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Moorgate  Place,  E.C. 
5th  April  1906. 

Dear  Sir, — Your  letter  of  the  loth  January  1906  was 
yesterday  under  the  consideration  of  the  Council,  and  I 
am  directed  to  thank  the  Council  of  your  Society  for 
the  expression  of  their  views  of  the  proper  interpreta- 
tion to  be  placed  upon  the  Transvaal  Registration 
Ordinance,  which  (so  far  as  they  go)  are  satisfactory  to 
this  Institute. 

The  Council  would  be  obliged  for  a  further  expression 
of  the  opinion  of  your  Council  upon  the  following 
questions,  viz.  : — 

(a)  In  case  a  member  of  the  Institute  happened,  for 
either  business,  health,  or  pleasure,  or  for  any 
other  cause,  to  be  temporarily  in  the  Transvaal, 
and  were  asked  to  do  work  for  a  client,  either 
English,  South  African,  or  a  foreigner,  could  he 
undertake  and  complete  such  work  in  the  Colony 
without  being  registered  ? 

(b)  In  case  a  member  of  the  Institute  visits  the  Trans- 
vaal in  order  to  ascertain  the  prospects  of 
establishing  a  practice  there,  what  form  of 
assurance  of  continued  residence  does  the  Council 
of  the  Society  consider  it  is  entitled  to  require  from 
such  members  ? 

{c)  In  case  a  company  registered  under  Transvaal  law 
appoint  as  auditor  a   member  of  the  Institute 
resident  outside  the  Colony,  is  he  free  to  accept  the 
appointment  and  perform  his  duties  in  the  Trans- 
vaal without  being  registered  ? 
(<Q  In  cases  where  registration  is  considered  necessary, 
is  it  to  be  taken  that,  pending  the  decision  of  your 
Council  upon  an  application   for  registiation,  a 
member  of  the  Institute  being  in  the  Transvaal 
must  refrain  from  describing  himself  as  a  public 
accountant  on  his  office  or  otherwise  ? 
In  conclusion,  I  would  point  out  that,  in  view  of  the 
fact  that  the  Transvaal  Ordinances  relating  to  other 
professions  contain  no  restriction  as  to  residence,  and 
that  throughout  the  British  Empire  no  such  restriction 
exists  with  regard  to  the  accountant  or  any  other  pro- 
fessions, the  Council  trusts  that  your  Society  would  be 
prepared  to  accept  a  modification  of  the  Ordinance  in 
this  respect  in  regard  to  qualified  persons. 
Yours  faithfully, 
(Signed)      George  Colville, 
Secreiary. 
F.  E.  Roberts,  Esq.,  A.C.A., 
Registrar, 
The  Transvaal  Society  of  Accountants, 
123  Exploration  Buildings, 
Johannesburg,  Transvaal. 


It  will  be  observed  that  when  tendering  thanks  to  the 
Transvaal  Society  for  the  information  and  assurances  con- 
taJocd  in  their  letter  of  January  loth  1906,  the  Council  took 
the    opportunity  of  asking  for  specific  information  upon 


certain  other  points  in  order  that  all  ambiguities  and  mis- 
apprehensions as  to  the  effect  of  the  regulations  and  the 
construction  which  the  Transvaal  Society  might  place 
thereon  should  be  cleared  away. 

Before  leaving  this  subject  I  desire  to  state  that  the  letter 
which  appeared  in  The  Accountant  of  October  7th  1905,  over 
the  signature  "X.,"  headed  •*  The  Transvaal  Ordinance 
worse  than  Kruger,"  did  not  emanate  in  any  way  from  this 
Institute,  and  we  disclaim  any  responsibility  either  for  its 
publication  or  for  the  opinions  it  expressed.  It  should  be 
noted  that  an  editorial  comment  was  appended  to  the  letter 
in  the  following  words: — "There  are  many  assertions  in 
**  this  letter  which  would  have  been  better  if  accompanied 
"  by  chapter  and.  verse.*' 

I  mention  this  letter  because  it  was  especially  referred  to 
as  grossly  unfair  by  the  President  of  the  Transvaal  Society 
in  his  address  to  the  members  at  their  first  annual  meeting, 
and  because  it  is  very  desirable  that  the  Society  should 
know  that,  whilst  there  may  be  for  the  moment  some 
doubtful  points  to  be  cleared  up  between  us,  it  is  the  wish 
of  this  Institute  that  its  intercourse  with  the  Society  shall  be 
characterised  by  fair  and  friendly  feeling. 

A  Bill  for  the  Registration  and  Regulation  of  Public 
Accountants  in  Tasmania,  drawn  upon  much  the  same 
lines  as  the  Transvaal  Ordinance  and  containing  restric- 
tions as  to  residence,  came  before  the  notice  of  the  Council, 
and,  by  the  kindness  of  the  Agent-General,  personal  represen- 
tations were  made  respecting  the  same.  The  Bill,  which 
however  permitted  British  accountants  to  go  the  Colony  for 
temporary  work,  did  not  pass. 

One  of  the  leading  Guarantee  Societies  introduced  a  Bill 
last  session  under  the  provisions  of  which  the  Society 
could  become  Receivers  in  Chancery  and  thus  act  as  com- 
petitors with  ourselves,  but  we  were  able  to  arrange  as  to  a 
satisfactory  modification  of  the  clause  objected  to.  The 
Bill,  however,  did  not  get  through  the  final  stages. 

The  Chartered  Societies  Bill,  the  object  of  which,  as  my 
predecessor  informed  you,  is  to  protect  the  members  of 
twelve  Chartered  Societies  incorporated  for  improving  the 
status  and  training  of  the  professions  they  represent  from 
the  frauds  on  the  public  and  their  members  by  unauthor- 
ised persons  using  their  professional  designations  and  dis- 
tinctive initials,  has  again  been  introduced  into  the  House  of 
Commons.  This  Bill  was  blocked  in  the  session  of  1905,  at 
the  instance  of  the  Society  of  Accountants  and  Auditors, 
who  some  months  ago  took  credit  for  so  doing. 

From  recent  information  received  it  is  quite  probable  that 
the  same  course  is  being  taken  in  this  session.  It  seems  a 
somewhat  curious  coincidence  that  the  Society  which  is 
confessedly  responsible  for  the  failure  of  this  very  innocent 
Bill  should  be  the  very  Society  which  recently  failed  on  an 
interlocutory  application  in  the  Law  Courts  to  obtain  pro- 
tection for  its  own  title.    The  Bill  is  of  such  an  honest 
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nature -and  so  absolutely  for  the  protection  of  the  public 
that  it  is  very  difficult  to  understand  how  anyone  can  find  a 
legitimate  reason  for  opposing  it.  If  the  Society  of  Accoun- 
tants and  Auditors  will  introduce  a  Bill  with  the  similar 
object  of  protecting  its  own  members,  I  feel  justified  in 
stating  that  this  Institute  will  agree  not  to  oppose  it,  pro- 
vided that  the  Society  will  likewise  agree  that  their  opposi- 
tion to  the  Chartered  Societies  Bill  shall  cease.  In  some 
such  way  we  might  bring  about  a  satisfactory  solution  of 
the  difficulty  hitherto  experienced.  The  Chartered  Societies 
seek  no  monopoly,  and  have  certainly  no  desire  to  do  any- 
thing to  prejudice  the  interests  of  the  Society  of  Accoun- 
tants and  Auditors. 

The  Public  Trustee  Bill,  introduced  into  Parliament 
during  this  session,  is  not  regarded  by  the  Council  as  being 
in  the  interest  of  the  public  or  of  this  Institute,  notwith- 
standing an  amendment  of  one  of  the  clauses  which  Mr. 
Harmood-Banner,  M.P.,  was  successful  in  obtaining.  Mr. 
Banner  was  persistent  in  opposing  the  Bill  in  all  its  stages. 
I  understand  that  the  Bill  has  now  been  dropped. 

The  Prevention  of  Corruption  Bill  and  the  Limited 
Partnership  Bill  are  worthy  of  the  close  attention  of  our 
members;  they  will  be  carefully  watched  by  the  Council. 

Two  days  ago  I  saw  for  the  first  time  '^  A  Bill  to  provide 
for  the  Audit  of  the  Capital  Accounts  of  certain  Trusts." 
Our  energetic  ex-President,  Mr.  Harmood-Banner,  is  one  of 
the  M.P.'s  responsible  for  introducing  it.  Briefly,  it  pro- 
vides for  a  compulsory  annual  audit  of  trust  accounts  by  a 
member  of  our  Institute,  a  member  of  the  Society  of 
Accountants  and  Auditors,  or  by  a  bank  manager.  The 
auditor  must  send  to  each  of  the  trustees,  and  to  any 
beneficiary  applying  for  the  same,  a  certified  report  as  to 
the  correctness  of  the  accounts,  showing  the  properties  of 
the  trust  estate,  the  names  in  which  they  stand,  the  names 
of  the  persons  with  whom  the  securities  are  deposited,  and 
any  other  material  particulars. 

The  Bill  should  commend  itself  to  everyone  as  being 
absolutely  in  the  public  interest.  That  it  may  incidentally 
benefit  our  profession  is  a  satisfactory  feature  from  our 
point  of  view.  Considering  the  multitude  of  instances  of 
misappropriation  of  funds  which  have  become  publicly 
known  during  the  last  few  years  in  connection  with  trust 
affairs,  the  Bill  is  not  brought  in  a  moment  too  soon,  and 
any  of  our  members  having  acquaintance  with  members  of 
Parliament  would  do  well  to  use  their  influence  towards 
making  this  Bill  become  law.  The  Bill  is  down  for  second 
reading  to-day. 

As  evidence  of  the  growing  importance  of  our  body  I 
point  with  great  satisfaction  to  the  fact  that  at  the  present 
time  our  Institute  is  represented  on  three  Government  Com- 
mittees—viz., by  Mr.  Waterhouse  on  the  Committee  to 
amend  the  Companies  Acts  ;  by  your  President  on  the 
^.ommittee  to  inquire  into  the  systems  of  Accounts  of  Local 


Authorities;  and^  by  your  Vice-President  on  the  Com- 
mittee to  inquire  into  the  Bankruptcy  Laws. 

With  regard  to  the  first  of  these  Committees  it  is  greatly 
to  be  desired — as  was  mentioned  by  my  predecessor  at  onr 
last  annual  meeting— that  Mr.  Waterhouse  may  be  enabled, 
amongst  other  matters,  to  obtain  a  satisfactory  recognition 
of  the  rights  of  outgoing  auditors,  and  to  ensure  that,  in  the 
absence  of  sufficient  notice  of  motion  to  the  contrary,  the 
outgoing  auditor  shall  be  re-elected.  As  the  law  now  stands 
the  appointment  of  auditor  is  an  annual  afifair,  and  it  is 
competent  for  any  shareholder  at  the  general  meeting  of  a 
company  to  propose  as  auditor  for  the  ensuing  year  some 
person  other  than  the  retiring  auditor.  It  may  be  said  that, 
as  a  general  rule,  the  retiring  auditor  is  re-elected,  but  there 
have  been  many  exceptions,  involving  considerable  bard- 
ships  to  individuals  and  possible  loss  of  credit  to  the  com- 
panies concerned,  where,  for  no  apparent  reason  but  possibly 
with  some  interested  object,  the  retiring  auditor  has  been 
passed  over  without  notice  of  any  sort. 

Many  of  our  members  are  under  the  impression  that  a 
member  oi  our  body  may  not  accept«an  appointment  from 
which  another  member  has  been  unwillingly  excluded. 
Although  there  is,  as  I  am  happy  to  know,  an  immense 
amount  of  good  feeling  amongst  our  members,  in  such  cases 
no  rule  of  etiquette  can  be  said  to  exist,  as  the  Council  has 
no  power  under  the  Charter  to  enforce  it ;  moreover,  the 
source  of  action  is  not  in  the  person  elected  but  in  the 
shareholders  who  elected  him.  In  many  of  such  cases  of 
hardship  the  newly-elected  auditor  has  to  face  the  choice  of 
accepting  the  appointment  or  of  seeing  it  pass  into  the  hands 
of  some  other  person  who  was  not  the  retiring  auditor.  All 
these  considerations  show  the  great  necessity  which  exists 
for  a  statutory  provision  as  to  notice. 

The  Council  has  been  able  to  support  one  of  the  members 
of  the  Institute  in  opposing  an  appeal  against  a  decision  m 
his  favour  by  one  of  His  Majesty's  Judges.  The  circum- 
stances were  somewhat  unusual.  The  member  in  question 
was  appointed  by  the  Court  as  receiver  to  protect  the 
property  of  the  debenture-holders,  and  was  empowered  by 
the  order  to  borrow  ;f  500  for  the  purpose  of  preserving  the 
property.  He  did  borrow  that  sum  in  three  amounts,  and 
the  debenture-holders  themselves  lent  the  money,  taking 
formal  charges  on  the  property  as  their  security. 
Eventually  the  assets  realised  were  not  sufficient,  after  pay- 
ing the  expenses  of  management  and  receivership,  to  satisfy 
the  charges  given  to  the  debenture-holders,  and  they  applied 
to  the  Judge  that  the  receiver  might  be  ordered  personally 
to  repay,  with  interest,  the  sums  advanced  by  them  on  such 
charges.  Their  application  failed,  and  they  appealed.  The 
Court  of  Appeal  decided  that  there  was  nothing  in  the  case 
to  displace  the  receiver's /««^  facie  right  to  be  indemnified 
before  the  debenture-holders  were  i^itled^U^Tceceive 
anything.  ,gitized  by  V^ODgir 
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On  the  sabject  of  discipline  I  have  to  state  that  there 
have  been  very  few  exclasions  or  suspensions  during  the 
year.  One  of  the  suspensions  was  in  the  case  of  a  member 
who  gave  a  certificate  relating  to  various  vouchers,  receipts, 
and  paid  cheques  in  some  "bucket-shop"  transactions. 
That  certificate  was  considered  by  the  Council  to  be  an 
improper  one.  and  calculated  to  encourage  gambling  in  such 
transactions.  Moreover,  it  was  contained  in  a  kind  of  pro- 
spectus, apparently  issued  broadcast,  wherein  special  atten- 
tion was  directed  to  the  fact  that  the  figures  had  been 
certified  by  a  Chartered  Accountant. 

I  draw  attention  to  the  fact  that  in  certain  districts  the 
names  of  some  of  our  members  are  inserted  in  large  type  in 
the  Post  Office  and  Telephone  Directories.  Such  insertions 
are  almost  invariably  paid  for,  and  the  members  so  acting 
are  unwittingly  laying  themselves  open  to  a  charge  of  adver- 
tising. The  Societies  in  the  districts  where  the  practice  is 
most  prevalent  have  promised  to  invite  members  to  refrain 
from  the  practice. 

The  Association  of  Accountants  in  Montreal  celebrated 
last  year  the  twenty-fifth  anniversary  of  its  incorporation, 
and  your  Council  has  sent  a  suitable  letter  of  congratulation. 

A  few  earnest  words  are  necessary  at  this  time  with  refer- 
ence to  the  Chartered  Accountants'  Benevolent  Association. 
I  wish  to  commend  to  our  members  the  powerful  appeal 
which  has  recently  been  made  by  the  President  of  the 
Association  (Mr.  Waterhouse)  for  further  contributions  or 
sabscriptions.  As  an  instance  of  the  timeliness  of  the 
appeal,  even  if  only  as  a  reminder,  I  can  quote  my  own 
case.  I  looked  at  the  list  and  found  I  had  only  given 
twenty-five  guineas.  That  amount  shall  be  increaised  to 
fifty  guineas,  and  one  of  my  partners  will  likewise  give  a 
contribution.  Suggestions  have  been  made  that  the  Institute 
should  contribute  directly  to  the  Association,  but  the  Council 
has  no  power  so  to  apply  the  funds.  The  meeting  of  the 
Association  will  be  held  here  at  the  close  of  our  proceedings, 
and  I  have  the  authority  of  the  President  to  invite  any  of  our 
members  to  remain  and  hear  what  he  has  to  say. 

I  am  glad  to  know  that  the  Chartered  Accountants'  Golf 
Club  is  vigorously  flourishing.  Golf  is  a  game  to  be  highly 
commended,  as  it  not  only  interests  the  player  but  benefits 
him  to  a  remarkable  degree  by  affording  reasonable  outdoor 
exercise ;  whilst  the  system  of  equitable  handicapping  does 
away  with  all  inequalities  resulting  from  difference  in  skill 
and  the  effect  of  increasing  years.  In  a  word,  old  and  young 
can  compete  with  one  another  on  satisfactory  terms. 

I  -wish  to  call  the  attention  of  the  members  to  an  Institution 
which  has  existed  for  nearly  twenty  years  in  our  midst,  and 
wbidi  has  had  the  effect  of  enabling  many  members  of  the 
pfx>fession  to  make  the  acquaintance  of  each  other — namely, 
'*  The  Chartered  Accountants'  Dining  Club." 

Tl&is  dnb  meets  as  a  rule  at  one  of  the  principal  restaurants 


in  London  (lately  the  Savoy  Hotel),  and  the  subscription  is 
only  the  nominal  one  of  los.  per  annum. 

I  understand  that  a  meeting  of  the  Committee  was  held 
yesterday  afternoon,  when  it  was  decided  to  increase  the 
membership  to  150  members  elected  by  the  Committee,  not 
including  the  Council. 

The  cost  of  the  dinners  is  15s.  each  for  members  and  £\ 
each  for  guests,  which  includes  the  dinner,  the  special 
entertainment  which  is  always  provided  after  the  dinner,  and 
refreshments  during  the  evening. 

The  Club  is  well  supported  by  the  Council,  in  fact,  with 
very  few  exceptions  (one  of  them  unfortunately  being 
myself),  we  all  belong  to  it.  I  trust  that  as  a  result  of  this 
rearrangement  many  applications  for  membership  will 
follow. 

In  conclusion  it  will  be  seen  that  the  Council  and  the 
various  Committees  of  the  Institute  have  had  a  busy  year, 
and  I  venture  to  express  the  hope  that  their  labours  may 
have  tended  to  the  increased  prosperity  of  our  members 
generally. 


I  now  beg  to  move  the  adoption  of  the  Report  and 
Accounts  for  the  year  1905,  and,  in  the  absence  of  our 
Vice-President,  I  will  call  upon  Mr.  Whinney  to  second 
the  motion. 

Mr.  Frederick  Whinney,  F.C.A.,  seconded  the  motion, 
and  in  doing  90  said  he  would  like  to  say  a  few  words  on 
what  had  fallen  from  the  President  in  reference  to  the 
Registration  Bill.  At  one  time  registration  and  amalgama- 
tion were  very  much  in  his  thoughts,  and  the  matter  was 
brought  before  the  Council,  and  also  before  a  meeting  of 
the  members.  A  vote  was  taken,  and  the  members 
generally  did  not  consider  it  desirable  to  amalgamate,  but 
he  for  one  had  steadfastly  before  him  the  idea  that  prac- 
tising accountants  ought  to  be  raised  into  a  profession— a 
profession  in  which  no  one  should  be  allowed  to  practise 
unless  he  was  a  member  of  a  well-known  Society,  or  could 
show  that  he  was  in  practice  as  an  accountant,  and  had 
been  for  a  certain  time.  He  had  been  all  along,  and  still 
was,  an  advocate  for  registration  with  restrictive  legislar 
tion,  but  theie  were  a  great  many  difficulties  connected 
with  it,  and  it  was  nieoessary  to  consult  all  the  local 
Societies,  as  also  the  Scotch  and  Irish  Societies,  and  take 
their  views  on  the  matter.  Personally,  he  had  taken  part 
in  the  drafting  of  two  or  three  Bills,  and,  if  called  upon,  he 
intended  to  do  the  same  in  futuTe.    (Applause.) 

The  President  then  invited  discussion. 

Mr.  C.  P.  Crookenden,  F.C.A.  (London),  said  the  Presi- 
dent in  his  speech  had  referred  to  the  fact  that  a  good  many 
Associates  who  had  been  in  practice  for  five  years  had  not 
taken  up  their  Fellowship.  He  believed  he  was  right  in 
stating  that  the  entrance  fee  was  ten  guineas  and  that  the 
annual  subscription  was  five  guineas.     It  soemed  to  hi'' 
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that  this  was  rather  a  large  subscription,  and  from  the 
accounts  now  submitted  the  Institute  appeared  to  have 
rather  a  superabundant  income.  It  appeare<l  that  the  only 
way  to  make  an  alteration  would  be  to  get  some  alteration 
in  the  Charter  itself.  He  did  not  know  if  it  would  be  worth 
while  to  consider  wihether  the  fees  of  the  Fellows  in 
practio©  should  be  reduced.  lie  noticed  from  the  accounts 
that  they  varied  from  five  guineas  down  to  two  guineas. 
If  a  reduction  were  made  he  thought  there  would  be  a 
great  many  more  Fellows,  and  he  for  one  would  certainly 
join  the  Benevolent  Association.  At  present  he  thought 
the  fee  of  five  guineas  for  a  London  Fellow  in  practice  was 
higher  than  it  need  be. 

The  President,  in  reply,  said  that  no  doubt  Mr. 
Crookenden  was  aware  that  the  fees  and  subscriptions 
were  embodied  in.  the  Charter  and  Bye-laws.  It  would  be 
a  very  awkward  proceeding  to  attempt,  at  any  rate  for  the 
present,  any  alteration,  however  desirable  it  might  be. 

Mr.  T.  Douglas,  F.C.A.  (Johannesburg  and  London), 
said  he  would  like,  as  one  of  the  members  of  the  Transvaal 
Society  of  Accountants,  to  acknowledge  with  gratitude  the 
very  sympathetic  terms  in  which  the  President  had  dealt 
with  the  question  of  the  Transvaal  Ordinance  that  day. 
He  was  bound  to  say  that  the  over-sea  members  of  British 
Institutes  or  Corporations  of  Chartered  Accountants  had 
not  always  received  such  sympathy.  He  was  also  deeply 
grateful  to  the  President  for  taking  the  opportunity  of 
referring  to  that  unfortunate  letter  which  appeared  last 
October.  He  was  sure  he  was  only  voicing  the  views  of 
those  over-sea  Chartered  Accountants,  whether  members  of 
this  Institute  or  members  of  the  other  Scotch  or  Irish  Char- 
tered Accountants'  Societies,  when  he  said  they  were  sur- 
prised that  no  notice  was  taken  at  the  time  that  letter  was 
written.  They  did  not  wish  to  cast  any  reflection,  or  to 
suggest  any  names,  but  it  was  perfectly  obvious  to  some 
of  them  that  that  letter  could  only  in  part  have  been,  how- 
ever mistakenly,  inspired  by  someone  who  had  been  very 
intimately  in  their  midst,  and  he  was  very  thankful  to  the 
President  for  being  good  enough  to  speak  in  the  terms  in 
which  he  had  of  a  letter  which  was  nothing  more  nor  less 
— he  ventured  to  say  so  in  the  name  of  his  colleagues — ^than 
a  gross  libel.  Most  of  them  had  left  this  country  at  the 
suggestion  of  clients,  and  their  desire  was  to  keep  alive  the 
principles,  in  their  best  fashion,  that  they  had  had  incul- 
cated in  that  building  at  all  times.  (Hear,  hear.)  Now,  if  he 
might  be  permitted,  he  would  like  to  offer  one  or  two  other 
remarks.  In  the  first  place,  he  wished  to  ask  what  was 
covered  by  the  special  law  charges.  He  had  no  desire  to 
call  in  question  legal  action ;  he  had  no  desire  to  suggest 
that  this  money  had  probably  been  spent  ultra  vires,  seeing 
that  the  Institute's  jurisdiction  was  limited  to  England 
and  Wales.  He  threw  aside  all  those  questions  for  the 
Durpose  of  coming  to  the  kernel  of  the  matter.    They  were 


compelled  as  a  Transvaal  Institute  or  Society  to  test  this 
question  of  residence  at  the  instance  of  one  of  the  members 
of  this  Institute.     The  case,  fortunately  for  the  members 
of  the  Transvaal  Society,  went  in  their  favour,  for  this 
question  of  residence  was  not  quite  the  simple  matter  which 
it  appeared.    It  was  probably  comparatively  simple  on  this 
side  of  the  water ;   but  on  the  other  side,  surrounded  as 
they  were  by  other  Colonies  which  had  no  restrictive  legis- 
lation, it  was  a  matter  of  very  serious  importance  to  them 
to  be  able  to  see  that  nobody  could  absolutely  wrest  from 
them  the  fruits  of  their  legislation.     He  wished  to  remind 
the  members  present — and  he  could  not  do  it  too  strongly 
— that  this  Bill  was  not  procnoted  by  the  Chartered  bodies 
of   South  Africa.     It   was  promoted   by   the   Society    of 
Accountanits  and  Auditors.     The  Chariered  Accountants 
tried  to  come  to  terms  with  them  to  see  that  th^  should 
give  them  a  reasonable  Bill,  and — he  spoke  with  intimate 
knowledge — ^they  could  have  wrecked  the  Bill  before  the 
Select   Committee,    as   was   apparent   from   the  evidence 
which  was  in  the  possession  of  the  Secretary  of  this  Insti- 
tute.   But  the  onus  of  wrecking  a  Bill  which  had  in  it  all 
the  elements  that  made  for  the  Ufting  up  of  their  profes- 
sion abroad  was  too  great  for  any  one  of  them  to  take  in 
hand,    and   they    therefore    made    the  best   compromise 
they    could    under    the    circumstances.      What    was    the 
compromise?     In  the  original    Bill,    or   the   draft    Ordi- 
nance,   it    was    provided    that    for    all    time — ^he    meant 
as    long    as    the    Bill    lasted — ^members    of    the    Incor- 
porated Society,  members  of  various  Chartered  Societies, 
and,   he  thought,    of    one    or    two   Australian    Societies 
holding  a  diploma,  however  received,  however  granted, 
if^o   facto    entitled    them    to  admission.      The  Chartered 
Accountants,  few  in  number,  with  some  determination  said 
"  No  ;  we  will  fight  this ;  we  will  willingly  insert  them  in  the 
bye-laws  if  you  like.'*    They  could  alter  bye-laws,  but  they 
could  not  alter  an  ordinance  once  passed,  at  least  not  so 
easily.     He  could  not  help  saying  in   the  presence  of  Mr. 
Wocdburn  Kirby  that  if,  when  he  came  out  to  South  Africa 
as  the  representative  of  the  Council  of  the  Institute,  he  had 
been  good  enough  to  consult  the  men  on  the  spot  he  would 
have  been  able  to  do  infinitely  more  than  he  did,  instead  of 
which  he  never  had  one  single  meeting  of  the  body.     He 
(the  speaker)  took  him  to  the  President  of  the  Society  and 
also  to  the  lawyers,  whose  bill  he  saw  had  been  paid,  and 
they  showed  their  desire  to  do  everything  they  could,  but 
there  was  no  suggestion   from  Mr.  Kirby  as  to  what  be 
wanted    done    so    that    they    could     have    taken   counsel 
together.      He  was  sure   they  could   have   improved  their 
bye-laws  with  his  assistance,  but  they  did  not  receive  the 
benefit  of  his  advice.     On  the  other  hand,  he  (Mr.  Kirby) 
had  no  knowledge  of  the  surrounding  circumstances  to  be 
gathered  from  men  on  the  spot.    He  fthe  speaker)  was  glad 
to  think  from  the  President'is  remarks  that  the  mattsr  might 
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be  considered  more  or  less  buried,  but  he  hoped,  seeing  they 
did  not  ask  for  law  costs  against  Mr.  Kirby's  firm  when  they 
won,  that  he,  at  any  rate,  would  spare  the  Institute  any 
expense,  which  they  could  not  help  feeling  must  have  been 
largely  incurred  for  the  benefit  of  one  particular  firm. 
There  was  one  other  question.  Might  he  without  any 
undue  feeling  of  soreness  ask  if  nothing  could  be  done  for 
the  over-sea  members  ?  Was  not  it  getting  a  little  stale  to 
turn  round  and  say  that  they  were  limited  by  their  Charter 
to  England  and  Wales  and  were  not  prepared  to  go  out  and 
extend  the  benefits  in  another  direction  ?  H^  would  give 
one  illustration.  Why  could  not  some  means  be  found,  even 
with  their  limited  Charter,  by  which  those  who  were 
members  of  the  Institute  could  have  their  pupils  examined 
there?  He  did  not  raise  this  question  for  any  personal 
reason.  The  members  of  the  Incorporated  Society  were 
doing  everything  they  could  in  this  direction,  and 
that  was  why  they  largely  augmented  their  numbers 
from  time  to  time.  Children  were  examined  by  the 
Joint  Board  of  the  Oxford  and  Cambridge  Local  Examina- 
tions in  Johannesburg.  The  Incorporated  Accountants 
sent  their  papers  to  Cape  Town,  and  there  their  candidates 
were  examined,  and  he  had  no  doubt  they  were  going  to  do 
the  same  in  Johannesburg.  Surely,  in  terms  of  the  Insti- 
tute's Charter,  they  might  either  by  an  alteration  of  the 
bye-laws,  or  perhaps  by  one  of  those  test  cases  of  which  they 
had  beard  that  day,  see  whether  it  was  not  possible  to 
use  the  Charter  in  order  to  do  something  for  those  who 
were  over-sea.  He  put  this  as  forcibly  as  he  could  in  their 
own  interests  as  Chartered  Accountants.  It  was  time  they 
did  something,  or  else  they  would  see  the  Incorporated 
Accountants  growing  in  strength.      (Applause.) 

The  President,  in  reply,  said  a  suggestion  had  been  made 
— and  he  thought  it  was  a  very  suitable  one— that  as  Mr. 
Douglas  was  over  here,  it  would  be  very  advantageous  for 
both  bodies  if  he  could  attend  a  meeting  of  the  Parliamen- 
tary and  Law  Committee  of  the  Institute  and  discuss  the 
matter.  (Hear,  hear.)  He  was  much  obliged  to  Mr. 
Douglas  for  his  criticism  of  the  accounts,  but,  as  a  matter 
of  fact,  the  Institute  had  paid  nothing  in  respect  to  any  other 
firm's  law  charges.  Any  costs  they  had  paid  had  been 
absolutely  incurred  in  watching  the  interests  of  the 
Institute. 

The  motion  was  then  put  and  carried  unanimously. 

The  President  said  the  next  business  was  to  elect 
members  of  the  Council  in  the  place  of  those  retiring.  He 
happened  to  be  one  of  the  retiring  members,  and  he  would 
ask  some  other  gentleman  to  propose  the  resolution. 

Mr.  E.  D.  White,  F.C.A.  (Liverpool),  said  he  had  very 
much  pleasure  in  proposing  that  the  following  members  of 
the  Council  be  re-elected :  —  Messrs.  John  Hartley 
Blackburn,  Walter  Biease.  Eric  Mackay  Carter,  John  Gane, 
John  George  Griffiths,  Charles  Fitch  Kemp,  Adam  Murray, 


George  Sneath,  and  Thomas  Wise.  Whilst  he  was  on  his 
feet  he  wished  to  add  a  word  of  explanation  to  what  had 
already  fallen  from  the  President  as  to  the  withdrawal  of  the 
resolution  of  which  he  bad  given  notice.  He  recognised 
entirely  the  reasonableness  of  the  representation  from  the 
Council,  that  before  the  matter  was  submitted  to  a  public 
meeting  the  members  of  the  Council  itself  should  have  an 
opportunity  of  considering  the  proposals  that  he  intended  to 
make.  He  might  just  intimate  that  his  intention  was  to 
forward  to  the  Council  the  paper  that  he  read  on  the  19th 
April  to  the  Liverpool  Society,  and  also  the  remark^  that  he 
intended  to  make  at  this  meeting  in  support  of  the  motion, 
leaving  the  Council  to  accept  the  responsibility  of  consider- 
ing those  suggestions  and  acting  upon  them  as  they 
considered  wise  and  when  they  considered  proper.  He  had 
much  pleasure,  after  that  explanation,  in  proposing  that  the 
gentlemen  whose  names  he  had  read  be  re-elected  as 
members  of  the  Council. 

Mr.  E.  H.  Fletcher,  F.C.A.  (London),  seconded  the 
motion,  which  was  unanimously  agreed  to. 

Mr.  W.  E.  Vellacott,  F.C.A.  (London),  proposed  the  re- 
election of  the  auditors,  Mr.  G6rard  van  de  Linde,  F.C.A., 
and  Mr.  Edward  Hobbs,  F.C.A.  He  believed  that  ^hese 
gentlemen  had  been  auditors  of  the  Institute  from  the  very 
beginning — at  any  rate  one  of  them  had — and  he  was  sure 
that  they  had  always  done  their  duty.  He  had,  therefore, 
great  pleasure  in  proposing  their  re-election. 

Mr.  Augustus  Edwards,  A.C.A.  (London),  seconded  the 
motion,  which  was  carried  unanimously. 

Mr.  Gerard  van  db  Linde,  F.C.A.  (London),  thanked  the 
members,  on  behalf  of  his  co-auditor  and  himself,  for  the 
great  honour  they  had  again  done  them  in  re-electing  them. 

Mr.  Edwin  Waterhouse,  F.C.A.  (London),  said  he  wished, 
before  the  meeting  broke  up,  to  say  something  to  those 
gentlemen  who  would  probably  not  attend  the  meeting  of  the 
Benevolent  Association  which  was  to  be  held  in  a  few 
minutes.  At  the  outset,  he  wished  to  thank  the  President 
very  much  for  the  remarks  he  had  made  in  his  address  with 
regard  to  the  Association,  and  to  thank  him  also  on  behalf  of 
every  member  for  his  increased  donation — an  example  which 
he  (the  speaker)  hoped  would  be  followed  by  a  great  many 
others.  (Hear,  hear.)  He  wished,  however,  to  draw 
attention  to  the  total  inadequacy  of  the  subscriptions  to  the 
Association,  having  regard  to  the  large  number  of  members 
of  the  Institute  itself.  The  Secretary  had  prepared  for  him 
some  statistics  which  showed  the  small  amount  of  subscriptions 
which  came  from  certain  districts.  The  Institute  had  a 
membership  of  3,324,  according  to  the  1905  list.  Out  of  that 
number  only  505,  Including  those  which  had  come  in  as  the 
result  of  the  appeal  made  a  few  days  ago,  were  members 
of  the  Association.  It  would  be  seen  therefore  that  only 
about  15  per  cent,  of  the  members  of  the  Institute  sub- 
scribed to  the  Association.     Looking  at  the  matter  from  a 
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broad  point  of  view  one  would  certainly  think  that 
two-thirds  at  least  of  the  members  of  the  Institute  should 
subscribe  to  the  Association,  which  was  of  so  much  value 
to  the  Institute  itself.  (Hear,  hear.)  Analysing  the  list,  it 
might  be  interesting  to  point  out  from  what  sources  the 
revenue  was  derived.  Out  of  the  1,440  members  of  the 
Institute  in  London  16  per  cent,  were  subscribers  to  the 
Association,  and  they  contributed  ;f  264  in  annual  subscrip^ 
tions.  Last  year  some  ^'463  was .  spent  upon  cases  in 
London.  Birmingham  had  a  like  percentage ;  they  sub- 
scribed ;£'3g,  and  ^^30  was  spent  there  last  year. 
Twenty-three  per  cent,  of  the  Bristol  members  subscribed 
£2^f  and  no  case  came  from  their  district.  Fifty-three 
per  cent,  of  the  Leicester  members  subscribed  £2^^  and 
there  was  no  call  for  assistance.  Ten  per  cent,  of  the  165 
members  in  Liverpool  subscribed  ;^i5,  and  £$2  was  S|>ent 
there.  Six  per  cent,  of  the  347  members  in  Manchester 
subscribed  /"iC,  and  ;^5i  was  spent  on  their  account. 
Thirty-three  per  cent,  of  the  Newcastle  members  subscribed 
;f26,  an  £$2  was  spent  on  their  account.  Fourteen  per 
cent,  of  the  Nottingham  members  subscribed  £y»  and  £$2 
was  spent  on  their  account.  Twenty-one  per  cant,  of  the 
Sheffield  members  subscribed  £2$^  and  ;^52  was  spent 
there.  The  other  places  collectively  showed  a  percentage 
of  12  per  cent. ;  they  subscribed  £^4^  and  £yi  was  spent 
on  their  account.  It  would  be  seen  that  in  some  very  large 
centres  of  membership  the  subscriptions  were  very  low,  and 
he  would  be  very  glad  if  the  members  residing  in  those 
neighbourhoods  would  kindly  bear  this  in  mind,  and  try 
to  increade  the  subscriptions  in  their  particular  districts. 
It  might  be  interesting  to  the  members  to  know  that  as  the 
result  of  the  appeal  which  was  sent  out  the  other  day  they 
had  received  applications  for  21  new  annual  governorships 
at  three  guineas,  and  that  there  were  46  more  new  annual 
subscribers.  The  result  was  that  they  would  have  an 
increased  annual  income  from  subscriptions,  irrespective 
of  what  the  President  had  kindly  added,  of  ;^ii4  9s.  od. 
Oddly  enough  the  donations  promised  as  the  result  of  the 
appeal  were  exactly  the  same — ^;^ii4  9s.  od. 

Mr.  S.  P.  Derbyshire,  F.C.A.  (Nottingham),  moved  that 
the  best  thanks  of  the  meeting  be  given  to  the  President 
for  his  conduct  in  the  chair — a  resolution  which  he  felt 
sure  would  meet  with  the  unanimous  approval  of  the 
members.  (Applause.)  As  a  provincial  member,  he 
wished  to  express  his  gratitude  and  appreciation  to  the 
Institute  for  what  they  had  done  dTiring  the  past  year  in 
making  an  allowance  to  provincial  Students'  Societies  of 
£206  I2S.  6d.  The  provincial  members  had  sometimes  felt 
in  the  past  that  they  had  not  received  that  thought  and 
consideration  to  which  they  considered  they  were  entitled, 
but  he  submitted  to  the  members  scattered  all  over  the 
provinces  that  it  was  largely  their  own  fault,  lie  appealed 
to  the  various  members  of  the  provincial  Societies  to  do  as 


they  had  done  in  Nottingham — to  make  the  Institute  in 
London  aware  that  there  were  provincial  Societies,  and 
that  there  were  struggling  provincials,  smaller  brethren, 
who  could  not  come  up  to  London  and  take  the  big  busi- 
ness that  was  often  taken  by  the  head  firms  of  I^ndon 
accountants.  He  wished  to  thank  their  friend  from 
Johannesburg  for  having  dealt  so  eloquently  with  the 
subject  to  which  he  had  referred,  and  to  express  the  hope 
that  they  would  have  similar  visits  in  the  future  from 
members  of  the  Institute  who  were  scattered  all  over  the 
globe.     (Hear,  hear.) 

Mr.  A.  A.  Moore,  F.C.A.  (London),  seconded  the  motion, 
which  was  passed  unanimously. 

The  President  tendered  his  best  thanks  for  their 
appreciation  of  the  small  duties  he  had  had  to  perform. 

The  proceedings  then  terminated. 


ITbe  Cbarteret)  Bccountantd*  JSenevolent 
association. 


The  twentieth  annual  general  meeting  of  this  Associa- 
tion was  held  at  the  conclusion  of  the  annual  meeting  of 
the  Institute,  the  President  (Mr.  Edwin  Waterhouse, 
M.A.,  F.C.A.)  in  the  chair. 

The  Hon.  Secretary  (Hon.  George  Colville,  B.A.) 
having  read  the  notice  convening  the  meeting, 

The  following  were  taken  as  read:  — 
Report  and  Accounts. 

I.— The  Association  on  the  31st  March  1906  consisted  of  431 

msmbers,  viz. : — 

The  President, 

31  Vice-PresidentSa 

12  Life  Governors, 

31  Annual  Governors 

47  Life  Members, 
309  Annual  Members, 
being  a  decrease  of  17  during  the  year. 

2.— The  Board  of  Governors  again  have  to  express  their  regret 
that  the  membership  of  the  Association  does  not  increase  in 
proportion  with  the  number  of  the  members  of  the  Institute, 
only  about  one-tenth  of  the  members  being  annual  subacribeis 
to  the  Association.  During  the  year  the  amount  of  relief  which 
was  found  to  be  required  (£824  7s.  6d.)  together  with  carrent 
expenses  (;^37  6s.  9d.)  has  exceeded  the  income  arising  from 
subscriptions  and  investments  by  a  sum  of  ;^ioi  19s.  3d.,  and 
unless  a  considerable  increase  can  be  shown  amongst  the  sub- 
scribers to  the  Fund  it  will  be  found  imperative  to  make  either 
an  inroad  on  capital  or  a  redaction  in  the  relief  granted. 

3. — Acting  under  powers  conferred  on  them  at  the  last  General 
Meeting,  the  Board  of  Governors  have  appointed  an  Executive 
Committee  who.  amongst  other  things,  deal  with  the  applica- 
tions for  assistance  received.  The  Committee  consists  of 
Messrs.  E.  Layton  Bennett,  Charles  Comins,  Ernest  Cooper. 
J.  H.  Duncan,  F.  L.  Fisher,  J.  G.  Griffiths,  G.  Walter  Knox, 
J.  Dix  Lewis,  Francis  W.  Pixley,  W.  Plender,  G.  Sneath,  Gerard 
van  de  Linde,  Edwin  Waterhouse,  T.  A.  Welton,  and  T.  Wise. 
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4. — During  the  year  ended  31st  March  19^6  the  Executive  Committee  afiforded  relief  in  the  following  cases  : — 


Initials 

1 

Quahficaiion  for  Relief 

Date  of 
First 
Grant 

Amount  of 

Previous 

ReUef  Given 

Shoit  Details  of  Case 

Amot-.nt  paid 

during 

Financial 

Year 

Manner  in  which  Felief 
given 

W.G 

60 

Widow  of  Provincial 
Member. 

1^93 

£      s    d 
301  10    0 

Except  for  what  assistance  is  re- 
ceived   from    her    four    step- 
children has  no  other  means. 
In  weak  health. 

26  10    0 

At  rate  of  10/-  per  week. 

H.A 

68 

Widow  of  London 
Member. 

i?93 

281    12    10 

Left  practically  destitute.    Deaf. 

25     0    0 

At  rate  of  ;^25  a  year,  pay- 
able quarterly  to  date. 

A.J.E.  ... 

54 

Daughter  of  London 
Member. 

1903 

76      5      0 

Unmarried   and   in   reduced  cir- 
cumstances. Mother  previously 
in  receipt  of  relief. 

40    0    0 

At  rate  of  ;^4o  a  year, 
payable  quarterly. 

E.W.E... 

63 

Widow  of  London 

i8q7 

411      5      0 

Left  destitute;  indifferent  health. 

52  10    0 

At  rate  of  Fifty  Guineas  a 

Member. 

Entirely  dependent  on  charity. 

year,  payable  quarterly. 

E.H 

71 

Widow  of  London    |  1899 

173    9    9 

Lets   apartments.      Has  a  small 

30    0    0 

At  rate  of  £so  a  year, 

Member. 

allowance  from  her  late  hus- 
band's firm,  otherwise  without 
means. 

payable  quarterly. 

B.H 

76 

Formerly  Provincial 
Member. 

1900 

151     0    0 

In    distress    owing    to    age,    ill- 
health,  and  inability  to  obtain 
sufficient  business  to  support 
himself  and  family. 

52     0    0 

Payable  at  rate  of  £1  a 
week. 

P.A 

57 

Widow  of  Provincial 
Member. 

1901 

122  10    0 

Left    practically  without   means, 
and  with  invalid    children  to 
support.    Has  some  assistance 
from  other  children. 

30    0    0 

At  rate  of  ;f30  a  yefr, 
payable  quarterly. 

S.F.T.  .. 

64  j  Provincial  Member. 

1901 

133    7    6 

Suffering  from  bad  eyesight  and 

13     2     6 

At  rate  of  Fifty  Guineas  a 

other  infirmities.     Has  lately 

year,  payab'e  quarterly, 

been  elected  to  an  Almshouse 

until  June  3otb. 

with  a  pension  of  ;^40,  and  the 

grant  is  now  discontinued. 

M.J.T.  .. 

62  1    Former  Provincial 
1            Member. 

1888 

99    0    0 

In  distress  owing  to  age,  ill-healib, 
and  inability  to  obtain  work. 

13     0    0 

Grant  of  ;^i3,  at  the  rate  of 
10/-  a  week  for  6  monti  s. 

P.A.C.  .. 

42 

Widow  of  London 
Member. 

190 1 

16S     I     2 

Left  with  very  insufficient  means 
and  a  family  of  nine  to  support, 
(eldest  18). 

52  10    0 

At  rate  of  Fifty  Guineas  a 
year,  payable  quarterly. 

S.A 

60 

Widow  of  London 
Member. 

1902 

125     0    0 

Left  with  insufficient  means,  and  in 
bad  health.  Died  ist  Dec.  1905. 

22  10    0 

At  rate  of  ;^30  a  year, 
payable  quarterly. 

C.E 

80 

Widow  of  London 
Member. 

1903 

75    0    0 

Left  totally  unprovided  for,  and 
dependent  on  a  daughter  with 
whom  she  lives. 

30    0    0 

At  rate  of  ;^3o  a  year, 
payable  quarterly. 

S,E 

59 

Widow  of  Provincial 
Member. 

1903 

no    0    0 

Left   insufficiently  provided    for, 
and   invalid  son    to   support. 
Has  been  most  unfortunate  in 
her  efforts  to  obtain  a  living. 

35     0    0 

At  rate  of  £30  a  year, 
together  with  a  dona- 
tion of  £5, 

CO 

54 

Former  Provincial 
Member. 

1903 

50    0    0 

Out  of  employment  and  with  no 
means.    Bad  health. 

12    0    0 

Donations  from  time  to 
time. 

CJ.A.    .. 

53 

Widow  of  London 

1903 

60    0    0 

Left  without  means,  and  unable 

40    0    0 

At  rate  of  ;^4o  a  year. 

Member.          [ 

to  earn  a  living. 

payable  quarterly. 

C.J.E.    .. 

46 

Widow  of  London 

1903 

35    0    0 

Daughter-in-law  of  C.E.  with  three 
children.     Lets  apartments. 

40    0    0 

At  rate  of  £40  a  year. 

Member. 

payable  quarterly. 

MM.     .. 

60 

Widow  of  London 
Member. 

1903 

30    0    0 

Has    invalid    children,    and     is 
crippled  with  rheumatism.   No 
means. 

23    0    0 

At  rate  of  £20  a  year,  to 
30th  September  1905, 
and  since  at  rate  of  £2; , 
payable  quarterly. 

L.M 

38  ,  Widow  of  London 
Member. 

1903 

65  12    6 

Left    with    two   young    children. 
Has  a  pension  of  ;^2o  a  year 

52  10    0 

At  rate  of  Fifty  Guineas  a 
year,  payable  quarterly. 

! 

from  the  Pewterers'  Company. 

H.H.E... 

66     Former  Provincial  ]  1004 

41     0    0 

In  reduced  circumstances  and  bad 

39    0    0 

At  rate  of  15/-  a  week. 

1           Member. 

state  of  health,  with  a  wife  to 
support. 
In  distress  owing  to  failing  health 

Y.H 

1 
71  1  Former  Provincial 

1904 

2£      0     0 

52    0    0 

At  rate  of  £1  a  week. 

i            Member. 

and  mental  weakness. 

E.B.M.  .. 

32  j  Daughter  of  E.W.E.  |  1905 

j                                     , 

— 

farm  in  Canada. 

25     0    0 

At  rate  of  £25  a  year, 
payable  half- yearly. 

S.M.A.  .. 

45  1  Widow  of  London  |  1905 

— 

Left    practically  without    means 
and  with  two  children.     Lets 
apartments. 

Permanent  invalid.  Left  with  a  son 

10    0    0 

Donation. 

Member. 

R.M.A. .  . 

62 

Widow  of  Provincial 

1905 

— _ 

52  10    0 

At  rate  of  Fifty  Guineas 

1 

1 

Member. 

and  daughter  both  dependent 
on  her,   the  former  being  of 
weak  intellect. 

a  year,  payable  half- 
yearly. 

P.J 

'80 

Provincial  Member. 

1905 

— 

In  reduced  circumstances  owing 
to  age  and    state  of   health. 

26    5     0 

At  rate  of  Fifty  Guineas  a 
yeaFrpayable  quarterly. 

d  by  CjOO 

^ 

Has  step-daughter  and  niece 
partially  dependent  on  him. 
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S  A.B. 


A.E.S. 


P.H.M.. 


26 


52 


Dau<;hter  of  a  London 
Member. 

Widow  of  Provincial 
Member. 


I 


40  I  Widow  of  Provincial 
Member. 


1905 
1906 

1906 


s    d 


To  assist  her  in  paying  the  funeral 
expenses  of  her  mother  and 
sister. 

Left  practically  without  means 
and  with  two  children  and  her 
mother-in-law  dependent  upon 
her. 

Left  without  means.  Earns  a 
little  by  nursing. 

£ 
20 

5 
5 

s 

0 

0 
0 

d 

0 

0 
0 

In  two  donations  of  £\o 
each. 

Donation. 

At  rate  of  lo/-  a  week. 

£824 

7 

6 

SPECIAL     FUND. 


1 

£     s    d 

£     s    d 

]K 

l71 

1 

Clerk  to  Chartered 
Accountants. 

1893 

199    7    6  ,  Unable  to  continue  his  occupation 
owing  to  age  and   bodily  in- 
firmities.   Has  no  means. 

26    0    0 

At  rate  of  lo/-  a  week. 

H  A.M... 

|54 

! 

1 

1 

Widow  of  a 

Clerk  to  Chartered 

Accountants. 

1895 

250    0    0    In     very      poor      circumstances. 
'        Formerly  tried  to  make  a  living 
by  keeping  a  small  shop.     Has 
creeping  paralysis. 

26    0    0 

At  rate  of  lo/-  a  week. 

;^52     0     0 

• 

5.— The  Honorary  Auditors,  Mr.  E.   Hobbs,   F.C.A.,  and  Mr. 
V.  L.  Fisher,  F.C.A.,  retire,  and  are  eligible  for  re-election. 

6. — The  accounts  for  the  year  ended  31st  March   1906,  duly 


audited,  are  annexed  to  this  report. 

Edwin  Waterhousb, 

Prtsidtnt. 

gth  April  1906. 


Dr. 


THE    CHARTERED     ACCOUNTANTS'    BENEVOLENT    ASSOCIATION. 
Cajnlal  Account  for  tJie  year  ended  31st  March  1906. 


£       8    d  I 

To  BALA.NCB  oarciei  forward 10,854    1  10     By  Balance  on  dlst  March  1905 

By  Donations 


I 


£10,854     1  10 


Cr, 

£      8  d 

.    10,604  19  10 

249    2  0 

£10,854     1  10 


Dr. 


Income  and  Expenditure  Accmnt  for  the  year  ended  31st  March  1906. 
£    a    d 


To  CuBKENT  Expenses: — 

Printing  and  Stationery     . . 
Postage  and  Petty  Expenses 


To  Relief  granted 


£    B    d 


24  11    8 

12  15     1 

37    6    9 

. »         •  < 

824    7    6 

£  8  d     £    B  d 
By  Subscriptions  : — 

82  Governors  at      3  3  0 

3  Members      „      2  2  0      6    6  0 

322  Members      „      1  1  0  338    2  0 


357 


£    8  d 
100  16  0 

344    8  0 


Cr, 
£    s 


445    4    0 


By  Interest  and  Dividends  on  Investments  . .  318  19    3 

By  Bank  Interest 0  11    9 

By  Deficit  for  year  (see  Balance  Sheet). .         . .  101  19    3 


£861  14    3 


£861  14    3 


Dr. 


Special  Fund  Account  for  tJie  year  ended  31st  March  1906. 


To  Relief  granted 

To  Balance,  as  per  Balance  Sheet 


£    s    d  I 

52    0    0     By  Balance  on  31bt  March  1905 
34  14    4     By  Donations        


£86  14    4 


1 


Digitized  by 


Goo 


Cr. 

£    8  d 

76    4  4 

10  10  0 

£86  14  4 
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Dr. 


Hanson  Futid  Account  for  the  year  ended  31st  March  1906. 


To  Payments  to  Benefioiaries 
To  Balance  oq  8 let  March  1906,  viz. 
£350     London.    Tilbury    and 
Southend  Bailway  4%  Deben- 
ture Stock  at  cost     . . 
Gash    ia   hands  o!   Board  of 
Goyernors 


£     8     d 


£ 
40 


450  IS    4 
16    1  11 


466    0    3 
£506    0    8 


By  Balance  on  dlst  March  1905 
By  Interest  on  Inveatment 


Cr. 

£     8  d 

491  19  1 

14     1  2 


£506    0    8 


Dr. 


Taylor  Fund  Account  for  tlie  year  ended  31st  March  1906. 


To  Payments  to  Mrs.  Taylor        

To  Balance  on  31st  March  1906,  viz.  :— 

£795  Brighton  Corporation  3^%  Debenture 
Stock  at  cost  


£     8 
27  16 


855  13    6 
£883    9  11 


By  Balance  on  31s(  March  1905 
By  Intebbst  on  Invostmont 


Cr. 

£     8  d 

855  13  5 

27  16  6 


£883    9  11 


Dr. 

Balance  SJieet,  31st  March  1906. 

Cr. 

£     8    d       £       s    d 

£        8 

d 

£        8 

d 

To  Capital  Account 

10,854     1  10 

By    Investments     on     Capital 

To  Special  Fund  Account 

34  14     4 

Account  at  Cost  : — 

To  Hanson  Fund  Account 

lo     1  11 

£500  2i%  Consolidated  Stock 

442  13 

8 

To  SuBSCBipnoNS  paid  m  advance 

12  12    0 

£300  Bank  of  EoKiand  Stock 

£300  Bank  of  Ireland  Stock 

£750    London    County    2J% 
Consolidated  Stock 

£1,600    London    and    North 
Western   Bailway  3%  De- 
benture Stock 

£1,250   Great  Western  Bail- 
way  4%  Debenture  Stock.. 

£1,304  6i.  8d.  Great  Northern 
Hallway      3%      Debenture 
Stock 

£701  South  Eastern  Bailway 
4%  Debenture  Stock 

£1,119  158.  Od.  Midland  Rail- 
way 2J%  Debenture  Stock. . 

£1,010   13s.  9d.  Metropolitan 
Water  (B)  3  %  Stock  (Mbs. 
Deloitte's  Bequest) 

994  19 
1,118    8 

642    9 

1.398  16 
1.562  13 

1,352    6 
1.008    1 
1.044    3 

1,000    0 

8 
9 

7 

6 
0 

3 

1 
5 

0 

1(\  KRA    11 

11 

By  Debtobs  on  Loan  Account    . . 

35    0 

0 

By  Cash  at  BaDkera 

266  11 

9 

„        „    in  hand  

1     3 

4 

267  15 

1 

By   Income    and    Expenditube 

Account  :— 

Deficit    for    the    year   ended 

3l8t  March  1906      . . 

101  19 

3 

Less  Balance  in    hand    Slst 

March  1905 

Net  Deficit 

62  16 

2 

49    8 

1 

£10,916  10     1 


£10,916  10    1 


We  have  examined  the  above  Accounts  with  the  Books  and  Vouchers  of  the  Association,  and  certify  the  same  to  be  correct. 
We  have  ascertained  that  the  securities  are  registered  in  the  names  of  the  Treasurers.  The  Bankers  have  certified  the  correctness 
of  the  Bank  Balance.  p     ^^^^^    P^^ 

London.  Aftil  Wlh  1906.  V.    LINDSAY    FlSHERgjfj^jffj, 
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Th«  President,  in.  moving  the  adoption  of  the  Report 
and  Accounts,  said  ihe  had  very  little  to  add  to  the  few 
words  which  he  had  addressed  to  the  members  during  the 
meeting  of  the  Institute.  There  was  one  little  fact,  how- 
ever, which  he  omitted  to  mention,  and  that  was  that  even 
amongst  the  members  of  the  Council  there  were  some  who 
were  not  members  oi  the  Association — at  any  rate,  this  was 
the  case  a  short  time  ago.  He  hoped  that  every  member  of 
the  Council  would  set  an  example  to  the  members  of  the 
Institute  by  becoming  members  of  the  Association. 
(Applause.) 

Mr.  Frederick  Whinney,  F.C.A.  (London),  seconded 
the  motion. 

Mr.  Jenkins,  F.C.A.  (Cardiff),  said  that  a  suggestion  had 
been  made  that  perhaps  the  amount  oi  the  fee  necessary 
for  Fellowship  of  the  Institute  was  rather  high,  and  that 
that  might  deter  some  of  the  Associates  from  becoming 
Fellows.  It  crossed  his  mind  whether  the  same 
objection  might  not  be  raised  to  the  subscription  to 
the  Benevolent  Association.  He  would  be  very  sorry  to 
feel  that  anyone  was  debarred  from  joining  the  Association 
on  account  of  the  subscription.  It  was,  of  course,  a  very 
moderate  one ;  still,  they  could  easily  imagine  that  in  the 
case  of  a  number  of  their  young  members  who  were 
struggling  to  get  into  a  position  it  might  be  a  matter  for 
consideration  whether,  in  addition  to  all  the  other  fees 
and  expenses  which  they  had  to  pay,  they  could  afford 
another  guinea  for  the  Benevolent  Association,  and,  if 
young  and  active,  flattering  themselves  that  they  were 
going  to  carry  everything  before  them  in  the  future,  it 
might  not  appeal  to  them  quite  so  strongly  as  it  might  to 
some  others.  He  did  not  know  whether  the  question  had 
ever  been  raised,  or  thought  of,  whether  they  could  have 
another  scale  of  subscriptio-ns  for  Associates  of  the  Insti- 
tute so  as  to  encourage  them  to  join  the  Association.  They 
wanted  to  increase  the  income  of  the  Association,  and  if 
they  could  possibly  reduce  the  amount  of  the  subscription 
of  those  who  could  not  see  their  way  to  pay  the  full  guinea 
it  might  be  a  source  of  additional  income. 

The  President  said  they  were  always  glad  to  receive  any 
small  amounts.  In  the  present  report  it  would  be  seen 
that  there  were  donations  of  5s.  and  los.  6d.  The  only 
drawback  to  such  a  small  subscription  was  that  it  did  not 
constitute  membership. 

Mr.  Thomas  Bowden,  F.C.A.  (Newcastle),  said  he 
wished  to  emphasise  what  had  already  been  said  about  the 
interest  the  members  in  the  provinces  had  taken  in  the 
Association.  He  was  very  proud  indeed  to  hear  what  the 
President  had  said  about  Newcastle.  Certainly  they  had 
been  eclipsed  by  Leicester,  but  he  wished  to  say — not  in  a 
spirit  of  boastfulness — that  he  took  some  credit  for  the 
position  of  Newcastle.  Two  years  ago  he  was  approached 
'o  see  if  he  could  not  do  something  personally  in  New- 


castle, and  he  set  to  work.  He  appealed  to  the  different 
members  in  the  North,  and  hence  the  position  that  they 
were  in  to-day.  If  members  in  other  parts  of  the  provinces 
would  take  the  same  trouble  he  was  quite  sure  that  their 
membership  would  be  very  considerably  increased.  There 
were  many  members  of  the  Institute  who  simply  wanted 
the  matter  brought  prominently  before  them,  and  by  a  per- 
sonal appeal  he  was  quite  sure  that  they  could  increase  the 
membership  of  the  Association  to  a  considerable  extent. 
(Applause.) 

Mr.  Derbyshire,  F.C.A.  (Nottingham),  remarked  that 
they  had  just  attended  a  meeting  of  the  Institute,  where 
they  had  placed  before  them  an  Income  and  Expenditure 
Account  showing  that  the  Institute  had  a  surplus  of  over 
;^3,ooo  for  the  year,  and  that  the  Institute,  as  an  Institute, 
having  paid  for  that  beautiful  hall,  was  fast  accumulating 
a  large  sum  of  money.  Now  they  were  present  as  the 
Chartered  Accountants'  Benevolent  Association,  where  tho 
position  was  just  the  opposite.  The  Income  and 
Expenditure  Account  showed  a  deficit  of  ;^ioo,  and  if,  as  a 
comparatively  new  Association — it  was  only  26  years  old — 
they  had  a  deficit  now,  what  were  they  likely  to  expect  in 
years  to  come,  when  the  claims  upon  the  Association 
arising  from  increased  membership  must  in  the  ordinary 
course  of  things  be  much  larger  than  they  were  at  the 
present  time?  The  suggestion  that  he  wished  to  throw  out 
was  that  when  any  alterations  were  being  made  in  the 
Bye-laws  of  the  Institute — and  surely  they  were  not 
members  of  an  Institute  which  could  never  have  any 
change — ^power  should  be  given  to  the  Council  to  divert 
some  of  the  surplus  wealth  of  the  Institute  to  the  needs  of 
that  splendid  Benevolent  Association,  whose  claims  had 
been  so  ably  advocated  that  day.  If  he  was  in  order 
in  referring  to  the  meeting  of  the  Institute  which  had  just 
been  held,  he  saw  no  great  reason  why  they  should  keep 
on  piling  up  large  funds.  They  had  built  a  Hall  in  the  ^5 
or  26  years  of  the  Institute's  existence,  they  had  paid  all 
the  exp>enditure,  they  had  accumulated  a  large  capital,  and 
while  necessarily  they  were  spending  sums  of  money  from 
time  to  time,  he  ventured  to  submit  that  ways  and  means 
could  be  found  whereby  the  Institute  out  of  its  vast  funds 
might  be  able  to  set  aside  a  substantial  sum  of  money 
towards  the  needs  of  the  Benevolent  Association. 

The  President  said  he  thought  Mr.  Derbyshire's  pro- 
posal was  hardly  a  practicable  one,  because  it  was  con- 
trary to  the  Charter  of  the  Institute — ^he  thought  it  was 
contrary  to  the  principles  which  had  been  adopted  since 
the  Institute  was  formed.  It  was  better  to  leave  the  pro- 
vision of  funds  to  the  charity  of  individuals  rather  than  to 
a  corporation  like  the  Institute  itself.     Naturally,  if  the 

Institute    subscribed,    private    charity    from    individuals 

^— «*.  -■■ 

would  fall  off. 

I  JiniTiypn  nv  x.  t  v  ,  ^_^        __  ,^ 

iculty^was  that 


Mr.  Frederick  Whinney  said  that  the  dil 
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the  income  from  the  invested  funds  and  the  present  sub- 
scriptions did  not  cover  the  ajnounts  given  in  charity,  and 
therefore  they  wanted  a  larger  income.  It  was  suggested 
that  even  those  who  subscribed  the  capital  should  go  on 
subscribing  annually,  say  three  guineas. 

Mr.  T.  G.  Shuttleworth,  Y.C.A.  (Sheffield),  said  he 
could  confirm  what  Mr.  Bowden  had  said,  that  the  only 
way  to  obtain  subscriptions  from  those  in  the  provinces 
was  by  appealing  personally  to  the  members  of  the  local 
Societies.  He  had  no  doubt  that  further  subscriptions 
could  be  obtained  in  that  way.  There  was  one  clause  in 
the  appeal  of  the  President  which  he  could  fully  confirm — 
that  was  the  great  care  with  which  the  relief  was  dis- 
tributed. (Hear,  hear.)  Those  who  contributed  to  the  fund 
might  feel  assured  that  the  money  was  well  spent,  and 
that  there  was  no  unnecessary  expenditure.  All  the 
valuable  work  done  in  connection  with  the  Association  was 
honorary,  and  all  the  money  contributed  went  for  the  pur- 
pose for  which  the  Association  was  formed,  and,  not  only 
that,  but  every  care  was  taken  to  see  that  the  money  was 
properly  applied.     (Applause.) 

The  motion  was  then  put  and  carried  unanimously. 

The  Honorary  Auditors  (Mr.  E.  Hobbs,  F.C.A.,  and 
Mr.  F.  L.  Fisher,  F.C.A.)  were  re-elected,  on  the  motion 
of  Mr.  J.  G.  Griffiths,  F.C.A.,  seconded  by  Mr.  George 
Sneath,  F.C.A. 

Sir  Walter  N.  Fisher,  F.C.A.  (Birmingham),  pro- 
posed a  hearty  vote  of  thanks  to  the  President,  not  only 
for  Ids  able  conduct  in  the  chair,  but  also  for  the  words 
he  bad  spoken  on  behalf  of  the  Benevolent  Association. 
He  hoped  it  would  not  go  forth  from  this  meeting  that  the 
Benevolent  Association  was  at  all  likely  to  work  its  way 
through  funds  coming  from  the  Institute.  Such  a  sugges- 
tion, if  carried  out,  would  at  once  absolutely  close  the 
pockets  of  pure  charity  in  helping  the  cause  of  pure  mercy. 
He  was  quite  sure  that  the  more  the  members  understood 
the  real  wants  of  the  Association,  the  more  it  was  brought 
before  the  various  districts  to  show  how  absolutely  neces- 
sary the  Association  was,  the  more  funds  would  be  forth- 
coming. Mr.  Bowden  had  spoken  with  a  great  deal  of 
pride  about  Newcastle,  and  he  was  sure  they  all  congratu- 
lated Newcastle,  and  hoped  that  the  subscriptions  would 
continue  to  increase.  Birmingham,  he  was  glad  to  say, 
had  done  almost  as  well  as  Shefiield,  but  they  must  sub- 
scribe more.  They  would  have  done  a  great  deal  worse  but 
for  the  effort  made  after  the  remarks  of  the  President  last 
year,  when  the  local  Society  took  the  matter  in  hand,  with 
the  result  that  a  very  large  increase  of  subscriptions  and 
help  came  from  that  city.  When  the  President's  appeal 
went  forth  he  hoped  that  the  members  themselves  would 
see  how  absolutely  necessary  it  was  to  meet  the  claims 
made  upon  the  Association,  and  that  those  who  did  not 


subscribe  at  present  would  do  so  liberally  in  the  future. 
(Applause.) 

Mr.  G.  W.  Knox,  F.C.A.  (London),  in  seconding  the 
motion,  said  they  ought  to  thank  Mr.  Waterhouse  not  only 
for  acting  as  President,  but  for  all  the  help  he  had  given 
in  connection  with  the  work  of  the  Association  during  the 
year.  He  (the  speaker)  knew  that  the  work  itself  was  its 
own  reward,  but  that  did  not  prevent  them  from  thanking 
the  President  for  the  amount  of  care  and  pains  which  he 
took  in  connection  with  the  operations  of  the  Association. 

The  motion  was  cordially  adopted. 

The  Chairman  briefly  acknowledged  the  vote,  and 
stated  that  the  thanks  of  the  members  were  also  due  to  the 
Executive  Committee,  by  whom  he  was  ably  assisted,  and 
on  whom  the  business  mainly  devolved. 

The  proceedings  then  terminated. 


Ube  institute  of  Cbarteret)  Bccountanis 
in  JEnolanO  ant)  XRIlaled. 


Recent  Additions  to  the  Library. 


Purc/iascd. 

Hatton's  Merchant's  Magazine.     London :    1707. 

"  Unispect  '*  System  of  Bookkeeping.  By  A.  T. 
Hunter,  C.A.     2nd  Edition.     Edinburgh :   1906. 

Reports  of  Cases  under  the  Companies  Acts.  Reported 
by  W.  B.  Megone.    2  Vols.,  1889-91. 

Parliamentary  Debates.    Vols.  2  and  3  of  1906. 

Timfs  "Issues,"  July-December  1905. 

Friendly  Societies  Return.     Parts  B  and  C  of  1904. 

Encyclopaedia  of   Local    Government   Law.     Vol.    2. 
London  :   1906. 
Presented  by  the  Authors. 

Amsdon's  Complete  System  of  Bookkeeping  for 
Brewers,  &c.    By  E.  Amsdon,  A. C.A.     I^ondon  :   1906. 

Manual  of  Bookkeeping  for  Solicitors.  By  J.  M. 
Woodman,  F.C.A.     Revised  Edition.     London :    1906. 

Personal  and  Domestic  Accounts.  By  J.  G.  P. 
Ibotson,  A.C.A.     London  :   1906. 

Patents  to  Inventors.     By  A.   H.  Stanley.     London : 
1906. 
Presented  by  Messrs.  Foulks  Lynch  &*  Co. 

Handbook  of  Executorship  Law,  with  the  mode  of 
keeping  Executorship  Accounts.  By  D.  F.  de  I'Hoste 
Ranking.  E.  E.  Spicer,  A.C.A.,  and  E.  C.  Pegler.  A.C.A. 
London  :   1906. 

Presented  by  the  Secretary. 

Joint  Transactions  of  Chartered  Acc^mtants  Students' 
Societies,  1905.  %^ 
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xanion  of  Cbartered  accountant  Student  Societies* 


Dr. 


Income  and  Expenditure  Account  for  the  year  ended  December  31st  1905. 


Cr. 


To  Travelling  of  Representatives  to  Manchester  and  Liver- 
pool          

m   Stationery  and  Printing 

m    Engraving  Plate  and  Stamping  Prize  Essay  Books 

m    Postages,  London  

»    Expenses  of  Chairman  of  Committee        

»    Expenses  of  Lecture  Organising  Secretary 

•    Copies  of  Reports  of  Meetings  of  Committee 

»    Sundries 

m   Prizes  for  Autumn  1905  Essay  Competition 

»   Balance,  carried  down 


£    s    d 


28    9 

o  II 


I    6 
o  iC 


6  ii 
6  i| 
10   1 


1 

17 

8 

4 
0 

45 
7 

5 

I 

4 
8 

£52 

7 

0 

£    5  J 
By  Levv  on  the  Associated  Student  Societies  at  6d.  per 
Member  :— 

Birmingham 7106 

Bristol I  12  o 

Hull I    Q  6 

Liverpool 4  i»  6 

Leicester        i     i  o 

London          ■  20  16  6 

Manchester •  8  18  o 

Nottingham 150 

Northern I  i  18  6 

Sheffield        ■  2  17  6 


£5*    7    o 


Balance  Sheet,  December  31st  1905. 


Liabilities.  £  s 
Amount  Payable  to  Prize-winners  for  Autumn  1905  Essay  , 

Competition 8    8 

Printing  of  Balance  Sheet  for  Joint  Debates |  59 

Clark,  Battams,  Lanham  &  Co 19  16 

Chairman  of  Committee  and  Lecture  Organising  Secretary  ^ 

for  Sundry  Expenses        3    7 

Representatives  for  Travelling  Expenses        811 

SecreUry   for   Travelling   Expenses   oi    Representatives, 

Stationery,  &c 7  ^7 

!    53  9 

Income  and  Expenditure  Account  :— 

Surplus  from  last  account  £3  ^S  ^^ 

Do.     fori9os 718 

10  17 


£64    6    9 


A isets. 

Cash  at  Bankers         

Levies— Sum  due  in  rcsj^ect  thereof 

Joint  Debates— Sum  due  from  the  Societies  for  copies  of 
Balance  Sheet         


£ 

5 

52 


6  14    9 


£64    6    9 


(Signed)  Arthur  F.  Dodo, 

Chairman  0/  Joint  Committu. 


(Signed)   G.  H.  Rsdfsrn, 

Honorary  Secretary. 


I  have  examined  the  foregoing  Balance  Sheet  and  Income  and  Expenditure  Account  with  the  Books  and  Vouchers  of  the  Joint  Committee, 
and  certify  the  same  to  be,  in  my  opinion,  correct. 


CoLLSGK  Hill  Chambers,  London,  E.C. 
9//1  April  1906. 


(Signed)   H.  E.  Barham.  F.C.A., 

Hon,  Auditor. 


Ebe  Morh  of  tbe  auditor* 


By  Robert  H.  Montgomery,  C.P.A. 


From  a  lecture  before  the  Evening  School  of  Accounts 
and  Finance,  University  of  Pennsylvania. 


Of  all  the  work  of  the  accountant,  auditing  is  the  most  ■ 
important.    Many  accountants  are  well  qualified  except  for  I 


the  lack  of  the  auditor's  equipment.  A  man  may  havt  a 
good  knowledge  of  higher  bookkeeping  or  practical 
accounting,  and  yet  not  be  qualified  to  conduct  an  audit ; 
he  may  understand  the  theory  of  accounts  without  being 
able  to  adapt  himself  to  the  intricacies  of  auditing ;  he 
may  have  a  knowledge  of  commercial  law  and  business 
customs  relating  to  accounts,  and  yet  lack  the  aptitude  of 
the  auditor.  A  skilled  auditor  will  not  only  have  all  of  the 
qualifications  enumerated,  and  be  able  to  bring  to  bear  00 
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any  given  problem  all  of  the  knowledge,  but  he  must  also 
haN'e  a  broad  education  supplemented  by  experience. 

The  average  accountant  oannot  make  a  success  of  an 
audit  unless  be  understands  all  of  its  underlying  principles. 
These  principles  caji  only  be  grasped  by  arduous  study. 
A  successful  auditor  is  no  more  bom  than  is  a  successful 
surgeon.  The  surgeon  does  not  attempt  a  diflScult  opera- 
tion until  he  has  matriculated  in  a  medical  college ;  until 
he  has  attended  clinics ;  until  he  has  assisted  his  seniors, 
and  until  he  has  passed  through  all  the  other  elementary 
stages  of  professional  training.  So  the  auditor  must 
ground  himself  in  the  elements  of  his  profession  by  study 
and  by  holding  the  tools  for  his  seniors.  After  all,  a  set 
of  books  or  a  system  of  accounts  is  very  much  like  a  human 
being.  We  see  a  man  apparently. in  the  best  of  health,  who 
nevertheless  is  suffering  from  some  dangerous  hidden 
disease,  which  an  operation  alone  will  reveal.  Or  he  may 
be  a  physical  wreck  and  be  saved  only  by  skilled  attend- 
ance. In  no  case,  however,  does  he  want  to  be  experi- 
mented upon.  Similarly  a  business  man  wants  skilled  help 
for  diseases  of  his  accounting  system,  and  he  desires  to 
employ  none  but  thoroughly  qualified  auditors  to  examine 
the  condition  of  his  business. 

In  a  narrow  sense  there  are  but  three  kinds  of 
audits,  viz. :  — 

(i)  The  examination  which  involves  a  mechanical 
checking  of  the  books  and  records,  the  placing  of  red  ink 
tick  marks  opposite  certain  figures  in  certain  books,  and 
the  making  of  like  tick  marks  opposite  supposedly  like 
fiijures  in  other  books;  and  the  verification  of  a  mass  of 
fr>otings,  vouchers,  &c.,  which  enables  the  auditor  to  say 
that  the  arithmetical  work  is  perfect. 

(2)  The  examination  which  consists  of  a  mere  inspection 
of  results,  involving,  as  it  may  be,  the  analysis  of  certain 
accounts,  but  on  unscientific  lines. 

(3)  An  examination  which  combines  three  methods : 
first,  the  verification  and  testing  of  enough  clerical  work 
to  insure  its  accuracy,  having  always  in  mind  the  co- 
ordination of  the  accounts,  the  actual  rather  than  the 
physical  relation  of  one  book  to  the  other ;  second,  a  care- 
ful analysis  of  the  accounts,  a  searching  inquiry  into  the 
entire  organisation  under  investigation  by  a  careful  search 
fr>r  errors  of  principle  as  well  as  technical  errors  and 
evidences  of  fraud ;  and,  third,  an  intelligent  study  of  the 
Balance  Sheet. 

Much  harm  has  been  done  through  the  practice  of 
making  audits  of  the  class  first  mentioned.  A  good  busi- 
ness roan  with  no  knowledge  of  bookkeeping  can  make  a 
better  audit  than  a  so-called  auditor  who  does  not  under- 
stand how  to  make  an  audit.   A  business  man  can  tell  very 


soon  whether  an  audit  is  worth  while,  and  if  it  is  not  conr 
ducted  intelligently  he  does  not  want  a  second  one.  The 
third  form  of  audit  is  the  only  one  which  will  commend 
the  accountant  to  an  intelligent  client. 

The  underlying  principles  of  auditing  are  theoretical, 
and  are  not  subject  to  change  to  fit  particular  businesses 
or  special  systems  of  account. 

These  underlying  principles  are  few  in  number  and  can 
be  applied  indefinitely.    Let  us  examine  them  :  — 

(i)  The  auditor  must  ascertain  that  all  of  the  assets 
shown  by  the  books  to  be  on  hand  at  a  certain  date  are  or 
were  actually  on  hand. 

(2)  He  must  ascertain  whether  any  other  assets  not  on  the 
books  should  be  or  have  been  on  hand. 

(3)  He  must  ascertain  that  the  liabilities  shown  by  the 
books  to  be  owing  at  a  certain  date  are  or  were  actual 
liabilities. 

(4)  He  must  ascertain  whether  or  not  all  liabilities  are  in 
fact  shown  by  the  books. 

(5)  He  must  ascertain  whether  or  not  liabilities  so  shown 
have  been  properly  incurred. 

(6)  He  must  ascertain  whether  the  earnings  shown  by  the 
books  are  properly  accounted  for,  and  whether  any  of  the 
earnings  are  omitted  therefrom. 

(7)  He  must  ascertain  whether  or  nut  the  expenses  and 
lussjes  have  been  pmperly  stated  and  supported. 

Are  these  principles  sufficient  in  given  cases? 

Single-Entry  Books. 

No  modification  of  the  above  rules  is  necessary.  If  the 
assets  and  liabilities  are  not  properly  set  up,  the  auditor 
can  build  up  his  own  Balance  Sheet  and  proceeds  as  if  the 
items  were  on  the  books. 

The  application  of  all  of  the  above  rules  will,  I  believe, 
result  in  a  proper  audit  of  any  undertaking.  In  com- 
mencing an  audit  secuie  a  Balance  Sheet,  if  one  has  been 
drawn  up,  together  with  the  trial  balance  before  closing. 
A  careful  survey  of  all  the  accounts  shown  thereon  will 
suggest  the  proper  procedure.  After  a  little  ex|>erience 
the  auditor  will  be  able  to  recognise  every  caption  on  the 
trial  balance,  except  that  sometimes  a  "yellow  dog" 
account  is  called  "  Hanover  Bank,"  or  some  other  mislead- 
ing title.  A  glance  at  some  of  the  entries  is  usually 
enough,  however,  to  set  one  straight. 

V£rification[y^^\\\4^fjp^  LrrOOSl^ 
An  untrained  auditor  should  inspect  physically  all  assets. 
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otherwise  he  may  be  deceived ;  but  an  auditor  with  the 
requisite  training  and  experience  will  find  that  many  assets 
are  susceptible  of  actual  verification  without  the  physical 
scrutiny  otherwise  required.  Bank  balances,  for  instance, 
may  be  proved  without  visiting  the  bank  and  requiring 
them  to  show  your  clients'  money,  even  if  banks  earmarked 
all  funds  in  their  p>ossession.  A  bank  Pass  Book  indi- 
cating a  balance  in  excess  of  that  called  for  the  Cash  Book 
is,  however,  by  no  means  conclusive.  Bank  Pass  Boo'ks 
are  easily  duplicated  and  forged.  Outstanding  cheques  may 
more  than  exhaust  the  nominal  balance  shown  by  the  bank 
— ^more  than  wiping  out  the  balance  claimed.  The  pro- 
cedure in  these  two  instances  is  plain  :  The  auditor  should 
himself  secure  the  Pass  Book  from  the  bank  or  ask  for  a 
direct  confirmation,  even  if  it  were  balanced  the  day  before 
the  audit,  and  as  audits  are  usually  made  at  a  later  date 
than  that  of  the  Balance  Sheet,  an  inspection  of  the  cheques 
received  subsequently  will  probably  disclose  any  dis- 
crepancy in  the  list  of  outstandings  at  the  time  of  the 
Balance  Sheet.  It  is  hardly  necessary  to  state  that  the 
only  currency  which  should  appear  in  the  cash  drawer  is 
that  issued  by  the  United  States  Government.  Sundry 
notes  of  hand  issued  by  the  cashier  himself,  or  other 
employees,  are  no  longer  regarded  as  quite  so  good  as  gold 
coin  of  the  present  weight  and  fineness. 

Bills  Receivable f  Slocks,  Bonds ,  6^r. 

After  the  verification  of  the  cash,  which  is  the  most 
"  liquid  "  asset,  and  is,  therefore,  more  liable  to  change 
and  requires  immediate  attention,  will  come  the  examina- 
tion of  promissory  notes,  stocks,  bonds,  &c.  Without  going 
into  details  it  is  sufficient  to  say  that  no  one  should 
attempt  to  pass  on  the  adequacy  of  securities,  unless 
thoroughly  acquainted  with  the  general  laws  and  customs 
regarding  them.  This  equipment  includes  a  knowledge 
of  commercial  paper  ;  familiarity  with  corporate  stocks  and 
bonds  of  various  kinds  j  enough  knowledge  of  law  to  dis- 
tinguish between  a  third  mortgage  and  a  ground  rent ; 
and,  above  all,  enough  common  sense  and  everyday 
knowledge  of  the  market  to  be  able  to  detect  false  values 
placed  upon  beautifully  printed  certificates  and  bonds.  It 
is  quite  true  that  the  securities  of  many  sound  enterprises 
are  not  quoted  daily,  but  as  a  rule  tiiey  speak  for  them- 
selves, and  securities  concerning  which  a  trained  auditor 
finds  himself  unable  to  secure  any  independent  valuation 
should  not  be  left  to  the  handling  of  an  officer  who  is 
anxious  to  show  a  profit.  If  the  cost  of  this  entire  class  of 
assets  is  not  shown  clearly  by  the  books,  the  auditor  should 
be  careful  in  accepting  the  estimates  of  officers  as  to  their 
value.  In  this  connection  it  should  be  noted  that  all  over- 
due or  protested  notes  should  be  transferred  immediately 
to  the  Personal  Account  of  the  debtor.  The  Bills 
Receivable  Account  in  the  Ledger  is  for  live  notes  not  due, 


and  its  use  as  a  morgue  must  be  condemned  by  every 
auditor.  Accounts  receivable  can,  as  a  rule,  be  valued 
without  difficulty.  If  the  business  has  been  long 
established,  past  results  can  be  profitably  used,  and  from 
these  results  an  allowance  for  bad  and  doubtful  debts  can 
be  ascertained.  The  accountant  should  be  as  generous  as 
possible  in  this  reserve.  Of  course,  all  recent  accounts  are 
good.    But  were  not  all  bad  debts  at  one  time  "recent  "? 

Slocks  on  Hand. 

As  an  auditor  acting  in  his  professional  capacity  is  not 
an  appraiser,  he  is  not  held  responsible  for  the  value  nor 
quantity  of  the  stock  of  merchandise,  materials,  or  product 
which  is  shown  by  the  Balance  Sheet,  unless,  of  course, 
he  chooses  to  accept  responsibility.  In  practically  ever^" 
audit  of  a  commercial  undertaking  the  audit  is  commenced 
after  the  date  of  the  Balance  Sheet.  If  the  auditor 
ascertains  that  the  stock  has  been  taken  by  competent 
persons ;  certified  to  by  responsible  officials ;  the  exten- 
sions and  footings  verified  by  himself  or  his  assistants ; 
numerous  items  critically  examined  to  see  that  the  stock 
is  priced  at  cost  or  the  market,  whichever  is  the  lower ; 
that  a  careful  analysis  of  the  Profit  and  Loss  Account  does 
not  reveal  any  marked  discrepancy  between  the  inventory 
in  question  and  that  of  former  years,  unless  readily 
explained — ^he  may  feel  reasonably  safe  in  accepting  it. 
In  all  cases,  however,  his  certificate  should  set  forth  how- 
far  his  verification  has  extended. 

The  inventory  should  be  examined  first  ii  there  are 
collateral  indications  that  the  business  had  been,  profit- 
able, even  though  the  books  show  a  loss.  Inventories  are 
frequently  taken  hurriedly,  materials  in  transit  are  often 
omitted,  or  included  when  the  bills  therefor  have  not  been 
entered.  An  inventory  at  the  beginning  of  a  period  might 
be  overvalued,  and  at  the  end  undervalued,  and  numerous 
other  causes  of  errors  might  be  cited  which,  if  not  detected, 
would  result  in  misleading  statements  of  profit  and  loss. 
An  auditor  will  find  the  inventories  one  of  the  most  fruitful 
sources  of  error.  Here  also  an  auditor  will  have  to  use 
good  judgment  in  passing  values,  for  each  increase  or 
decrease  in  an  inventory  affects  the  Profit  and  Ix>ss 
Account  to  correspond.  It  is  almost  as  harmful  to  pass 
undervalues  a&  overvalues  where  the  result  of  the  audit 
may  be  improperly  used.  The  most  flagrant  cases,  how- 
ever, concern  overvaluations,  with  which  an  auditor  must 
deal  without  fear  or  favour. 

Planlj  Machinery,  Real  Eslale,  dr-v. 

If  possible  ascertain  the  exact  book  costs  of  these  assets, 
and  apply  proper  rates  of  depreciation.  This  answer, 
though  short,  is  sufficient.  Its  ramifications,  however, 
cause  the  auditor  more  trouble  than  all  the  other  asset 
and  liability  items  on  the  Balance  Sheet  combined.     An 
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auditor  whose  work  covers  perhaps  one  year  only  must 
accept  the  responsibility  of  the  whole  previous  history  of 
the  undertaking,  so  far  as  capital  assets  are  concerned, 
unless  he  specifically  disclaims  it,  and,  even  then,  stock- 
holders will  probably  hold  him  liable  if  mistakes  are  made. 
This  brings  up  the  question  of  the  auditor's  relation  to  the 
work  of  a  predecessor.  If  the  predecessor  is  a  reliable 
accountant,  his  Balance  Sheet  should,  of  course,  be 
accepted,  but  this  contingency  does  not  often  arise.  Most 
reliable  auditors  retain  their  clients,  so  that  the  work  of  a 
preceding  auditor  will  usually  bear  as  careful  scrutiny  as 
that  of  the  bookkeeper. 

If  an  appraisal  indicates  a  greater  valuation  of  capital 
assets  than  the  books  disclose,  due  perhaps  to  excessive 
depreciation  charges,  it  may  be  good  accounting  to  increase 
the  book  valuations  and  correspondingly  increase  the 
surplus.  The  surplus  so  raised,  however,  should  not  be 
us2d  for  dividend  purposes,  and  in  view  of  the  fact  that 
an  appraisal  may  affect  values  at  a  time  when  materials 
of  all  description  happen  to  be  fax  above  actual  cost  it  is 
rarely  advisable  to  disturb  the  book  valuations,  unless  to 
reduce  them  where  found  excessive.  Even  then,  if  at  cost 
and  properly  depreciated,  the  present  apparent  value 
should  not  govern.  Revaluations  are  valuable  to  adjust 
insurance  schedules,  &c.,  but  are  not  so  scientific  from  an 
accounting  standpoint  as  cost  and  depreciation.  In  rare 
cases,  where  accotmts  are  kept  too  conservatively,  items 
properly  chargeable  to  plant  have  been  charged  to  main- 
tenance. An  appraisal  should  not,  however,  be  required  to 
discover  such  a  condition.  A  proper  audit  will  be  sufficient. 
It  is  frequently  no  easy  matter  to  distinguish  between 
additions  to  plants  and  renewals,  but  the  auditor  can 
usually  rely  on  the  statement  of  an  engineer  or  superin- 
tendent, unless,  of  course,  there  is  ground  for  suspicion  of 
fraud. 

Renewals  must  not  be  classed  with  revaluations, 
although  they  have  some  points  in  common.  For  instance, 
if  an  eng:ine  costing  $i5,coo.oo  has  50  per  cent,  or  more 
greater  efficiency  than  a  $10,000.00  machine  which  it 
replaces,  there  should  be  an  increase  in  the  Machinery 
Account  of  $5,000.00.  If  proper  depreciation  has  been  pro- 
vided there  would  have  been  a  sufficient  sum  set  aside, 
plus  scrap  value,  to  contribute  $10,000.00  of  the 
$15,000.00  required.  If,  for  instance,  depreciation  were 
only  $3,000.00  and  the  old  engine  sold  for  $1,200.00  net, 
there  would  have  to  be  an  immediate  charge  against  profit 
and  loss  of  $5,800.00. 

With  respect  to  accrued  interest,  unexpired  insurance, 
&c.,  a  careful  analysis  of  the  nominal  accounts  will  dis- 
close all  prepaid  items,  and  a  careful  examination  of  the 
assets  will  show  up  accrued  items.     As  these  assets  vary 


from  year  to  year,  it  is  never  safe  to  overlook  them,  and 
they  should  be  placed  on  every  Balance  Sheet. 

Liabilities, 

The  audit  of  liabilities  need  not  be  discussed  in  detail. 
The  principal  point  to  be  urged  is  that  Rule  4  is  the  most 
difficult  to  cover  of  all  those  mentioned,  and  perhaps  the 
most  important.  A  reasonably  careful  audit  of  the  facts 
and  figures  in  the  books  will  be  sufficient  to  vouch  the 
liabilities  per  the  Balance  Sheet,  but  it  requires  more  than 
a  careful  audit  to  ascertain  whether  or  not  all  liabilities 
are,  as  a  matter  of  fact,  in  evidence.  It  requires  intuition, 
almost,  in  certain  cases  to  locate  large  bills  payable  or 
other  debts,  the  existence  of  which  has  been  hidden  from 
the  auditor.  Sometimes  these  omissions  are  intentional 
and  fraudulent,  very  often  unintentional  and  due  to  care* 
lessness,  but  in  either  case  the  auditor's  duty  is  the  same. 
His  responsibility  does  not  end  with  the  books.  He  is  not 
a  machine  to  add  up  columns ;  he  is  supposed  to  have  all 
the  skill  and  experience  which  should  always  be  expected 
of  each  member  of  a  skilled  profession.  Therefore,  if  the 
"  account  payable  **  does  not  appear  in  the  voucher  record 
he  must  notice  its  absence.  This  caution  also  covers  the 
auditing  of  items  which  do  not  usually  appear  until  the 
closing  of  the  books,  such  as  Accrued  Interest  Payable, 
Unpaid  Wages,  or  GDmmissions  to  Agents,  &c. 

In  the  case  of  contracts,  if  the  full  contract  price  has 
been  entered  as  an  earning,  an  ample  reserve  must  be 
created  to  cover  the  liability  existing  to  complete  the  con- 
tract. This  reserve  should  also  cover  the  profit  (if  any)  on 
the  unfinished  portion,  and  if  the  end  of  the  work  is  not  in 
sight  the  reserve  had  better  be  the  full  unexpended  part  of 
the  contract  price  without  taking  any  credit  whatever  for 
profit  in  the  current  period. 

Income  and  Expenses, 

The  audit  of  income  and  expenses  can  be  treaited  of  hea:e 
only  in  the  most  general  manner.  As  a  rule,  the  audit  of 
earnings  is  more  important  than  the  audit  of  cash  pay- 
ments. Not  that  the  audit  of  payments  is  not  imi)ortant, 
but  the  auditor  who  discovers  a  leak  in  earnings,  due  either 
to  faulty  methods  or  to  fraud,  is  rendering  far  more 
valuable  service  to  his  client  than  one  who  sp>ei]ds  prac- 
tically all  of  his  time  on  vouchers,  footings,  and  postings, 
and  whose  entire  report  consists  of  twelve  pages  contain- 
ing nothing  else  than  a  list  of  vouchers  not  submitted  or 
not  approved  by  three  .persons. 

As  a  rule,  a  paid  cheque,  properly  endorsed,  is  a  very 
good  voucher  wherever  the  signing  of  cheques  means  any- 
thing. True,  it  does  not  state  the  purpose,  but  the  com- 
petent auditor  can  usually  read  a  purpose  into  a  bank 
cheque.      It   may  not  be  supported  by  original  invoices 
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showing  th«  successive  records  of  receiving  clerks,  pur- 
chasing clerks,  beads  of  departments,  bookkeepers,  et  al, 
but,  if  a  test  indicates  that  all  of  these  precautions  are 
taken,  then,  as  a  rule,  the  chance  of  fraud  or  error  in  this 
branch  of  the  work  is  greatly  diminished,  and  too  much 
time  should  not  be  spent  upon  it. 

The  auditor  should  not  be  too  technical.  If  the  Minute 
Book  of  a  corporation  whose  stock  is  all  owned  by  four  or 
five  persons  does  not  indicate  a  meeting  for  several  years, 
although  the  stockholders'  Personal  Accounts  indicate  that 
profits  have  been  credited  thereto,  the  auditor  should  not 
assure  them  that  they  are  in  a  bad  way.  If  the  profits 
have  been  equitably  credited,  if  the  concern  has  actually 
earned  these  profits,  and  is  solvent,  and  if  the  State  has 
not  been  defrauded  out  of  taxes,  the  accountant  should 
not  concern  himself  if  the  stockholders  wish  to  continue 
as  of  yore.  Since  no  Court  would  stop  them,  the  auditor 
is  not  called  upon  to  interfere. 

Above  all,  the  auditor's  work  should  be  of  value  to  his 
client.  The  audit  should  be  worth  more  than  the  amount 
of  the  auditor's  fee.  Take  the  case  of  the  manufacturer 
who  also  ownjs  horses,  and  where  horse  feed  has  been  sold ; 
not  one  such  man  in  fifty  cares  whether  or  not  his  book- 
keeper credits  a  sale  of  oats  to  the  Stable  Account  or  to  the 
General  Sales  Account,  but  fifty  out  of  fifty  men  have  a 
reasonable  cause  for  complaint  against  an  auditor  who 
would  fail  to  discover  that  oats  were  being  sold,  and  that 
stable  expenses  were  increasing  beyond  reason,  the  latter 
being  readily  discovered  by  analysing  the  accounts  and 
making  up  of  a  comi>arative  statement ;  this  discovery  in 
turn  uncovering  the  fraud. 

In  conclusion,  the  auditor  should  be  practical.  No 
accountant  should  attempt  the  work  of  a  professional 
auditor  unless  he  is  able  to  take  such  a  broad  view  of  a 
Balance  Sheet  that  he  can  see  not  only  what  it  contains 
but  what  it  should  contain. 

(The  Journal  of  Accountancy,  New  York.) 


nevfew* 


The  Advance   Date   Book. 

From  June  1906  to  June  igo8. 

The  Lecture  Agency,   Lim.,  the  Outer  Temple,   Strand, 
London,  W.C.       Price  is. 

This  Date  Book  has  been  specially  compiled  for  the  use 
of  ministers,  lecturers,  public  speakers,  musicians,  enter- 
tainers, secretaries  of  societies,  managers  of  public  halls. 


and  others  who  are  compelled  to  make  engagements  a  long 
time  in  advance,  and  before  the  ordinaiy  diaries  for  the 
following  year  are  available.  It  contains  space  for  every 
day  to  June  1908,  and  a  table  up  to  December  191 2,  showing 
on  what  date  Easter  and  the  other  feast  days  and  holidays 
fall,  together  with  various  other  items  of  useful  informa- 
tion. An  insurance  policy  of  ;fioo  in  case  of  death 
by  railway  accident  for  the  twelve  months  ending  June 
30th  1907  is  included.  The  Date  Book  is  6in.  deep  by 
3in.  wide  and  about  J^in.  thick,  and  is  bound  in  best 
French  Morocco  with  rounded  corners. 


personal* 


Messrs.  William  Heppard  &  Son,  Chartered  Accoun- 
tants, have  removed  to  Imperial  Chambers,  Richmond 
Terrace,  Blackburn. 

Mr.  J.  Wood  Massev,  A.C.A.,  announces  that  he  has 
joined  Mr.  J.  F.  Remington,  A.C.A.,  in  partnership,  and 
will  practise  with  him  at  50  Cherry  Street.  Birmingham, 
under  the  style  of  J.  F.  Remington  &  Massev,  Chartcre<l 
Accountants. 


Aeetitids  tot  tbe  ensufno  Meek* 


Tuesday — Institute  of  Chartered  Accountants. — Exam- 
ination Committee  at  2  p.m. 


failures  and  Sills  ot  Sale  in  :Enolan& 
ant)  TROales* 

According  to  Kemp's  MercanHle  GajuUi^  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  April  27th,  was  147,  vis. : — 
New  Bankruptcy  Proceedings  published  in  the  London  GuMetii^ 
90 ;  Deeds  of  Arrangement  registered,  57.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were : 
Bankruptcies,  41;  Deeds  of  Arrangement,  35— total,  76: 
being  an  increase  of  71.  The  total  number  of  commercial 
failures  recorded  during  the  17  weeks  of  the  present  year  is 
2,830 ;  the  total  number  recorded  in  the  corresponding  17 
weeks  of  last  year  was  3»|5c^f(j||^^^n^2flpcrease  of  278. 
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The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
April  27th,  was  139.  The  number  in  the  corresponding  week 
of  last  year  was  iii,  showing  an  increase  of  28.  The  total 
number  filed  during  the  17  weeks  of  the  present  year  is 
2.601 ;  the  total  number  filed  in  the  corresponding  17  weeks 
of  last  year  was  2,893,  showing  a  decrease  of  292. 


Debeatures. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week 
ending  Friday,  April  27th,  amounted  to  ;f3.5i5.98i,  by  way 
of  addition  to  ;^2,970,ii9,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  :f634,36o  showing  an  increase  of 
;(2.88i.62i.  The  total  amount  registered  during  the  17 
weeks  of  the  present  year  was  ;f28,452,533  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  /26,582.375  for  the  corresponding  17  weeks 
in  1905,  showing  an  increase  of  ;(i,87o,i58. 


The  Profession  in  Scotland. 


WiU. 


Mr.  Gilchrist  Gray  Pattison,  of  Viewpark,  Rufisell  Place, 
Trinity,  Edinburgh,  formerly  secretary  of  the  City  of 
Glasgow  Insurance  Company,  and  afterwards  of  the  firm 
of  Pattison  &  MacNair,  C.A.,  Edinburgh,  who  died  on 
loth  March  last,  aged  78  years,  left  personal  estate  in  the 
United  Kingdom  valued  at  ^^24,207.  Probate  of  his  deed 
of  trust  disposition  and  settlement,  dated  25th  June  1904, 
has  been  granted  to  his  son,  Mr.  Gilchrist  Gray  Pattison, 
W.S.,  Mr.  Archibald  Ritchie  Gilchrist,  of  Hay  Lodge, 
Trinity,  Mr.  John  Sharp,  secretary,  Mr.  N.  G.  Finlay, 
W.S.,  all  of  Edinburgh. 


Penonal. 

Messrs.  Welsh,  Walker  &  Macpherson,  Chartered 
Accountants,  of  33  Cathcart  Street,  Greenock,  announce 
that  they  have  assumed. Mr.  Thomas  Ord  Sinclair,  C.A., 
as  a  partner.  The  firm-name  will  be  continued  as  at 
preseot. 


Xines  to  Dfs  Aajesti?* 

[The  Evening  News  in  a  few  crisp  paragraphs  about  an 
African  native  king  sums  him  up  as  follows  :  — 

"Khama  is  strongly  opposed  to  the  typically  African 
custom  of  polygamy.  He  has  only  one  wife,  an  educated 
woman,  to  whom  he  was  married  six  years  ago.  His  ebony 
hue  and  negroid  lips  excepted,  the  king  might  easily  pass 
in  his  customary  European  costume  for  a  grizzled  bank 
manager  or  Chartered  Accountant.**'] 

We're  sorry,  king,  to  find  your  ways 
Are  cast  in  such  a  hopeless  maze 
Of  grizzled  bankers,   F.C.A.*s — 

Ab  uno  disce  omnes ! 
You  might,  indeed,  have  walked  apart, 
A  sable  greatness  in  your  heart — 
A  model  for  a  Sargent's  art, 
A  Gainsborough's  or  Romney's. 

Deep  in  your  soul  the  slur  will  sink, 
Still  tottering  on  the  dreaded  brink, 
'Twas  cruel  thus  to  make  you  drink 

A  cup  so  sorely  tainted. 
But  with  obeisance  to  your  lot, 

In  sympathetic  phrase Eh,  what? 

We  really  hope  that  you  are  not 

So  black  as  you  are  painted. 


Cassbll's  Magazine  for  May  1906  contains :  "  J.  S.  Sargent, 
R.A./'  by  Charles  T.  Bateman,  illustrated  ;  "  The  Stockings,"  a 
complete  story,  by  Percy  Wh'te ;  *•  Benita,"  Chaps.  XXI.-end, 
by  H.  Rider  Haggard,  with  illustrations  by  Gordon  Browne,  R.I. ; 
"  England's  Loss  and  Gain  "  ;  "  My  Lady's  Gallery  "  ;  "  The 
Gates  of  the  Temple,"  a  complete  story,  by  Muriel  Hine;  "The 
Play  of  the  Hand  at  Bridge  " ;  "  Lady  Lucy's  Masquerade  " ; 
"  The  Personnel  of  Parliament "  ;  "An  Enterprising  Yankee,"  a 
complete  story,  by  Fox  Russell;  "Work  and  Play  in  Mid- 
Atlantic"  ;  "  The  Adventure  of  Godfrey  Hallett  and  the  French 
Prisoner  of  War";  "Other  People's  Humour";  "Men  and 
Things ;  "  &c.    


The  Cornhill  Magazine  for  May  contains  the  customary 
instalments  of  "  Sir  John  Constantine,"  by  Mr.  A.  T.  Quiller- 
Couch,  and  of  "  Chippinge,"  by  Mr.  Stanley  J.  Weyman.  Mr. 
Thomas  Hardy  contributes  a  lyric  entitled  "  The  Spring  Call." 
In  "  A  Talk  with  ray  Father"  Mr.  Walter  Frith  puts  into  crisp 
dialogue  form  many  of  the  artistic  reminiscences  of  the  famous 
painter  of  "The  Derby  Day."  "The  Simplon  Pass  and  the 
Great  Tunnel,"  by  Mr.  Francis  Fox,  is  a  topical  description  of 
the  work  in  view  of  its  approaching  inauguration.  "  A  French 
Traveller  in  Charles  II.'s  England  "  is  a  study  by  Mr.  D.  K. 
Broster,  based  on  an  unpublished  MS.  which  was  brought  to  his 
notice  by  Professor  Firth.  In  "The  New  Chemistry,  IV.,"  Mr.  W. 
A.  Shenstone,  F.R.S.,  writes  on  Carbon  and  the  Shapes  of  Atoms. 
Mr.  Claude  E.  Benson's  "  Venomous  Serpents "  is  a  brightly- 
written  chapter  on  natural  history,  while  Mr.  D.  G.  Hogarth's 
description  of  "  Chimaera  and  Phaselis"  is  inspired  by  a  visit 
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Mr.  Justice  Darling  explained  to  a  witness,  recently,  what 
counsel  usually  considered  "  a  good  verdict."  Counsel  was  cross- 
examining  the  plaintiff  in  an  action  for  alleged  false  imprison- 
ment. He  had  previously  defended  the  man,  and  got  him 
acquitted  on  a  charge  of  felony,  and  now  asked  him  if  he  con- 
sidered it  "a  good  verdict."  As  the  witness  did  not  understand, 
his  Lordship  told  him,  amid  much  laughter,  that  what  lawyers 
meant  as  "  a  good  verdict "  was  a  verdict  against  the  weight  of 
evidence. 


How  Fortunes  are  Earned.— Fortunes  which  sometimes 
look  excessive  may  be  the  result  of  rendering  great  services  to 
the  community.  If  a  man  by  intense  mental  application  or 
natural  aptitude  can  introduce  economies  into  railroad  manage- 
ment, he  is  worthy  of  a  large  salary.  The  salary  would  not  in 
any  case  absorb  the  entire  saving  made  to  the  stockholders  of  the 
railroad  and  to  the  public  by  the  reforms  introduced.  In  some 
cases  this  claim  of  the  inventor  is  compensated  by  the  royalties 
paid  under  the  patent  law,  but  there  are  many  services  rendered 
in  the  matter  of  organisation  which  are  not  patentable,  but  afford 
as  striking  benefits  as  patents.  From  such  services  have  come 
many  of  our  great  fortunes.  If  their  possessors  receive  what 
amounts  to  a  commission  on  the  services  they  render,  it  is  only  a 
small  part  of  the  sum  of  benefits  they  have  conferred  on  the  com- 
munity. Take  away  the  opportunity  for  winning  either  money  or 
distinction  by  rendering  such  services,  and  few  men,  as  human 
nature  is  constituted,  would  render  them.  It  is  right  that  com- 
petition between  men  should  be  brought  within  constantly 
narrower  and  narrower  rules  of  justice.  This  is  possible  without 
taking  away  the  initiative  which  makes  men  do  things,  and  seems 
to  me  the  direction  in  which,  in  spite  of  obstacles,  humanity  is 
tending. — Ntw  York  Independent. 
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M  28th     „         4% 
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The  ehartered  Acconntants' 


Benevolent  Tlssociatioiit 

President: 
B.  WATERHOUSE,   Esq. 

Treasurers : 

J.  DIX  LEWIS,  Esq. 

F.    W.    PIXLEY.    Esq. 

GERARD  VAN  DE  LINDE.  Enq. 

Bankers : 
WILLIAMS  DEACON'S  BANK,  LIM. 


J^uring  the  year  ended  31st  March  1905,  Relief  was 
granted  in  27  cases  to  the  amount  of  ^776  2s.  6d. 

J^onations  and  Annuities  to  necessitous  Members 
are  paid  only  out  of  the  net  Income  received  from 
Annual  Subscriptions  and  Investments. 

^11  Donations  and  Legacies  are  invested. 

J^ember?  of  the  Institute  of  Chartered  Accountants 
are  earnestly  requested  to  become  Members  of 
the  Association. 


MooRGATB  Place, 
LoMnoN,  B.C. 


GEORGE 


COLVILLE, 

Secretary, 


Fowler  &  Pettier, 

AUCTIONEERS,  8URYEY0R8    ft    YALUERS. 


RXarSTER     OF     CITY     OFFICES,     SHOPS,     WAREHOUSES,     ETC. 

TO     BE     LET     OR     SOLD. 

MANAOEteEST     AND     SALS     OF     REAL     ESTATE. 


k.  0.   FOWLER,  F.B.L 
0.  B.  POTTIER    FJL.I. 
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CARRY    ONE 

IN    YOUR    BAG! 


We   refer   to    our  Uteet 

SAMPLE    BOOK 
or  STOCK   RULINGS 

(over  10  patterns) 

IT  WILL  SAVE  TOU  EHDLESS  TROUBLE  when  discussing 
with  a  Client  what  Books  are  necessary. 


A   PoMt    Card  brloge   one   by  return   from- 


TOLLIT&HARVEY 


Account  Book  Experts  &  Manufacturing  Stationers, 
Dept.«<A."  79  GRE8HAM  BTRBET,  LONDON. 
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The  Accountant  is  printed  and  published  in  time  for 
Friday  Evening's  Mail. 


TERMS  OF  SUBSCRIPTION  (payable  in  advance). 

Per  annum,  post  free  (United  Kingdom)  ...    £1    4 

„  „         (Foreign     and     Colonial)       i    6 

RATES    FOR   ADVERTISEMENTS. 

Prospectuses  and  Company  Notices,  per  page  ...    ^^5    o 

Half -page  Advertisement      30 

Quarter-page  Advertisement  115 

Trade  Notices,  per  inch       o    5 

Auction  Sales,  &c.,  per  line o    o 

Partnerships,  Situations  vacant — 

Minimum  charge  for  32  words        o    2 

Per  line  afterwards        o    o 


Wheatley  Kirk,  Price  &  Co., 

(B8TABLISHBD  1850) 
YILUERB,  AUCTIONEERS  ft  ARBITRATORS 

OF    EVERY    DESCRIPTION    OF 

WORKS,  PLANT,  MACHINBRT,  ft  STOCK. 


PERIODICAL   VALUAT10S3   AT  SPECIAL   RATES. 

ANNUAL     iNSPECTiONS      FOR     D  E  PREC  i  ATI  OS . 

SALES  OF  WORKS   BY  PRIVATE  TREATY. 

PARTNERSHIPS    IN    ENOINEERINO    PROFESSION     ARRANGED^ 


46   Watling    Street,    London,  E.a 

end   ALBERT    SQUARE,    MANCHESTER. 
TkLBPHONB  5,077  Bank.      Telegraus— "INDICES,  LONDON.' 


XeaMttd  Btticles. 


The  Annual  Meeting  of  the  Institute. 


npHE  address  of  the  President  (Mr.  John 
^  Gane,  F.C.A.),  delivered  at  the  Twenty- 
fifth  Annual  Meeting  of  the  Institute,  raised 
incidentally  one  or  two  points  which  call  for 
further  mention. 

In  spite  of  all  that  can  be  said  in  favour  of 
the  view  that  a  ggg  years'  lease  is,  for  all 
practical  purposes,  equivalent  to  a  freehold, 
the  announcement  that  the  freeholders  are 
contemplating  a  sale  of  their  property  will 
have  been  received  with  interest;  and  although, 
of  course,  it  would  be  absurd  to  pay  a  fancy 
price,  we  think  the  statement  that  the  freehold 
had  been  acquired  would  be  welcomed. 

With  respect  to  the  reference  to  the  Joint 
Committee  of  the  Chartered  Societies  and  Mr. 

White's    withdrawn    motion    , 
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learn  that  the  question  is  receiving  the  serious 
consideration  of  the  Council. 

The  lesson  of  the  past  has  undoubtedly  been 
that  nothing  can  be  accomplished  by  the  inde- 
pendent action  of  the  various  societies  of 
professional  accountants,  and  the  wisdom, 
therefore,  of  making  one  more  serious  attempt 
at  unanimity  cannot  be  gainsaid.  Although 
nothing  has  been  announced  with  regard  to  the 
matter,  and  although,  of  course,  we  do  not 
speak  with  any  inside  knowledge,  we  cannot 
lose  sight  of  the  words  let  fall  by  the  President 
to  the  effect  that  if  the  Society  of  Accountants 
and  Auditors  would  agree  not  to  oppose  the 
Chartered  Societies'  Bill,  the  Institute  for  its 
part  would  be  willing  to  help  it  in  the  direction 
of  legislation  to  protect  its  own  title  against 
others.  The  suggestion  strikes  us  as  being 
eminently  fair,  and  we  feel  not  without  hope 
that  some  broad  and  comprehensive  scheme 
formulated  upon  these  lines  may  be  carried 
through  at  a  comparatively  early  date. 

The  President  made  the  usual  appeal  to 
Associates  who  were  eligible  to  take  up  their 
Fellowship;  and  it  may  perhaps  be  assumed 
that  the  views  of  those  who  have  not 
become  Fellows  were  voiced  by  Mr.  C.  P. 
Crookenden,  F.C.A.,  who  suggested  that 
a  further  entrance  fee  of  ten  guineas  and 
an  advance  of  the  annual  subscription 
to  five  guineas  was  rather  a  high  tax  in 
view  of  the  present  financial  position  of  the 
Institute.  There  may  be  something  in  the  view 
that  with  an  income  exceeding  its  expenditure 
by  some  three  thousand  pounds  per  annum 
members'  subscriptions  are  unnecessarily  high, 
but  that,  it  seems  to  us,  affords  but  little 
argument  in  favour  of  the  income  derived  from 
subscriptions  being  unequally  levied  among 
members,  and  we  imagine  that  only  quite  a 


minority  of  Associates  of  more  than  five  years' 
standing  would  care  to  seriously  suggest  that 
their  failure  to  take  up  full  membership  was 
owing  to  a  lack  of  means. 

On  the  subject  of  the  discussion  which  arose 
in  connection  with  the  Transvaal  Accountants' 
Ordinance,  1904,  little  need  be  said,  except 
perhaps  that  the  letter  which  appeared  in  our 
issue  of  the  7th  October  last,  over  the  signature 
"X.,"  did  not,  of  course,  represent  any  more 
than  it  purported  to  represent,  and  was  merely 
a  statement  of  the  views  of  the  individual  writer. 
In  a  footnote  which  appeared  at  the  time  we 
said  the  writer  should  have  given  some  proofs 
as  to  his  statements  ;  and  in  the  absence  of  any 
further  contribution  upon  the  subject  we 
thought  the  matter  was  dead  and  buried.  If, 
however,  it  should  have  given  rise  to  any  ill- 
feeling  among  our  Transvaal  subscribers  we 
can  only  express  our  regret,  coupled  with  our 
surprise  that  they  should  not  have  taken  the 
opportunity  afforded  by  these  columns  of 
placing  their  view  of  the  matter  before  our 
readers  generally.  As  we  have  very  frequently 
stated,  our  columns  are  open  to  all  responsible 
persons  for  the  expression  of  individual 
opinions  upon  all  subjects  of  general  interest, 
but  under  no  circumstances  must  it  be  supposed 
that,  even  in  cases  where  we  do  not  ourselves 
make  any  statement  with  regard  to  the  matter, 
we  necessarily  endorse  the  views  expressed  by 
our  correspondents. 

The  announcement  that  Mr.  J.  S,  Harmood- 
Banner,  F.C.A.,  M.P.,  is,  among  others, 
responsible  for  the  introduction  of  a  Bill  to 
provide  for  the  audit  of  the  Capital  Accounts 
of  certain  Trusts  will  have  been  noted  with 
considerable  interest.  We  hope  to  be  able  to 
place  a  copy  of  this  Bill  befoi:e  our  riders  at 
an  early  date.  Digitized  by  vnOOQ IC 


May  12,  1906. 


THE    ACCOUNTANT 


591 


On  the  subject  of  Chartered  Accountants 
accepting  the  position  of  auditor  of  a  company 
which  has  been  rendered  vacant  owing  to  the 
caprice  of  shareholders,  the  President's  state- 
ment that  no  rule  of  etiquette  exists  might 
well  be  construed  as  implying  that  the  view  of 
the  Council  and  of  members  generally  was  that 
there  was  nothing  improper  in  Chartered 
Accountants  thus  facilitating  the  unfair  treat- 
ment of  their  professional  brethren  by 
unthinking  or  unscrupulous  directors  and 
shareholders.  We  do  not  think  such  an 
impression  was  intended  to  be  conveyed  by  the 
President,  or  he  would  not  have  added  that 
these  considerations  show  the  great  necessity 
which  exists  for  a  statutory  provision  as  to 
notice. 

We  are  glad  to  note  the  President's  com- 
ments upon  the  subject  of  the  names  of  certain 
members  of  the  Institute  being  inserted  in  a 
large  type  in  the  Post  Office  and  Telephone 
Directories.  Such  insertions,  whether  paid 
for  or  not,  are  somewhat  in  the  nature  of 
an  attempt  at  advertising,  but  we  may  state 
that  the  mere  test  of  payment  for  an  inser- 
tion in  a  directory  is  quite  inadequate  in 
itself.  For  example,  if  a  young  Chartered 
Accountant  who  is  commencing  practice  were 
to  share  an  office  with  another,  or  say  with  a 
solicitor,  it  would  be  necessary  for  him  to  make 
a  small  payment  in  order  to  secure  the  inser- 
tion of  his  name  in  the  directory  at  all.  Such 
payment,  however,  for  obvious  reasons  could 
not  be  regarded  as  such  an  attempt  at  adver- 
tising as  to  be  unprofessional. 

At  the  conclusion  of  the  General  Meeting 
the  Twentieth  Annual  General  Meeting  of  the 
Chartered  Accountants'  Benevolent  Association 
was  held,  under  the  presidency  of  Mr.  Edwin 
Waterhouse,   M.A.,  F.C.A.     The   accounts 


then  submitted  showed  a  deficit  of  ;f  101  19s.  3d. 
on  Revenue  Account,  thus  emphasising  the 
need  for  further  annual  subscriptions.  We  are 
glad  to  notice  that  some  promises  have  already 
been  forthcoming,  but  there  is  ample  room  for 
further  help  in  this  excellent  work,  and  we 
trust  that  those  who  a  few  years  since  urged 
that  it  would  be  quite  time  enough  for  them  to 
come  forward  when  the  expenditure  exceeded 
the  income  will  now  observe  that  that  time  has 
arrived. 


Qas  Companies  and  Depreciation. 


A  S  our  correspondent  "  Spectator  "  states  in 
^^  a  letter,  which  we  reproduced  last  week, 
this  interesting  subject  has  not  been  by  any 
means  exhausted  by  the  discussions  that  have 
recently  taken  place  in  these  columns,  and  he 
himself  raises  a  new  point  which  gives  the 
matter  an  increasing  importance.  We  trust, 
therefore,  that  some  of  our  readers  who  have 
special  experience  of  the  actual  practice  of 
these  companies  will  follow  the  matter  up  and 
let  us  have  the  benefit  of  their  views. 

Our  correspondent's  statement  is  that  a 
certain  number  of  gas  companies  do  actually 
provide  for  Depreciation,  in  addition  to  the 
indirect  provision  made  by  means  of  the  statu- 
tory Reserved  Fund,  by  from  time  to  time 
capitalising  less  than  might  have  been 
capitalised  as  the  actual  cost  of  extensions  and 
improvements  in  the  equipment  of  the  under- 
taking. Where  these  extensions  are  under- 
taken simultaneously  with  the  demolition  of 
old  works  there  must,  of  course,  in  all  cases 
be  an  apportionment  as  between  Capital  and 
Revenue ;  and  inasmuch  as  no  hard  and  fast 
rule  can  be  laid  down  as  being  properly  appli- 
cable to  all  conceivable  sets  of  circumstances. 
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it  is  clear  that  the  allocation  of  expenditure  as 
between  Capital  and  Revenue  gives  the 
directors  of  these  companies  an  opportunity  of 
favouring  Capital  at  the  expense  of  Revenue, 
or  vice  versa.  It  was,  no  doubt,  with  the  object 
of  avoiding  this  that  the  Legislature  provided 
for  a  Government  audit  of  the  accounts  of 
electric  lighting  companies  and  of  certain  water 
companies,  which,  nevertheless,  in  the  proper 
sense  of  the  term  is  no  audit  at  all,  but  is  an 
inquiry  conducted  by  independent  experts  with 
a  view,  to  guarding  against  a  financial  policy 
which  might  be  unfair  to  consumers.  No  such 
safeguard  is  provided  by  the  Legislature  in 
connection  with  gas  companies  generally,  and 
we  do  not  recall  any  instance  in  which  an 
official  audit  is  provided  for  under  any  special 
Act  of  Parliament;  but  there  are,  of  course, 
certain  provisions  as  to  the  publication  of 
Balance  Sheets  which,  however  ineffective 
they  may  be,  were  doubtless  intended  for  the 
same  purpose. 

It  is  obvious,  however,  that  no  amount  of 
inspection  of  published  accounts,  more 
especially  when  conducted  by  non-experts,  will 
disclose  more  than  those  who  have  prepared 
these  accounts  are  desirous  of  making  known, 
and,  in  consequence,  it  is  always  possible  for 
the  directors  of  a  company  to  pile  up  Secret 
Reserves  without  any  suspicion  of  the  fact 
becoming  known,  at  all  events  until  those 
reserves  have  reached  considerable  propor- 
tions. Under  this  heading  of  Secret  Reserves 
we  certainly  do  not  include  a  reserve  for  the 
equalisation  of  repairs,  which  is  simply  a  book- 
keeping entry  designed  to  obviate  an  incorrect- 
ness of  a  purely  cash  basis  as  applied  to  the 
accounts  of  a  business  undertaking.  It  is  clear, 
however,  whether  gas  experts  may  be  agreed 
upon  the  point   or   not,   that   a  provision  of 


4d.  per  thousand  feet,  or  any  other  definite 
sum,  cannot  in  the  nature  of  things  represent 
the  average  expenditure  upon  repairs  and 
renewals  to  works  and  plant  at  every  gas 
works.  The  conditions  must  of  necessity  vary 
far  too  much  to  make  any  uniform  rate  even 
approximately  accurate.  A  comparison  of  the 
balance  brought  forward  on  the  Reserve 
Account  over  a  series  of  years  would  doubtless 
enable  an  accountant  to  test  whether  the 
Reserve  was  insufficient,  adequate,  or  excessive, 
but  if  the  balance  is  not  shown  as  a  separate 
item  in  the  published  accounts,  no  one  except 
those  who  have  access  to  the  books  can  be  in 
a  position  to  form  any  useful  opinion  with 
regard  to  the  matter. 

Our  correspondent  suggests  that,  as  it  is 
unlikely  that  directors  and  shareholders  would 
prefer  to  go  on  piling  up  enormous  Secret 
Reserves,  which  could  be  of  no  pecuniary 
benefit  to  themselves  except  in  the  improbable 
event  of  the  company  being  wound  up,  rather 
than  share  with  consumers  an  immediate  pecu- 
niary benefit  through  the  operation  of  the  slid- 
ing scale,  there  is  no  reason  why  directors  and 
shareholders  should  not  be  trusted  to  do  what 
is  fair  to  consumers.  In  the  great  majority  of 
cases  this  assumption  would,  no  doubt,  be  well 
founded,  but  that  .hardly  seems  to  us  to  be  a 
sufficient  ground  for  relying  exclusively  upon 
the  efficacy  of  the  sliding  scale  and  allowing 
the  other  safeguards  provided  by  the  Legisla- 
ture in  the  interests  of  consumers  to  fall  into 
disuse.  The  Legislature  has  decreed  a 
maximum  figure  for  the  statutory  Reserved 
Fund,  and  whether  or  not  thai  maximum 
affords  sufficient  provision  for  the  equalisation 
of  the  cost  of  renewals  over  a  series  of  years, 
there  can,  it  seemsitiztoi  bjis^fee  little  doubt 
that  it  was  intended  for  that  purpose,  and  that 
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it  is  contrary  to  the  spirit,  as  well  as  to  the 
letter,  of  the  Act,  that  there  should  be  other 
and  undisclosed  Reserves  in  existence  as  well. 
When  the  statutory  maximum  has  been 
reached,  we  understand  that  all  surplus  profits 
must  be  applied  in  part  towards  the  reduction 
of  the  price  of  gas.  The  operation  of  the 
sliding  scale  ought  not  to  be  delayed  because 
directors  and  shareholders  consider  the  statu- 
tory Reserve  insufficient,  nor,  it  seems  to  us, 
can  the  fact  that  an  increase  of  dividend  would 
be  simultaneously  postponed  be  in  all  cases 
regarded  as  a  satisfactory  safeguard  from  the 
consumer's  point  of  view.  We  are  quite 
willing  to  agree  that  the  provisions  of  the  Act 
of  1871  are  unscientific — confusing  as  they  do 
a  necessary  Reserve  for  Depreciation  with  a 
Reserve  Fund — but  we  do  not  think  that  is, 
of  itself,  sufficient  justification  for  a  failure  to 
carry  out  what,  it  seems  to  us,  are  the  clear 
provisions  of  the  Act. 

As  we  have  before  stated,  it  would,  we  think, 
be  of  considerable  interest  if  any  of  our  readers 
can  give  us  definite  information  as  to  what 
course  is  pursued  by  gas  companies  with  regard 
to  the  matter.  In  the  meanwhile,  however,  it 
is  of  interest  to  note  that,  according  to  the 
Municipal  Journal  of  the  27th  ult.,  the  Brighton 
and  Hove  General  Gas  Company  makes  no 
direct  charge  for  Depreciation  save  in  the  case 
of  fittings  and  stoves  lent  on  hire,  the  cost  of 
which  is  written  down  by  174  per  cent,  per 
annum.  Our  contemporary  is  pleased  to  be 
facetious  at  this  discovery,  and  appears,  with 
its  characteristic  haste,  to  have  lost  sight  of  the 
legal  aspects  of  the  matter.  If  the  Brighton 
Gas  Company  is  distributing  all  its  profits  with- 
out adequately  keeping  up  its  statutory  Reserved 
Fund,  there  may  indeed  be  ground  for 
criticising  the  wisdom  of  its  financial  policy, 


but  had  there  been  no  adequate  Reserved  Fund 
it  seems  only  reasonable  to  assume  that  our 
contemporary  would  have  drawn  attention  to 
the  matter.  As  an  instance  of  the  extraordinary 
confusion  of  mind  that  frequently  arises  in  con- 
nection with  such  subjects,  particularly  when 
discussed  by  those  connected  with  local  authori- 
ties, we  quote  the  following  words,  which  are 
attributed  by  our  contemporary  to  the  Brighton 
Borough  Accountant : — "  It  is  certain  that  if 
"  the  Brighton  and  Hove  Gas  Company  were 
"  placed  under  an  obligation  to  write  off  the 
"  difference  between  the  present  day  value  of 
''  their  capital  assets  and  the  total  capital 
"expenditure  to  date,  they  would  be  called 
"  upon  to  face  a  very  heavy  liability.'*  We 
should  be  most  interested  if  our  contemporary, 
or  anyone  else,  can  explain  to  us  what  connec- 
tion exists  between  the  writing  down  of  assets 
to  their  present  day  (or  any  other)  value,  and  the 
being  called  upon  to  face  a  liability,  heavy  or 
otherwise.  The  liability  that  will  have  to  be 
eventually  faced  is  the  liability  to  renew  assets 
as  and  when  such  renewal  becomes  necessary  ; 
and  the  liability  will  accrue  in  its  own  due  time, 
no  matter  what  figure  may  in  the  meanwhile 
be  placed  upon  the  capital  assets  in  the  books 
of  account. 


Weeftli?  Vlotes* 


Railways  and     '^^^  appointment  by  the  North-Eastem 
AdvertlilBtf       Railway  of  a  commercial  agent  inaagu- 
Agents.  rates  a  new  era  in  British  railway  policy, 

and  is  the  natural  outcome  doubtless  of  American 
experience,  where  the  press  agent  is  quite  a  valued 
ofRcer.  The  idea  is  to  exploit  the  natural  resources 
and  facilities  of  the  area  served  by  the  company — in 
other  words,  to  push  the  North- Eastern  Railway  to  the 
front.  Much  good  will  doubtless  be  done  by  successful 
co-operation  with  industrial  and  agricultural  interests, 
and  if  worked  on  a  broad  and  intelligent  basis  the 
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scheme  will  certainly  warrant  its  adoption.  Anything 
that  serves  to  show  a  real  awakening  on  the  part  of 
railway  managers  in  this  country  is  sure  of  a  hearty 
welcome. 


Tht  kvLdii  ot  From  the  memorandum  attached  to 
Trot  Aoooanti.  the  "Trust  Accounts  (Audit)  Bill,'' 
presented  to  Parliament  by  Mr.  Eugene  Wason,  we 
gather  that  the  system  of  "  compulsory  audit  "  of  the 
Capital  Accounts  of  trusts  is  merely  intended  to  provide 
for  a  periodical  production  of  the  securities  represent- 
ing the  fund,  with  a  statement  as  to  the  names  in  which 
they  stand  and  the  place  where  they  are  deposited. 
The  auditor  may  be  appointed  by  the  trustees,  or, 
failing  them,  by  the  beneficiaries  or  the  Court,  and  must 
be  either  a  member  of  the  Institute  of  Chartered 
Accountants  or  of  the  Society  of  Accountants  and 
Auditors,  or  the  manager  of  a  bank.  The  trustees  are 
required  to  kesp  a  Capital  Account  showing  the  condi- 
tion and  mode  of  Investment  of  the  trust  estate,  and 
any  dealings  therewith  from  time  to  time,  while  at  the 
annual  audit  they  must  produce  to  the  auditor  all 
securities,  stock  certificates,  bonds,  and  other  instru- 
ments of  title,  and  all  books  and  accounts.  We  do  not 
quite  understand  how  this  is  to  be  enforced  without 
compulsory  registration  of  a  copy  of  the  accounts  bear- 
ing the  auditor's  certificate,  and  in  regard  to  the 
suggestion  that  auditors  may  be  appointed  from  the 
ranks  of  bank  managers,  with  all  due  respect  to  an 
estimable  body  of  men,  we  think  the  post  of  auditor 
ought  to  be  confined  to  professional  accountants. 


BMOIMtniOtlODI. 


A  correspondent  of  The  Financial  Times, 
in  the  course  of  a  long  letter  to  that 
journal  anent  Mr.  G.  A.  Touch's  lecture  on  "  The  Science 
of  Reconstructions,"  which  has  already  appeared  in 
these  columns,  points  out  that  while  a  dissentient 
cannot  be  forced  to  take  up  shares  in  a  new  company 
involving  **  payment  of  an  uncalled  liability  "  a  good 
deal  of  compulsion  can  be  brought  to  bear  by  the  **  take 
it  or  leave  it "  doctrine.  He  also  asks  why  the  rights  of 
a  dissentient  under  a  reconstruction  scheme  in  volun- 
tary liquidation  should  not  attach  in  the  case  of  the 
sale  of  an  undertaking  by  the  directors  under  the 
terms  of  a  resolution.  It  is  said  that  to  go  into  the 
market  with  shares  which  may  be  receiving  attention 
at  the  hands  of  certain  groups  and  take  what  the 
market  offers  is  a  very  different  matter  from  receiving 
the  value  of  the  interest  as  arrived  at  by  arbitration. 
The  Klerksdorp  Gold  and  Diamond  Company  (1904), 


Lim.,  is  instanced,  and  it  will  be  interesting  to  note 
Mr.  Touch's  reply  in  due  course. 


Railway  Rating 


The  decision  of  Mr.  Walter  C.  Ryde— 


to  whom  the  appeal  of  the  Lancashire 
and  Yorkshire  Railway  against  the  assessment  of  their 
goods  stations  at  Salford  and  Pendleton  had  been 
referred  as  umpire — will,  it  is  said,  unless  the  same  is 
upset  on  appeal,  have  the  effect  of  revolutionising  rail- 
way rating.  It  is  reported  that  its  result  will  be  an 
immediate  decrease  in  the  rates  paid  by  the  railway 
companies  on  their  Goods  Yards  of  at  least  jf  250,000  per 
annum.  It  will  be  remembered  that  previously,  in 
addition  to  the  rates  on  the  profits  made  by  running 
lines,  railway  companies  have  paid  rates  on  the  value  of 
the  land  on  which  sidings  have  been  made,  and  the 
structural  value  of  the  sidings.  This  the  umpire  now 
decides  to  be  wrong  in  law,  and  that  the  railway  com- 
panies ought  to  be  free  from  special  rating  on  sidings, 
so  that  they  will  in  future  be  liable  only  for  rating  on 
running  lines. 

Bankruptoy  Law  From  a  newspaper  report  we  gather  that 
AmtDdmtDt.  a  number  of  representatives  of  the 
grocery,  provision,  and  allied  trades,  met  at  the  Grand 
Hotel,  Birmingham,  last  week  to  consider  the  advisability 
of  making  known  their  views  of  the  defects  of  bankruptcy 
law  to  the  Committee  which  has  been  appointed  by  the 
Board  of  Trade  to  inquire  into  the  subject.  We 
understand  that  an  address  upon  the  defects  existing 
in  bankruptcy  law  was  delivered  by  Mr.  Dune  Kerr, 
who  is  called  *'  the  trade  accountant.**  Among  other 
expressions  of  opinion  made  at  the  meeting  we  quote 
the  following : — 

"  It  was  a  most  unfortunate  thing  that  the  grocery, 
provision,  and  allied  trades  topped  the  list  of  bank- 
ruptcies, and  this  was  partly  attributable  to  the  fact 
that  credit  was  very  cheap." 

"The  magnitude  of  the  Board  of  Trade  scale  of 
charges  was  a  terrible  evil,  and  bore  very  hardly  on 
creditors  in  cases  where  the  assets  were  small." 
Reference  was  also  made  to  the  gross  abuse  of  the 
Married  Woman*s  Property  Act,  and  ultimately  a 
Committee  was  arranged  to  receive  and  consider  sug- 
gestions as  to  amendments  of  the  law,  and  to  authorise 
a  person  to  attend  before  the  Departmental  Committee 
to  give  expression  to  the  views  of  local  traders. 
Perhaps  some  of  our  Birmingham  readers  will  be  able 
to  explain  the  meaning  of  the  phrase  "the  trade 
accountant,*'  for  at  present  it  seems  rather  difficult  to 
comprehend.  '^ 
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MUilBg  According  to  a  Blue  Book  just  issued, 
Btetliticf.  the  number  of  persons  engaged  in 
mining  and  quarrying  at  home  and  abroad  in  1904  was 
close  upon  five  millions.  As  no  statistics  are  published 
by  several  countries— for  example,  Brazil,  China,  Persia, 
and  Turkey— and  for  the  ore  mines  and  quarries  of  the 
United  States,  the  figures  quite  probably  fall  very  far 
short  of  the  real  total.  It  is  interesting  to  note  that 
more  than  half  of  the  number  stated  were  employed  in 
obtaining  coal ;  Great  Britain  employed  over  833,000, 
the  United  States  597,000,  Germany  543,000,  France 
171,000,  Belgium  138,000,  Austria  119,000,  and  India 
nearly  93,000. 


Llcauliitf         The   case  of  The  Law   Guarantee  and 
Compeiiwttloii  and 

DebeBkore-        Trust    Society  v,   Mitcham   and  Cheam 

holders'  BMarity.  Brewery  Co,  deals  with  the  question  of 
the  distribution  and  destination  of  compensation  pay- 
able under  the  Licensing  Act,  1904,  the  question  being 
as  to  whether  the  compensation  was  payable  to  the 
trustees  for  the  holders  of  the  debenture  stock  of  the 
company  or  to  the  company  itself.  Mr.  Justice 
Kekewich  decided  that  the  former,  being  mortgagees, 
were  entitled  to  receive  the  money,  but  not  to  use  it 
since  their  right  had  not  so  accrued,  and  that  the  com- 
pany, though  they  were  not  entitled  to  receive  the 
money,  uere  entitled  to  the  use  of  it.  The  amount  paid 
as  compensation  will  therefore  presumably  be  invested 
and  the  interest  paid  to  the  company.  As  has  been 
pointed  out,  this  may  be  satisfactory  from  a  legal  point 
of  view,  but  as  regards  practice  it  seems  rather  unwise 
tliat  this  course  should  have  been  adopted,  as  doubt- 
less the  money  could  be  dealt  with  to  much  better 
advantage  than  by  investing  it  at  a  low  rate  of  interest. 


DMihoftht  ^®  i^^^r^i  to  record  the  death  of 
lBipMtor-<s«Berai  Mr.  Edwin  Hough,  late  Inspector- 
in  Bankniptey.  General  in  Bankruptcy,  which  took 
place  on  the  30th  ult.,  under  somewhat  tragic  circum- 
stances. For  some  little  time  past  the  deceased 
gentleman — who  was  fifty-six  years  of  age — had  been 
ailing  mentally,  and  he  bad  not  attended  to  his  official 
duties  since  December  last.  He  returned  from  a  visit 
to  the  Isle  of  Wight  some  three  weeks  since,  and, 
according  to  the  evidence  produced  at  the  inquest 
held  on  the  3rd  inst.,  acting  apparently  on  the  impulse 
of  the  moment,  he  threw  himself  out  of  a  window  in 
the  upper  storey  of  his  residence  at  Hampstead  on  the 


29th  ult,  succumbing  to  his  injuries  on  the  following 
day  without  having  regained  consciousness.  The  jury 
returned  a  verdict  of  suicide  whilst  of  unsound  mind. 


Articled  Olerks.  ^*  *^®  '*®^®°*  general  meeting  of  the 
Law  Society  a  member  inquired  whether 
the  Council  was  of  opinion  that  Section  4  of  the 
Solicitors  Act,  1843,  ought  to  be  amended  so  that  no 
solicitor  should  have  more  than  one  articled  clerk  at 
one  and  the  same  time  bound  by  articles  of  clerkship 
to  serve  him ;  and,  further,  that  no  solicitor  should  be 
competent  to  grant  such  articles  of  clerkship  unless 
and  until  he  had  taken  out  six  annual  certificate^.  In 
reply,  the  President  stated  that  while  there  might  be 
differences  of  opinion  with  regard  to  the  matter,  there 
did  not  seem  to  be  any  particular  reason  why  under 
certain  circumstances  a  solicitor  should  be  restricted 
to  one  articled  clerk.  Doubtless  there  were  cases  in 
which  it  would  not  be  desirable  that  articles  should  be 
entered  into  with  a  man  who  had  only  recently  been 
admitted,  but  bearing  in  mind  that  such  men  often 
became  partners  in  firms  of  long  standing  he  thought 
it  would  be  unreasonable  to  make  any  definite  rule 
with  regard  to  the  matter.  It  seems  to  us  that  the 
position  of  affairs  with  regard  to  Chartered  Accoun- 
tants lies  upon  very  much  the  same  lines.  Younger 
members  would  probably  complain  if  the  privilege  of 
accepting  articled  pupils  were  restricted  to  those  who 
had  been  upwards  of  six  years  in  practice.  It  occurs 
to  us,  however,  that  matters  would  upon  the  whole  be 
placed  upon  a  more  satisfactory  footing  if  Associates 
in  practice  were  limited  to  one  articled  pupil,  and 
Fellows  allowed  to  still  retain  their  privilege  of  taking 
two  such  pupils.  Incidentally  a  revision  of  the  rule 
upon  these  lines  might  have  the  effect  of  encouraging 
some  of  the  500  or  so  Associates  who  are  now  eligible  for 
Fellowship  to  take  up  their  full  membership. 


K  Point 


In  The  African  Farms,  Lim.^  which 
in  Company  came  before  the  Courts  a  short  time 
Windintf-up.  since,  it  was  held  that  although  as  a 
general  rule  the  statutory  affidavit  verifying  a  petition 
for  the  winding-up  of  a  company  by  the  Court  should 
be  made  by  the  petitioner  in  person,  this  rule  is 
directory,  and  not  imperative,  and  that  in  a  case  where 
the  petitioner  is  abroad,  and  the  petition  is  lodged  by 
his  power  of  attorney  acting  within  his  powers,  it  is 
sufficient  if  the  petition  is  verified  by  the  attorney's 
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affidavit.  This,  of  course,  is  in  accordance  with  one 
of  the  primary  rules  of  evidence — not  to  admit  any 
but  the  best  evidence  procurable.  In  such  a  case 
doubtless  the  evidence  of  the  attorney  would  be  more 
valuable  than  that  of  the  nominal  petitioner,  even  if 
the  latter  could  be  got  at  in  time. 


Lay  Aaditori      At   a   public    examination    held    last 
IfaiD.  week    in    the    Sheffield     Bankruptcy 

Court  in  the  failure  of  a  Sheffield  accountant,  the 
debtor  admitted  that  the  accounts  of  a  provident 
society  of  which  he  was  the  treasurer  were  audited 
last  December,  and  that  upon  the  occasion  of  such 
audit  he  was  not  asked  to  produce  the  bank  pass  book. 
While  audits  continue  to  be  conducted  upon  such  lines 
it  is,  of  course,  anything  but  surprising  that  from  time 
to  time  deficiencies  should  arise.  What  seems  to  be 
a  somewhat  similar  case  came  to  light  a  short  time 
since  in  connection  with  the  affairs  of  a  society, 
where  at  a  general  meeting,  on  a  decision  to  wind 
up,  the  directors  suggested  that  they  had  been  the 
victims  of  one  of  the  most  daring  frauds  imaginable. 
Upon  this  point,  however,  the  members  (if  we  may 
judge  from  the  report  before  us)  appeared  somewhat 
sceptical.  In  the  absence  of  detailed  information  it 
would,  of  course,  be  premature  to  apportion  blame, 
but  we  cannot  help  thinking  that  in  such  cases  it  is 
primd  facie  the  auditors  who  should  be  called  upon  for 
an  explanation. 


ProflUand  '^^^  Controller  of  the  London  County 
DtprMittlon.  Council  gave  evidence  before  Sir  Lewis 
Mclver's  Committee  of  the  House  of  Commons  on 
Tramway  Bills  last  week,  and  admitted  that  if  an 
allowance  of  one  penny  per  mile  had  been  made  for 
renewals  in  1905-6,  as  had  been  done  in  previous  years, 
the  surplus  of  four  thousand  pounds  shown  upon  the 
accounts  would  have  been  converted  into  a  deficiency 
of  six  thousand  pounds.  He  added,  however,  that  this 
Renewal  Fund  was  for  future  renewals,  and  had 
nothing  to  do  with  the  proper  maintenance  of  the 
system.  It  is  a  little  difficult  to  know  what  is  expected 
to  be  implied  by  such  a  qualification.  If  the  allowance 
of  one  penny  per  mile  was  necessary  in  previous 
years,  it  must  obviously  have  been  equally  necessary 
in  the  year  1905-6.  Can  it  have  been  that  the  reason 
why  it  was  not  provided  for  was  because  there  were 
not  sufficient  profits  earned  to  enable  it  to  be  charged 
without  showing  a  loss  on  the  year's  working  ? 


Correspondence  and  £nqutries. 


All  communications  to  the  Editor  sliould  be 
by  letter  only. 


IWe  are  at  all  times  ready  to  insert  correspondence  on 
matters  of  interest  to  the  Profession,  but  we  do  not  of  course 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon ;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents,  not  necessarily  jor 
publication,  but  as  a  guarantee  of  good  faith, "] 


Income  Tax. 

(To  the  Editor  of  The  Accountant,) 
Sir, — As  a  member  of  a  firm  of  Chartered  Accoun- 
tants it  frequently  falls  to  my  lot  to  compute  for  clients 
the  amount  that  should  be  returned  for  assessment  to 
income-tax,  and  in  a  g^eat  many  cases  I  fill  in  the  form 
of  return  myself,  after  which  the  client  signs  and 
forwards  it  to  the  Inland  Revenue  authorities. 

The  Surveyor  of  Taxes  for  the  district  being  aware 
of  this  practice  has  requested  me  to  provide  him  with 
a  list  of  all  clients  who  entrust  to  my  firm  the  com- 
puting of  the  amount  which  they  return  for  assessment, 
his  reason  for  making  such  a  request  being  that  he 
considered  thereby  a  certain  amount  of  trouble  would 
be  saved,  as  he  would  not  need  to  question  the 
accuracy  of  the  return  of  any  client  whose  name 
appeared  upon  the  list  provided  by  my  firm. 

After  considering  the  matter  I  informed  the  Sur- 
veyor that  his  request  could  not  be  complied  with,  and 
that  my  firm  was  strongly  of  the  opinion  that  to  supply 
such  a  list  as  he  required  would  be  to  commit  a  breach 
of  professional  secrecy.  The  Surveyor,  however,  was 
greatly  surprised  at  this  decision,  and  informed  me  that 
such  a  list  was  actually  supplied  to  him  by  all  the  other 
Chartered  Accountants  in  the  town,  and  that  he  was 
astonished  that  my  firm  should  be  the  only  one  to  take 
exception  to  this  most  desirable  form  of  procedure. 

I  do  not  know  whether  there  would  be  much  harm  in 
supplying  the  Surveyor  with  this  list,  providing,  of 
course,  that  our  clients  knew  that  they  were  being  listed 
up  in  this  fashion  ;  but  to  my  mind  the  chief  objection  to 
it  is  that  a  Surveyor  has  no  right  to  make  such  a 
request,  and  I  think  that  any  accountant  who  complies 
with  it  is,  to  say  the  least,  creating  a  very  undesirable 
precedent ;  in  fact,  we  do  not  know  that  matters  would 
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end  here,  and  in  course  of  time  Chartered  Accoun- 
tants might  easily  become  gratuitous  assessors  of 
income-tax. 

Perhaps,  Mr.  Editor,  you  or  some  of  your  readers 
will  express  an  opinion  upon  this  rather  important 
point,  and  oblige. 

Yours  faithfully, 

A.C.A. 


Depreciation  of  Printing:  Machinery. 

To  the  Editor  of  The  Accountant, 
Sir, — I  shall  be  much  obliged  if  any  of  your  readers 
can  [tell  me  what  allowance  is  made  by  their  local 
Surveyor  of  Taxes  for  depreciation  on  printing 
machinery.  This  machinery  is  very  fast  working,  and 
the  wear  and  tear  is  naturally  heavy,  so  that  it  would 
appear  that  a  higher  rate  of  depreciation  than  the 
ordinary  5  per  cent,  on  machinery  should  fee  allowed  in 
such  a  case. 

If  any  of  your  readers  can  instance  an  example  where 
they  have  obtained  a  higher  rate  than  5  per  cent,  it 
would  be  of  material  assistance  to  me. 

I  am,  yours  truly, 

May  2nd  1906.  ONE  INTERESTED. 


Registration  for  Accountants. 

(To  the  Editor  of  The  Accountant,) 
Sir, — The  remarks  of  the  President  at  the  annual 
meeting  of  the  Institute  on  the  2nd  inst.  with  reference 
to  the  Chartered  Societies'  Bill  and  its  relation  to  the 
Society  of  Accountants  and  Auditors  are  most  com- 
mendable, especially  t^ken  in  conjunction  with  the 
undertaking  that  Mr.  White's  motion  will  be  considered 
by  the  Council.  The  time  is  surely  ripe  for  prompt 
hiendly  action  by  all  the  Chartered  bodies,  together 
with  the  Society  of  Accountants  and  Auditors,  to 
promote  a  Bill  which  will  fairly  recognise  the  position 
of  these  Societies,  and  compel  the  registration  of  all 
practising  accountants.  The  satisfactory  solution 
desiderated  by  Mr.  Gane— on  the  lines  of  Mr.  White's 
proposed  motion,  probably— is  surely  not  difficult  of 
attainment,  if  tackled  from  a  business  point  of  view. 

Another  question  which  I  would  suggest  to  the  con- 
sideration of  the  Joint  Committee  of  the  Chartered 
Societies,  and  that  is,  the  restriction  of  apprentices.  I 
understand  the  Institute  of  Chartered  Accountants  of 
England  and  Wales,  and  the  Society  of  AccountaLts 
and  Auditors,  allow  two  apprentices  per  member,  unless 


by  permission  of  their  respective  Councils.  Whether 
this  is  so  or  not,  the  fact  remains  that  no  restriction 
obtains  in  Scotland,  and  the  number  of  young  Chartered 
Accountants  engaged  as  clerks,  and  the  number  of 
apprentices  at  present  in  Scotland,  discount  all  the 
requirements  of  the  profession  for  several  years,  even 
allowing  for  the  annual  overflow  to  England. 

Yours,  &c., 

5/A  May  1906.  SCOTTICE. 


Hire  and  Purchase  Accounts. 

(To  the  Editor  of  The  Accountant,) 
Sir,— In  Mr.  Barber's  interesting  lecture  on  Colliery 
Accounts,  reported  in  your  columns  on  the  21st  April, 
the  purchase  of  wagons  on  the  hire  and  purchase 
system  is  dealt  with,  and  the  plans  suggested  seem  open 
to  question. 

Two  alternative  plans  are  mentioned.  The  first  is  to 
*'  calculate  the  present  value  of  the  total  payment  and 
*<  take  that  as  the  capital.  The  difference  between  the 
"  present  value  and  the  total  is  the  charge  to  Revenue, 
"  which  should  be  debited  in  sevenths  annually." 

The  last  sentence  would  seem  to  contain  an  error, 
for  the  earlier  years  should  bear  the  larger  share  of 
the  Revenue  charge,  seeing  that  in  those  years  the 
greater  proportion  of  the  value  of  the  wagons  is  "  on 
loan,"  so  to  speak.  The  capital  value  still  "unpaid 
for"  is  reduced  by  every  payment  of  an  instalment, 
and  the  Revenue  charge  (for  interest)  should  be  reduced 
correspondingly. 

On  the  above  principle  the  interest,  as  reckoned  on 
the  second  method  suggested  by  Mr.  Barber,  should  be 
calculated,  not  on  the  unpaid  quarterly  balances,  but 
on  the  balances  of  unpaid  capital  value  from  time  to 
time  represented  therein. 

Mr.  Barber  would  very  possibly  explain  that  the 
method  of  charging  equal  amounts  to  Revenue  is 
largely  a  matter  of  convenience,  and  where  the  sum 
involved  is  not  large  this  justification  may  hold  good. 
At  the  same  time,  it  may  be  noted  that  the  increase  in 
charges  for  repairs  towards  the  end  of  the  period  would 
tend  somewhat  to  counterbalance  the  decrease  in 
interest  charged. 

Yours  truly. 


Oldham  y  ^th  May  1906, 


H.  W.  HAZLE 
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Forfeited  Shares. 

(To  the  Editor  of  The  Accountant,) 

Sir, — In  your  issue  of  the  21st  April  1906  appears  a 

paper  by  Mr.  W.  O.  Buxton  concerning  forfeited  shares, 

in  which  it  is  stated  that  the  only  ground  on  which 

shares  can  be  forfeited  is  for  nonpayment  of  calls  (see 

p.  507  Accountant),    This  was  surely  written  without 

full  consideration,  and  does  not  correctly  state  the 

existing  law.    I  have  before  me  an  article  of  a  company 

which  provides  that  the  shares  of  a  member  may  be 

forfeited  if  he  is  in  any  way  indebted  to  the  company, 

and  does  not  pay  the  debt  after  formal  demand.     This 

power  amounts  to  more  than  a  lien  on  the  member's 

shares.    The  article  was  drawn  by  counsel,  and  has 

been  acted  upon. 

I  should  like  to  add  that  I  have  read  Mr.  Buxton's 

paper  with  great  interest,  as  it  is  evidently  carefully 

written  and  a  useful  contribution  on  the  subject  it  <ieals 

with. 

Yours  faithfully, 

Gravesend,  yth  May  1906.  A.  WARR  KING. 

[If  our  correspondent  will  give  us  the  exact  wording 
of  the  article  referred  to,  we  shall  be  glad.  Primd  facie 
it  seems  bad. — Ed.  Acct,'] 


Ube  ^bartered  Bccountants'  6olf  Club. 


Mr.  H.  W.  D.  Soper  beat  Mr.  H.  Wingfield  in  the  Final 
of  the  Annual  Tournament. 

Medal  Competition. 

1  Mr.  W.  Clark  Pettigrew  ..         ..       89-  4  =  85 

2  ,,    M.  Jenks  94-   8  =  86 

/    ,,    D.Hill,Junr 93-6=87 

3^     „  S.  Cronk  94-   7  =  87 

i    „  T.Wise  101-14  =  87 

6      ,,  E.C.Brown 100-10  =  90 

1,,  F.  H.  Gruning  ..         ..     106-14=92 

,,  S.C.Leonard loi-  9=92 

,,  T.D.Cocke 107-15  =  92 

10      ,,  W.  E.  Mounsey         ..         ..     114-20=94 

I    „  A.Page  109-14=95 

"t    ,,  H.W.D.Soper         ..         ..     103-8=95 

13      ,,  W.  W.  Read 106-10  =  96 

12  others  made  no  return. 

The  9th  annual  general  meeting  was  held  after  the  com- 
petition, and  the  following  officers  were  re-elected  : — 

President,  Mr.  Ernest  Cooper ;  Captain,  Mr.  J.  Gurney 
Fowler ;  Hon.  Treasurer,  Mr.  A.  O.  Miles  ;  Hon.  Secretary, 
^.  Hill,  Junr. 


Messrs.  J.  Ford  and  J.  Gane  retired  from  Commiltee, 
and,  being  eligible,  were  re-elected. 

The  Auditors,  Mr.  Frank  Hyland  and  Mr.  A.  S.  Gedge, 
were  also  re-elected. 

The  next  competitions  will  probably  take  place  at 
Sandwich  and  Deal,  about  the  2Sth  and  29th  June,  if 
permission  can  be  obtained. 


Hepfew* 


A  Manual  of  Bookkeeping  for  Solicitors. 


By  J.  M.  Woodman,  F.C.A. 


London,    1906:    Butterworth   &  Co.,   11   &   12  Bell  Yaid, 
Temple  Bar.     Second  Edition.     Price  5s. 

It  is  many  years  since  the  first  edition  of  this  work  was 
issued,  and  in  the  meanwhile  a  considerable  amount  of 
attention  has  been  devoted  to  the  subject  of  Solicitors* 
Accounts.  The  need  for  an  up-to-date  treatment  of  the 
subject  is  thus  apparent,  but  it  seems  doubtful  whether 
the  numerous  pro  formd  rulings  have  received  this  careful 
revision,  as  the  dates  in  most  cases  still  relate  to  the  19th 
century.  A  system  providing  for  the  separation  of  own 
and  clients'  moneys  has  now  been  added,  but  in  these  days 
it  seems  to  lis  that  it  would  have  been  better  to  treat  that 
as  the  foundation  of  the  whole  system  of  bookkeeping,  and 
not  merely  as  an  alternative  system.  We  formed  so  favour- 
able an  opinion  of  this  manual  when  it  was  fi.rst  issued  in 
1 888  that  we  cannot  help  regretting  that  more  attention  has 
not  been  devoted  to  bringing  it  properly  into  line  with  the 
very  altered  conditions  at  present  obtaining.  Had  the 
work  been  rewritten  instead  of  being  merely  revised,  its 
value  at  the  present  time  would,  we  think,  have  been 
materially  improved. 


A)eetind0  for  tbe  ensuind  Meei;« 


^/o«(^y— Manchester    Chartered     Accountants    Stu- 
dents' Society. — Annual  Meeting. 


Tws^^— Birmingham  Chartered  Accountant  Students' 
Society. — Annual  Meeting,  a|<^  ^§3i¥b4lT  ^Street ; 
6.30  p.m. 
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JLbc  ametfcan  Central  Sanft  Scbeme* 


A  SCHEME  is  on  foot  in  New  York  to  establish  a  great 
Central  Bank,  with  a  capital  of  $50,000  or  $100,000,  for  the 
purpose  of  regulating  the  money  market. 

The  general  question  of  the  utility  in  the  States  of  a 
Central  Bank,  similar  to  those  of  Europe,  has  been  taken 
up  by  the  Special  Committee  on  Currency  Reform  recently 
appointed  by  the  New  York  Chamber  of  Commerce. 

This  Special  Commttee  is  composed  of  John  Claflin, 
Chairman;  Frank  A.  Vinderlip  (Vice-President  of. the 
National  City  Bank),  Vice-chairman ;  Isidor  Straus ; 
Dumont  Clark ;  Charles  A.  Conant ;  and  Joseph  French 
Johnson  (Dean  of  the  School  of  Commerce,  Accounts,  and 
Finance,  New  York  University),  Secretary  of  the 
Committee;  and  in  addition  to  the  main  and  most 
important  question,  the  Committee  have  put  forward  27 
queries,  which  have  been  addressed  to  the  various  bankers 
throughout  the  country. 

These  questions  are  very  interesting  indeed,  in  view  of 
the  monetary  situation  in  New  York,  and  our  readers  will 
doubtless  be  glad  to  have  them  in  extenso. 

Do  you  believe  that  a  Central  Note-Issuing  Bank, 
similar  to  those  in  France,  Germany,  Austria-Hungary, 
and  other  countries  in  Europe,  with  brajiches  in  leading 
cities  and  with  the  power  to  re-discount  for  national 
banks  and  State  banking  institutions,  but  not  for  indi- 
viduals, would  be  a  better  solution  of  the  present 
currency  problem  that  a  plan  permitting  all  banks  to 
issue  notes  against  their  resources? 

(i)  Do  you  believe  some  change  is  desirable  in  the 
existing  system  of  issuing  bank-note  currency? 

(2)  Do  you  believe  the  Sub-Treasury  is  a  disturbing 
factor  in  the  money  market? 

(3)  If  so,  do  you  believe  that  provision  should  be  made 
for  regular  deposit  in  the  banks  of  the  surplus  of 
Government  funds,  above  a  reasonable  balance,  upon 
such  terms  as  will  afford  safety  and  perhaps  a  small  profit 
\o  the  Treasury? 

(4)  Do  you  regard  the  bank  note  as  a  form  of  bank 
obligation  the  same  in  principle  as  the  obligation  to  pay 
a  deposit  on  demand,  and  do  you  believe  that  the  use  of 
bank  notes  where  they  are  the  most  convenient  form  of 
credit  should  be  freed  from  existing  restrictions,  except 
such  as  are  required  to  insure  safety,  acceptability,  and 
conversion  on  demand  into  standard  money? 

(5)  Is  it  important,  if  a  more  flexible  currency  system 
is  sought,  to  take  measures  to  avoid  impairing  the  market 
value  of  United  States  bonds  as  a  basis  of  circulation  ? 

(6)  If  new  currency  issues  are  made,  is  it  advisable  that 
they  be  made  a  homogeneous  part  of  the  present  note- 
issue  system  by  increasing  somewhat  above  par  the  pro-  I 
(>ortion  of  notes  which  may  be  issued  upon  bonds,  or  ! 
should  an  independent  system  of  note-issue  be  adopted? 


(7)  Do  you  believe  that  national  banks  should  be  autho- 
rised to  issue  a  certain  proportion  of  currency  upon  their 
general  resources,  such  notes  being  secured  in  case  of 
failure  by  a  guaranty  fund  or  otherwise? 

(8)  Is  it  advisable,  if  additional  bank-note  circulation 
is  authorised,  to  subject  it  to  a  graduated  tax  intended 
to  compel  the  retirement  of  the  notes  under  the  higher 
rates  of  taxation  when  the  special  need  for  them  has 
passed? 

(9)  If  authority  is  given  to  issue  additional  bank-notes, 
in  what  proportion  to  capital  do  you  think  they  should 
be  allowed,  and  under  what  rate  of  taxation,  if  you 
favour  a  graduated  tax? 

(10)  If  you  do  not  favour  the  issue  of  currency  under 
modest  rates  of  taxation,  for  use  under  ordinary  con- 
ditions, do  you  favour  an  emergency  circulation  issued 
at  a  high  tax,  as  proposed  by  Secretary  Shaw  in  his 
annual  report  for  1905? 

(11)  Do  you  favour  the  constitution  of  a  guaranty  from 
the  proceeds  of  taxation  to  cover  the  losses  on  notes  for 
which  the  assets  of  a  failed  bank  are  insufficient? 

(12)  The  taxes  collected  on  circulation  of  national  banks 
from  1864  to  June  30  1905  reached  the  sum  of  $96,220,997. 
The  failed  banks  whose  affairs  have  been  closed  had  at 
the  date  of  failure  an  outstanding  note  circulation  of 
$17,295,748.  Dividends  paid  on  claims  proved  averaged 
77.95  per  cent.  At  the  same  rateable  proportion  of  loss 
the  deficiency  on  account  of  notes,  if  these  had  not  been 
secured  by  deposit  of  bonds,  would  have  amounted  to 
only  $3,813,712  (22,05  P^r  cent,  of  $17,295,748),  or  less 
than  4  per  cent,  of  the  total  taxes  collected  upon  circula- 
tion. Does  this,  in  your  opinion,  warrant  the  conclusion 
that  a  guaranty  fund  consisting  of  the  taxes  paid  upon 
circulation  would  be  sufficient  to  secure  the  payment 
in  full  of  the  notes  of  failed  banks?  If  not,  upon  what 
grounds  do  you  base  your  conclusion?  What  other  safe- 
guards, if  any,  are  required  to  insure  the  payment  in  full 
of  the  notes  of  failed  banks? 

(13)  Is  it  or  is  it  not  desirable,  if  bank  notes  are  issued 
not  fully  secured  by  bonds,  to  give  discretion  to  the 
Comptroller  of  the  Currency  to  require  the  deposit  of 
collateral  with  Clearing  House  Committee  or  other 
custodian? 

(14)  Is  it  desirable  to  make  bank-notes  a  first  lien  upon 
assets,  or  should  they  share  only  rateably  with  other 
claims? 

(15)  Do  you  think  that  a  graduate  tax  upon  circulation 
would  tend  to  secure  elasticity  and  to  detrie  notes  that 
were  not  needed?  Do  you  think  that  such  tax  would 
produce  sufficient  elasticity,  or  do  you  think  additional 
measures  should  be  taken. 

(16)  Do  you  believe  that  redemption  of  notes  at  New 
York,  Chicago,  New  Orleans,  San  Francisco,  and  other 
United  States  Sub-Treasury  cities,  without  cost  to  the 
bank  presenting  them,  would  tend  to  stimulate  redemp- 
tions and  adapt  the  currency  to  commercial  nee<^ 
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(17)  Would  you  favour  a  system  of  note-issue  similar 
to  the  Canadian,  the  right  of  issue  being  limited  to  banks 
of  large  capital,  say  not  less  than  $500,000,  with  four  or 
more  central  redemption  cities? 

(18)  Do  you  believe  that  a  central  note-issuing  bank, 
similar  to  those  in  France,  Germany,  Austria-Hungary, 
and  other  countries  in  Europe,  with  branches  in  leading 
cities,  and  with  the  power  to  re-discount  for  national 
banks  and  State  banking  institutes,  but  not  for  indi- 
viduals, would  be  a  better  solution  of  the  present 
currency  problem  than  a  plan  of  permitting  all  banks  to 
issue  notes  against  their  resources? 

(19)  Would  a  central  note-issuing  bank  tend  to 
diminish  fluctuations  in  the  rate  of  interest,  to  prevent 
recurring  periods  of  monetajy  stringency,  and  to  lessen 
the  evils  incident  to  financial  crisis? 

(20)  Should  such  a  bank  be  made  the  fiscal  agent  of  the 
Government  in  receiving  Government  funds  and  paying 
Treasury  drafts,  as  are  the  central  note-issuing  banks  of 
Europe? 

(21)  Would  the  operations  of  such  a  bank  interfere 
unduly  with  the  business  of  existing  banking  institutions, 
provided  it  dealt  only  with  banks  and  not  with 
individuals? 

(22)  Would  country  banks  regard  such  a  bank  as  tend- 
ing to  diminish  the  necessity  for  borrowing  from  city 
correspondents  ? 

(23)  Would  the  fact  that  such  a  bank  could  re-discount 
for  State  banking  institutions  as  well  as  national  banks, 
thus  extending  the  use  of  its  credit  and  credit  currency  to 
both,  give  such  a  plan  an  advantage  over  a  plan  whose 
scope  was  confined  to  national  banks  alone? 

(24)  Should  the  Government  appoint  the  officers  of  such 
a  bank  and  a  majority  of  the  board  of  directors,  or  should 
the  control  rest  with  stockholders? 

(25)  Do  you  think  the  headquarters  of  such  a  bank 
should  be  in  Washington  or  elsewhere? 

(26)  Do  you  believe  that  there  are  sound  political 
objections,  apart  from  its  economic  merits,  to  the  crea- 
tion of  such  a  central  bank? 

(27)  Have  you  any  other  suggestions  to  make  regarding 
the  improvement  of  the  currency  system? 


Cbatteted  accountant  Students  Society 
of  Xondon. 


Parliamentary  Companies. 

By  Frank  Noel  Keen,  LL.B.,  A.C.A. 
(Of  the  Middle  Temple,   Barrister-at-Law.) 


A  LECTURE  delivered  before  the  Chartered  Accountant 
Students  Society  of  London  on  March  28th  1906. 

CJioice  of  Subject. 
I  have  chosen  to  deal  this  evening  with  the  subject  of 
companies  incorporated  by  special  Act  of  Parliament  partly 


because  it  is,  I  think,  a  little  out  of  the  oidinaiy  ran  of 
the  subjects  of  your  law  lectures  and  partly  because  it 
comes  within  the  sphere  of  private  Bill  legislation  with 
which  I  have  much  to  do  in  the  course  of  my  everyday 
professional  work.  I  do  not  propose,  nor  would  it 
be  possible  in  the  time  at  my  disposal,  to  deal 
with  the  subject  at  all  comprehensively  but  I  shall 
endeavour  to  give  you  a  rough  idea  of  some  of 
the  characteristics  presented  by  parliamentary  com- 
panies, with  which  it  may  be  the  fortune  of  any  of  you 
to  become  acquainted  in  the  capacity  of  accountant, 
auditor,  secretary,  liquidator,  receiver,  or  expert  witness, 
and  I  am  afraid  that  in  the  course  of  the  lecture  I  must 
trouble  you  with  some  very  dull  extracts  from  Acts  of 
Parliament. 

Class  of  Companies  Dealt  with. 
A  distinction  should  be  drawn  at  the  outset  between 
two  different  classes  of  company  regulated  by  special 
Act.  In  the  first  place  there  are  a  few  companies 
formed  under  the  provisions  of  general  Acts,  such  as 
limited  companies  under  the  Companies  Act  1862  and  life 
assurance  companies,  which  find  occasion  to  obtain  special 
Acts  for  particular  purposes— it  may  be  for  altering  the 
rights  of  members,  or  conferring  special  powers  of  borrow- 
ing or  of  reconstructing  their  Capital  Accounts,  or  for 
enabling  them  to  carry  on  some  particular  businesses 
requiring  special  legal  privileges  (such  as  the  business  of 
gas  supply  or  electric  lighting,  for  instance).  In  the 
second  place  there  are  companies  actually  created  and 
incorporated  by  special  Act,  and  owing  their  entire  exist- 
ence and  constitution  to  the  special  legislation  affecting 
them.  It  is  of  this  second  class  alone  that  I  propose  here 
to  treat — the  companies  that  are  purely  the  creatures  of 
special  Act — and  I  shall  throughout  have  English  com- 
panies only  in  mind,  ignoring  Scotch  and  Irish. 

Effect  of  a   Private  Act  of  Parliament   regulating  a 
Company, 

It  should  always  be  remembered  that  the  provisions  of 
the  Acts  relating  to  these  companies,  no  matter  how 
trivial  the  subjects  to  which  they  happen  to  refer,  are  part 
of  the  law  of  the  land.  In  the  case  of  the  ordinary  limited 
company  formed  under  the  Companies  Act  1862  both  the 
powers  of  the  company  and  matters  of  detail  affecting  its 
management  are  regulated  by  the  memorandum  and 
articles  of  association  which  have  no  statutory  force  and 
are  invalid  if  and  so  far  as  they  conflict  with  the  general 
law,  but  in  the  case  of  the  parliamentary  company  every- 
thing is  regulated  by  the  special  Act  whose  provisions  are 
clothed  with  just  as  much  authority  as  those  of  the  Com- 
panies Act  1862  itself  or  any  other  general  statute.  The 
theory  of  the  English  Constitution  gives  complete 
sovereignty  to  the  King  in  Parliament.  It  is  said  that  an 
Act  of  Parliament  can  do  anything  except  change  a  man 
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into  a  woman  or  a  woman  into  a  mpja,  and  I  can  assure  you, 
from  some  considerable  acquaintance  with  th«  contents  of 
Private  Acts,  that  Parliament  sometimes  succeeds  in 
giving  its  seal  to  enactments  which  effect  results  widely 
different  from  those  probably  within  the  contemplation  of 
the  legislators  and  the  parties  interested. 

Private  legislation  in  company  matters  is  thus  a  very 
convenient  and  use>ful  instrument  but  also  an  instrument 
that  needs  very  careful  handling.  By  means  of  appropriate 
wording  in  a  private  Act  a  company  can,  if  Parliament 
approves,  be  invested  with  any  power  or  subjected  to  any 
limitation  suitable  to  its  special  circumstances  without  any 
risk  that  in  subsequent  legal  proceedings  such  power  or 
limitation  can  be  held  illegal  and  void ;  but  on  the  other 
hand  when  once  the  Act  containing  such  power  or  limita- 
tion has  received  the  Royal  Assent  it  cannot  be  annulled  or 
altered  in  any  manner  save  under  the  authority  of  a  further 
Act  of  Parliament. 

Promotion  of  a  Parliamentary  Company. 

Before  proceeding  to  consider  the  ordinary  features  of 
the  ccmstitution  of  a  company  incorporated  by  sp>ecia] 
Act  I  propose  to  say  something  as  to  the  promotion  of  such 
a  company.  Until  the  special  Act  is  passed  the  company 
has  no  legal  existence  and  cannot  itself  enter  into  any 
transaction  nor  can  anyone  act  as  agent  so  as  to  bind  the 
company  when  it  comes  into  existence.  The  responsibility 
for  matters  relating  to  the  future  company  and  for  the 
proceedings  on  the  Bill  in  Parliament  is  taken  by  a  pro- 
moter or  promoters,  who  provide  all  the  necessary  costs 
and  expenses ;  and  the  Act  when  passed  always  contains 
in  its  last  section  a  provision  specially  empowering  the 
company  to  pay  the  costs  charges  and  expenses  of  and 
incident  to  the  preparing  obtaining  and  passing  of  the 
Act,  which  provision  has  been  interpreted  by  the  Courts 
as  conferring  upon  the  responsible  promoters  the  right  to 
recover  their  disbursements  from  the  company  by  action 
but  not  as  conferring  a  right  of  action  against  the  company 
upon  any  solicitors  engineers  or  other  persons  concerned  in 
the  promotion  of  the  Bill  but  employed  by  the  responsible 
promoters  under  contract.  The  promoters  of  a  parliamentary 
company  generally  do  not  belong  to  the  professional 
promoting  class  frequently  met  with  in  conn^ion  with 
limited  companies.  Generally  speaking  they  are  land- 
owners, traders,  or  other  persons  of  means  in  the  locality 
in  which  the  company  is  intended  to  operate,  who  make 
a  considerable  subscription  to  the  company^s  capital  and 
are  named  in  the  Act  as  being  the  first  mem^rs  of  the  com- 
pany, all  or  some  of  them  being  also  named  in  the  Act 
as  the  first  directors.  When  this  plan  is  strictly  followed 
no  occasion  arises  for  the  payment  of  promotion  money, 
but  in  some  cases,  and  I  believe  the  practice  is  growing, 
syndicates  are  formed  for  the  purpose  of  floating  parlia- 
mentary undertakings,  but  the  only  way,  I  believe,  in 


which  anything  in  the  nature  of  promotion  money  can  be 
paid  is  through  the  mediumship  of  a  contractor  who  under- 
takes the  construction  of  the  works  of  the  company.  The 
necessary  preliminary  expenses  in  respect  of  professional 
costs,  stamp  duties,  advertisements,  and  other  similar 
charges  are  recognised  as  properly  payable  out  of  the 
capital  funds  of  a  parliamentary  company  but,  so 
far  as  I  know,  Parliament  never  sanctions  the  grant 
to  a  company  of  power  to  pay  promotion  money 
nor  does  the  law  imply  such  a  power  as  incidental 
to  the  company^s  authorised  operations.  In  cases 
however  where  the  backing  given  to  the  company  by 
persons  interested  in  the  locality  to  be  served  by  its  under- 
taking is  not  suflScient  to  start  it  fairly  on  its  way  it  is, 
I  believe,  sometimes  found  that  the  prospect  of  obtaining 
the  contract  for  constructing  the  works  of  the  company  on 
profitable  terms  is  sufficient  inducement  to  a  contractor  to 
guarantee  the  subscription  of  the  required  capital  and 
either  himself  to  take  up  shares  or  to  provide  the  commis- 
sions profits  and  expenses  necessary  for  attracting  money 
from  financial  quarters. 

Prospectus, 
A  prospectus  issued  for  the  purpose  of  inviting  subscrip- 
tions for  the  capital  of  a  parliamentary  company  stands  in 
a  very  different  position  from  that  of  the  prospectus  of  an 
ordinary  limited  company  since  the  provisions  of  the 
Companies  Act  1900  as  to  the  matters  to  be  disclosed  and 
other  conditions  to  be  complied  with  in  connection  with 
prospectuses  have  no  application  to  it.  The  prospectus  of 
a  parliamentary  company  is  however  subject  to  the 
common  law  as  to  the  consequences  of  misrepresentation 
and  of  course  therefore  any  parties  responsible  for  its 
issue  have  every  reason  for  making  sure  that  it  truthfully 
and  fairly  represents  the  facts  relating  to  the  company. 

Incorporation  of  Companies  by  Special  Act. 
The  practice  of  incorporating  public  companies  by 
special  Act  dates  from  a  period  long  previous  to  the  exist- 
ence of  the  general  Acts  for  registration  of  joint-stock 
companies.  I  cannot  tell  you  when  it  originated,  but  I 
find  it,  in  practice,  no  very  unusual  thing  to  have  to  wade 
through  ponderous  company  legislation  enacted  in  the 
reign  of  some  one  of  the  Georges.  Before  1845  the  Acts 
were  always  of  great  length  because  each  one  had  to  con- 
tain provisions  for  regulating  the  company's  proceedings 
in  matters  of  detail  which,  from  that  time  onwards,  the 
promoters  were  enabled  to  provide  for  by  incorporating, 
with  or  without  modification,  the  provisions  of  certain 
"  Clauses  "  Acts  as  they  are  called.  These  Clauses  Acts 
set  out,  in  groups  of  sections  convenient  for  adoption  in 
whole  or  in  part,  certain  provisions  which,  at  the  time  of 
their  enactment,  were  commonly  repeated  in  the  special 
Acts  of  company  after  company. 
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Use  of  "" Clauses"  Ads. 
It  is  desirable  to  realise  veiy  clearly  what  is 
the  meaning  and  the  effect  of  the  incoiporation 
of  a  Clauses  Act.  Suppose  that  you  are  appointed 
to  act  as  auditor  of  a  parliamfontaiy  company,  say 
a  gas  company  incorporated  by  special  Act,  and  you 
wish  to  familiarise  yourself  with  the  statutory  provisions 
regulating  it.  You  obtain  a  copy  of  the  special  Act  and 
commence  to  read  it.  You  may  expect  to  find  that  the 
first  section  gives  the  short  title  by  which  the  Act  is  to  be 
cited.  The  second  section  has  against  it  the  marginal 
note  "Incorporation  of  Acts.*'  I  will  take  one  at  random 
and  read  you  what  it  says.  This  is  from  the  Epping  Gas 
Act  1905  :  — 

The   following   Acts    and   parts   of   Acta    are   hereby 
incorporated  with  this  Act  (namely):  — 
ITie  Companies  Clauses  Consolidation  Act  1845  (except 
the  provisions  relating  to  the  conversion  of  borrowed 
nx>ney  into  capital) : 
Part  I.  (relating  to  cancellation  and  surrender  of  shares) 
Part  II.  (relating  to  additional  capital)  and  Part  III. 
(relating  to  debenture  stock)  of  the  Companies  Clauses 
Act  1863  as  amended  by  subsequent  Acts : 
The  Lands  Clauses  Acts  (except  the  provisions  thereof 
with  respect  to  the  purchase  and  taking  of  lands  other- 
wise than  by  agreement  and  with  respect  to  the  entry 
upon  lands  by  the  promoters  of  the  undertaking) : 
The  Gasworks  Clauses  Act  1847  (except  Sections  30  to 
34)    and  the  Gasworks   Clauses   Act    187 1  :    Provided 
that  Section  13  of  the  former  Act  shall  be  read  as  if 
the  words  "  or  any  premises  "  were  inserted  after  the 
words  "private  building." 
That  means  that  each  of  the  Clauses  Acts  there  named, 
to  the  extent  and  subject  to  the  modifications  there  men- 
tioned, must  be  taken  to  be  reprinted  word  for  word  in 
the  Epping  Gas  Act  1905  and  read  as  part  of  that  Act  sub- 
ject to  this  proviso  that  if  it  is  found  that  any  of  the  pro- 
visions   of    the    Clauses    Acts    thus    incorporated    are 
inconsistent  with  special  enactments  contained  in  the  main 
body  of  the  Act  then  such  special  enactments  must  be 
taken  as  overriding  those  provisions  of  the  Clauses  Acts. 
So  far  as  possible  however  a  consistent  interpretation  must 
be  found  for  all  parts  of  the  Act  taken  as  a  whole  including 
the  incorporated  clauses. 

Companies  Clauses  Ads, 
The  first  of  the  Acts  thus  incorporated  is  the  Companies 
Clauses  Consolidation  Act  1845  ^^^  t^^Js  will  be  found 
similarly  incorporated  in  the  Act  of  any  parliamentary 
company  whether  formed  to  carry  on  a  gasworks,  water- 
works, railway,  tramway,  or  any  other  kind  of  under- 
taking. The  subject-matters  with  which  it  deals  may  be 
indicated  roughly  by  mentioning  the  headings  under  which 
various  sets  of  its  clauses  are  grouped.  They  are  as 
follows: — 


The  distribution  of  the  capital  of  the  company  into 

shares 
The  payment  of  subscriptions  and  the  means  of  enforcing 

the  payment  of  calls 
The  forfeiture  of  shares  for  non-payment  of  calls 
The  remedies  of  creditors  of  the  company  against  the 

shareholders 
The  borrowing  of  money  by  the  company  on  mortgage  or 

bond 
I      The  conversion  of  the  borrowed  money  into  capital 
The  consolidation  of  the  shares  into  stock 
The  general  meetings  of  the  company  and  the  exercise 

of  the  right  of  voting  by  the  shareholders 
The  appointment  and  rotation  of  directors 
The  powers  of  the  directors  and  the  powers  of  the  com- 
pany to  be  exercised  only  in  general  meeting 
The  proceedings  and  liabilities  of  the  directors 
The  appointment  and  duties  of  auditors 
The  accountability  of  the  officers  of  the  company 
The  keeping  of   accounts   and  the   right    of  inspection 

thereof  by  the  shareholders 
The  making  of  dividends 
The  making  of  bye-laws 
The  settlement  of  disputes  by  arbitration 
The  giving  of  notices 
The  recovery  of  damages  not  specially  provided  for  and 

penalties 
The  provision  to  be  made  for  affording  access  to  the 

special  Act  by  all  parties  interested 
The  next  Act  incorporated  or  rather  partly  incorporated 
is  the  Companies  Clauses  Act  1863,  whose  provisions  are 
arranged  in  four  separate  parts  dealing  with  separate  pur- 
poses for  which  a  company  may  want  to  provide,  viz.  :  — 

Part  I.  Cancellation  and  surrender  of  shares 

Part  II.  Additional  capital 

Part  III.  Debenture  stock 

Part  IV.  Change  of  name. 
This   1863  Act  has  been   amended  by   the   Companies 
Clauses  Act  1869,  and  the  1845  -^^t  has  been  amended  by 
the  Companies  Clauses  Consolidation  Act  1888  and  the 
Companies  Clauses  Consolidation  Act  1889. 

♦  Lands  Clauses  Ads* 

The  next  Acts  incorporated  are  the  I^^ands  Clauses  Acts, 
which  consist  of  the  I^nds  Clauses  Consolidation  Act  1845 
and  certain  amending  Acts,  viz. :  the  Lands  Clauses  Con- 
solidation Acts  Amendment  Act  i860,  the  Lands  Clauses 
Consolidation  Act  1869,  and  the  Lands  Clauses  (Umpire) 
Act  1883.  These  Acts  provide  the  detailed  machine'  for 
regulating  the  acquisition  of  lands  required  for  under- 
takings or  works  of  a  public  nature.  They  include,  among 
other  things,  provisions  authorising  sales  to  be  made  to 
the  company  by  trustees  and  others  holding  land  under 
conditions  which  would  otherwise  prevent  their  selling, 
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and  provisions  as  to  payment  of  compensation  to  peirsons 
whose  lands  are  acquired  or  injuriously  affected.  The 
clauses  are  grouped  under  two  principal  divisions  accord- 
ing to  whether  it  is  intended  that  the  company  shall  be 
empowered  to  compel  the  owners  against  their  will  to  sell 
certain  lands  to  the  company  or  that  the  company  shall 
be  empowered  to  acquire  lands  only  by  agreement  with  the 
owners.  You  will  have  noticed  that  in  the  case  of  the 
Epping  Gas  Company  power  was  sought  for  acquisition 
only  by  agreement  and  the  compulsory  purchase  pro- 
visions were  excluded  from  incorporation.  I  may  say 
here  that  the  granting  of  compulsory  purchase  powers 
involving,  as  it  does»  the  forcible  interference  with 
private  rights  of  property  is  hedged  about  with  precau- 
tions, and  the  particular  lands  sought  to  be  acquired 
compulsorily  have  to  be  defined  on  plans  and  described 
in  boolcs  of  reference  deposited  in  certain  public 
offices  when  the  Bill  is  in  course  of  promotion, 
and  notices  have  to  be  given  by  the  promoters 
to  the  landowners  affected  in  accordance  with  certain 
Standing  Orders  of  the  Houses  of  Parliament.  The 
compulsory  powers  also  cannot  be  put  into  force 
by  the  company  until  the  whol^  of  the  capital  with 
which  ft  is  incorporated  is  subscribed  unless  the  special 
Act  expressly  provides  for  their  exercise  on  the  subscrip- 
tion of  some  smaller  sum. 

Gasworks  Clauses  Acts, 
The  otiier  Acts  incorporated  in  the  Epping  Act 
are  the  Gasworks  Clauses  Acts  1847  ^^^  ^^7^»  that 
of  1847  ^^^  ^^  original  Act  containing  the  general 
provisions  as  to  gas  supply  commonly  repeated  in 
the  special  Acts  of  all  gas  companies  at  the  time  when  it 
was  passed,  and  the  Act  of  1871  containing  amending  pro- 
visions and  further  clauses  which  had  become  common  by 
1 87 1.  I  may  add  here  that  there  are  a  good  many  further 
clauses  which  now,  after  the  expiration  of  another  35  years, 
have  become  usual  and  which  the  draughtsmian  gets  rather 
tired  of  inserting  in  one  Bill  after  another,  and  the  time 
has  about  arrived  when  Parliament  might  set  itself  to  the 
passing  of  a  new  Gasworks  Clauses  Act.  Such  a  measure 
would  not  involve  any  call  upon  the  resources  of  the 
Chancellor  of  the  Exchequer  and  could  not  attract  any 
obstructive  debate,  so  I  think  the  present  Government  with 
its  conkfortable  majority  might  well  undertake  it. 

Other  Clauses  Acts, 

These  Acts  of  1847  ^^^  '^7'  ^^  ^^  course  adopted  only 
where  the  undertaking  to  be  carried  on  by  the  company 
comprises  the  supply  of  gas,  and  other  Clauses  Acts  are 
adopted  in  the  case  of  other  undertakings.  The  titles  of 
the  other  Clauses  Acts  in  use  will  serve  to  indicate  the 
principal  classes  of  undertaking  for  the  carrying  on  of 
which  parliamentary  companies  are  created.    They  are: — 


The  Railways  Clauses  Consolidation  Act  1845  and  the 
Railways  Clauses  Act  1863 

The  Harbours,  Docks  and  Piers  Clauses  Act  1847 

The  Waterworks  Clauses  Acts  1847  ^^^  '^3 

The  Electric  Lighting  (Clauses)  Act  1899. 

The  Tramways  Act  1870  (Parts  II  and  III) 

The  Markets  and  Fairs  Clauses  Act  1847 

I  should  mention  that  in  the  case  of  a  railway  company 
there  are  several  general  railway  Acts  which  apply  to 
every  railway  company  without  being  incorporated  in  the 
special  Act  (including  the  Railway  Companies  Act  1867, 
which  contains  importamt  provisions  as  to  issue  of  capital 
and  exercise  of  borrowing  powers  and  as  to  arrangements 
with  creditors).  Similarly  in  the  case  of  an  electric  com- 
pany the  Electric  Lighting  Acts  1882  and  1888  are  not 
incorporated  but  apply  to  the  company  as  general  Acts. 

In  the  case  of  the  Markets  and  Fairs  Clauses  Act  1847 
it  is  not  often  now  that  this  is  incorporated  in  the  Act  of 
a  company,  the  local  authorities  having  for  the  most  part 
taken  over  the  work  of  managing  markets  and  fairs. 

Miscellaneous  Companies, 
I  do  not  mean  to  suggest  that  the  above  list  of  Clauses  Acts 
indicates  in  any  way  exhaustively  the  kinds  of  undertaking 
for  which  parliamentary  companies  are  incorporated.  All 
sorts  of  companies  for  miscellaneous  purposes  are  pro- 
jected from  time  to  time  and  as  an  example  of  an  unusual 
sort  of  scheme  submitted  to  Parliament  I  may  mention 
that  in  the  present  Session  a  Bill  is  being  promoted  to 
incorporate  a  company  for  the  purpose  of  constructing  a 
large  main  road  in  West  Middlesex,  and  for  acquiring 
land  adjoining  this  projected  road,  and  developing  it  as  a 
building  estate. 

Differences  between  Acts  of  Different  Companies, 
Now  it  is  obvious  that  the  incorporation  of  Clauses 
Acts  is  calculated  to  promote  similarity  in  the 
statutory  regulations  affecting  different  companies,  but  I 
want  particularly  to  caution  you  against  the  drawing  of 
rash  generalisations  from  the  knowledge  you  may  acquire 
of  the  Acts  of  particular  companies.  You  should  never 
assume  that  because  a  certain  regulation  has  to  be  com- 
plied with  by  one  or  two  parliamentary  companies  there- 
fore it  has  to  be  complied  with  by  all  parliamentary  com- 
panies, or  that  because  a  certain  power  is  vested  in  one 
or  two  companies  you  have  known — say  water  compani^ 
— ^therefore  it  is  vested  in  a  third  water  company  you  may 
happen  to  have  to  deal  with.  Differences  of  drafting 
between  the  special  Acts  of  different  companies  of  similar 
type  are  found  in  matters  both  great  and  small  and  I  feel 
that  I  cannot  too  emphatically  recommend  you  to  study 
carefully  closely  and  patiently  the  provisions  of  the  Act 
or  Acts  governing  any  company  whose  powers  it  may  be 
important  for  you  to  be  accurately  acquainted  with, 
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I  now  come  to  consider  more  in  detail  some  of  the 
statutory  provisions  affecting  parliamentary  companies  and 
particularly  in  relation  to  those  financial  and  other  matters 
in  which  you  are  specially  interested,  but  it  must  be  under- 
stood that  I  cannot  give  you  an  account  of  laws  applicable 
to  all  companies  but  merely  refer  to  the  contents  of  the 
Clauses  Acts  and  to  enactments  which  are  more  or  less 
commonly  found  in  the  special  Acts  by  which  companies 
are  governed. 

Raising  of  Capital  Moneys, 
The  capital  funds  of  parliamentary  companies  are 
generally  provided  by  one  or  more  of  the  following 
means: — Shares,  stock,  unsecured  bonds,  mortgages, 
secured  debentures,  and  secured  debenture  stock.  The 
money  is  usually  contributed  by  private  individuals  or 
companies,  but  in  a  few  exceptional  cases  you  find  Parlia- 
ment authorising  subscriptions  to  be  made  out  of  public 
funds,  as  for  example  in  the  case  of  the  Manchester  Ship 
Canal  Company,  a  considerable  part  of  whose  capital 
expenditure  has  been  provided  by  the  Manchester  Corpora- 
tion under  Parliamentary  authority.  By  the  Bill  I  men- 
tioned to  you  just  now  as  being  puromoted  in  the  present 
Session  for  construction  of  a  main  road  in  West  Middlesex 
it  is  sought  to  authorise  certain  local  authorities  to  take 
up  a  limited  portion  of  the  capital  of  the  proposed 
company. 

Share  and  Stock  Capital, 
It  is  common  parliamentary  practice  to  draw  a  distinc- 
tion between  the  original  capital  with  which  a  company's 
undertaking  is  started  and  the  additional  capital  provided 
for  subsequent  extensions  and  improvements,  the  theory 
being  that,  in  regard  to  the  more  speculative  classes  of 
business,  the  persons  who  are  adventurous  enough  to 
embark  their  money  in  an  untried  venture  are  justified  in 
claiming  a  larger  return  upon  their  investment  than  those 
•  who  subscribe  to  a  going  concern.  The  distinction  is  of 
less  importance  in  the  case  of  the  ordinary  shares  or 
stock  of  companies,  such  as  railway  companies,  in  connec- 
tion with  which  no  limit  of  dividend  is  usually  imposed, 
than  in  the  case  of  certain  companies,  such  as 
those  for  gas  and  water  supply,  in  which  it  is  usual  to 
allow  a  dividend  up  to  say  10  per  cent,  per  annum  on  the 
original  ordinary  capital  whereas  in  the  case  of  the  addi- 
tional capital  the  dividend  is  limited  to  a  lower  maximum 
rate  varying  in  different  instances.  In  the  case  of  a  gas 
or  water  company  the  additional  capital  is  also  required 
to  be  issued  by  auction  or  tender  so  as  to  ensure  that  the 
highest  possible  price  shall  be  obtained  for  it  and  there- 
for the  lowest  possible  amount  distributed  for  dividend  in 
comparison  with  the  amount  received  on  Capital  Account. 

A  company  cannot  attach  any  preference  to  particular 
issues  of  shares  or  stock  unless  in  pursuance  of  statutory 


authority.     In  the  case  of  original  capital  it  is  not  the 
ordinaiy  practice  to  permit  any  part  to  be  issued  as  pre- 
ferred but  all  is  constituted  as  ordinary  capital.     Some 
companies  are  however  given  power,  under  certain  con- 
ditions, to  sub-divide  their  original  ordinary  shares  after 
issue  into  preferred  halves  and  deferred  halves,  the  pre- 
ferred half  of  each  share  being  entitled  to  a  non-cumu- 
lative preference  dividend    at    a    fixed    rate  before  the 
deferred  half  receives  any  dividend,  and  the  deferred  half 
taking  the  balance  of  dividend  on  the  whole  share,  but 
neither  half  taking  anything  at  all  except  so  far  as  the 
whole  share  if  undivided  would  have  been  entitled  to  divi- 
dend.   In  the  case  of  additional  capital  it  is  usual  to  give 
a  company  the  option  of  issuing  either  ordinary  or  prefer- 
ence shares  or  stock.    Where  preference  shares  are  autho- 
rised and  Part  II.  of  the  Companies  Clauses  Act  1863  is 
incorporated  that  Part  regulates  the  terms  of  issue  except 
so  far  as  the  special  Act  otherwise  provides,  and  under 
that  Part  it  is  provided  that  the  additional  capital  may 
be  raised  by    the   issue   of   new    shares    or  stock  either 
ordinary  or  preference  and  either  of  one  class  and  with 
like  privileges  or  of  several  classes  and  with   different 
privileges  and  of  the  same  or  different  amounts  and  respec- 
tively with  any  fixed  fluctuating  contingent  preferential 
perpetual  terminable  deferred  or  other  dividend  or  interest 
not  exceeding  the  rate  prescribed  in  the  special  Act  and  if 
no  rate  is  prescribed  then  not  exceeding  the  rate  of  5  per 
cent,  per  annum  but  any  preference  assigned  to  any  shares 
or  stock  so  issued  is  not  to  affect  any  guarantee  or  any 
preference  or  priority  in  payment  of  dividend  or  interest 
on  any  shares  or  stock  that  may  have  been  granted  by  the 
company  under  or  confirmed  by  any  previous  Act  and  the 
preference  shares  are  to  be  non-cumulative.    Part  II.  also 
provides,  in  the  case  of  additional  capital,  that  the  creation 
of  the  new  shares  or  stock  must  be  sanctioned  by  a  pre- 
scribed majority  of  votes  at  a  meeting  of  sharehc4ders 
specially  convened,  and  further  provides  for  the  new  shares 
or  stock  t>eing  first  offered  at  par  to  holders  ol  the  existing 
ordinary   shares   or  stock   in  cases   where   the  ordinary 
shares  or  stock  are  at  a  premium.    These  provisions  are 
however  subject  to  variation  by  the  special  Act,  and,  as  I 
have  already  mentioned,  it  is  the  regular  practice  in  the 
case  of  gas  and  water  companies  to  require  the  applica- 
tion of  what  are  known  as  the  **  auction  clauses,'*  under 
which     the     shares     or     stock     constituting    the     addi- 
tional   capital    must    be    offered    for    sale    by    auction 
or   tender  in   a  prescribed   manner   so   as   to  yield  the 
company  the  highest  price  obtainable.  In  some  recent  cases 
[x>wer  has  been  given  to  a  company  t>efore  offering  shares 
to  existing  shareholders  or  for  sale  by  auction  or  tender  to 
offer  them  on  certain  terms  to  consumers  of  the  company^s 
gas  and  employes  in  the  service  of  the  company  (see  for 
example   Section    24   of  the   Brentwood    Gas   Act    1905). 
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Part  II.  makes  no  provision  as  to  a  preference  being  given 
in  xespect  of  v^aymemt  of  capital,  and  the  preference  and 
ordinary  shares  in  a  parliamentary  company  would  doubt- 
less be  entitled  to  rank  upon  equal  termis  for  the  purpose 
of  a  distribution  of  assets  in  the  absence  of  any  direction 
to  the  contrary  in  the  special  Act  and  the  inclusion  of  such 
a  direction  would  be  quite  unusual.  I  believe  it  is  not  so 
unusual,  though  still  by  no  means  common,  for  a  special 
Act  to  sanction  the  issue  of  shares  carrying  the  right  to  a 
cumulative  preference  dividend. 

Limitation  of  Dividend, 
It  is  quite  a  common  thing  for  a  parliamentary  company 
to  be  placed  under  a  limitation  as  regards  the  rate  of  divi- 
dend it  may  pay  upon  its  ordinary  capital  and  in  the  case 
of  gas  and  water  companies  the  Gasworks  and  Water- 
works Clauses  Acts  provide  that  the  profits  of  the  under- 
taking to  be  distributed  in  any  year  shall  not  exceed  the 
rate  prescribed  in  the  special  Act  or  where  no  rate  is  so 
prescribed  they  shall  not  exceed  10  per  cent,  per  annum  on 
the  paid-up  capital  in  the  undertaking  unless  a  larger  divi- 
dend be  at  any  time  necessary  to  make  up  the  deficiency  of 
any  previous  dividend  which  shall  have  fallen  short  of 
that  rate,  any  surplus  profits  beyond  that  rate  being,  subject 
to  the  question  of  reserve  funds  (which  I  will  deal  with 
later  on),  applicable  to  reduction  of  the  charges  for  supply 
of  gas  or  water,  and  I  may  mention  that  for  this  purpose 
the  income-tax  payable  on  the  profits  may  not  be  charged 
before  arriving  at  the  10  per  cent,  but  has  to  be  borne  by 
the  shareholders  out  of  the  10  per  cent. 

Sliding  Scale. 
Another  common  method  of  regulating  by  special  Act 
the  dividend  on  ordinary  capital  in  the  case  of  gas  com- 
panies is  by  the  application  of  a  sliding  scale,  under  which 
the  rate  of  dividend  payable  varies  automatically  in  a 
certain  inverse  ratio  with  the  price  charged  to  consumers 
for  gas.  In  such  cases  the  special  Act  fixes  a  staikdard  price 
of  gas  aiKl  a  corresponding  standard  rate  of  dividend  and 
provides  that  for  every  penny  or  part  of  a  penny  by  which 
the  actual  price  charged  for  gas  is  less  than  the  standard 
price  the  dividend  may  exceed  the  standard  rate  by  a  fixed 
proportion,  say  five  shillings  or  two  shillings  and  sixpence 
per  one  hundred  pounds,  and  for  every  penny  or  part  of  a 
penny  by  which  the  actual  price  charged  for  gas  exceeds 
the  standard  price  the  dividend  must  be  less  than  the 
stazKlard  rate  by  at  least  that  fixed  proportion.  A  similar 
principle  has  been  applied  in  the  case  of  some  of  the  large 
electric  power  supply  companies. 

Proportion    between    Dividends    on    Different    Classes    of 
Ordinary  Shares  or  Stock. 
In  cases  where  the  dividends  on  dififerent  classes  of 
ordinary  shares  or  stock  are  limited  to  different  maximum 


rates  it  is  usual  for  the  special  Act  to  contain  a  darection 
that  in  the  event  of*tiie  profits  of  any  year  being  insufficient 
to  pay  the  full  maximum  dividemls  a  proportionate  reduc- 
tion shall  be  made  in  the  dividend  payable  on  each  class. 

Premiums  on  Issue  of  Shares  and  Stock, 
It  is  desirable  to  notice  that  where  a  power  to  raise 
additional  capital  is  conferred  it  is  generally  framed  in 
such  a  manner  that  the  sum  named  in  the  special  Act  as 
authorised  to  be  raised  includes  the  proceeds  of  any 
premiums  obtained  upon  the  issue,  so  that  in  cases  where 
a  premium  is  obtained  the  nominal  amount  oi  the  shares 
or  stock  capable  of  being  issued  may  be  considerably  less 
than  the  amount  named  in  the  additional  capital  clause  of 
the  special  Act. 

Issue  of  Shares  and  Stock  at  a  Discount. 

One  striking  difierence  between  parliamentary  companies 
and  limited  companies  registered  under  the  Companies 
Acts  is  that  a  parliamentary  company  is  usually  permitted 
in  case  of  need  to  issue  its  shares  in  any  additional  capital 
at  a  discount. 

As  regards  original  capital  Section  8  of  the  Companies 
Clauses  Consolidation  Act  1845  which  prescribes  who  shall 
be  shareholders  says  "Every  person  who  shall  have  sub- 
"*  scribed  the  prescribed  sum  or  upwards  to  the  capital  of 
"*  the  company  or  shall  otherwise  have  become  entitled  to 
*'  a  share  in  the  company  and  whose  name  shall  have  been 
''entered  on  the  Register  of  Shareholders  heceinafter  men- 
'^tioned  shall  be  deemed  a  shareholder  of  the  company." 
It  is  very  doubtful  whether  any  shares  whose  issue  is 
governed  solely  by  this  section  and  which  are  to  be  subject 
to  payment  by  calls  can  be  issued  at  a  discount.  The  point 
was  incidentally  mentioned,  but  not  decided,  by  the  Court 
of  Appeal  in  the  case  of  Webb  v,  Shropshire  Railways  Co, 
(1893)  3  Ch.  307,  and  by  Romer,  J.,  in  Statham  v,  Brighton 
Marine,  &*c.  Pier  Co.  (1899)  i  Ch.  199,  and  I  am  not  aware 
that  it  has  subsequently  come  up  for  decision.  In  the 
Shropshire  Railways  case  it  was  held  that  original  capital 
created,  under  the  terms  of  a  special  Act,  in  the  form  of 
stock  instead  of  shares  could,  in  an  appropriate  case,  be 
issued  as  fully  paid  at  a  discount.  In  the  Brighton  case  it 
was  held  that  original  shares  could  similarly  be  issued  at  a 
discount  when  issued  as  fully  paid  but  Romer  J.  in  that 
case  mentioned  that  it  was  his  present  c^inion  (though  he 
had  not  expressly  to  decide  the  point)  that  if  original  shares 
were  subscribed  for  they  must  be  paid  for  in  full. 

In  the  case  of  additional  capital  however  Section  21  of 
the  Companies  Clauses  Act  1863  provides  that,  subject  to 
the  provisions  I  have  already  mentioned  as  to  the  new 
shares  or  stock  being  o£fered  to  the  holders  of  ordinary 
shares  or  stock  when  this  is  at  a  premium,  the  company 
may  from  time  to  time  dispose  of  new  shares  and  new 
stock  at  such  times  to  such  persons  on  such  terms  and 
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conditions  and  in  such  manner  as  the  directors  think 
advantageous.  As  oiiginally  enacted  that  section  then  pro- 
ceeded as  follows: — "But  so  that  not  less  than  the  full 
**  nominal  amount  of  any  share  or  portion  of  stock  be  pay- 
"able  or  paid  in  respect  thereof."  This  proviso  was 
repealed  by  the  Companies  Clauses  Act  1869  which  then 
enacts  in  Sections  6,  7,  and  8  as  follows :  — 

Section  6.  Any  shares  forming  part  of  the  capital 
(whether  original  or  additional)  authorised  to  be  raised 
by  any  special  Act  of  a  company  passed  before  the 
present  session  which  have  not  been  disposed  of  may  be 
disposed  of  in  manner  provided  by  Part  II.  of  the  Com- 
panies Clauses  Act  1863  as  amended  by  ^this  Act  and 
that  part  as  so  amended  shall  be  deemed  incorporated 
with  such  special  Act  accordingly. 

7.  Provided  that  any  shares  the  creation  whexeof  has 
been  authorised  by  a  company  but  which  have  not  been 
issued  before  the  passing  of  this  Act  shall  not  be  issued 
on  any  terms  other  than  those  whereon  the  same  might 
have  been  issued  if  this  Act  had  not  been  passed  unle<(8 
and  until  the  issue  thereof  on  terms  other  than  as  afore- 
said is  after  the  passing  of  this  Act  authorised  by  the 
company  in  manner  provided  by  Part  II  of  the  Com- 
panies Clauses  Act  1863. 

8.  Provided  always  that  this  Act  shall  not  be  construed 
to  alter  or  extend  the  provisions  of  any  Act  relating  to 
dhare  capital  in  respect  of  which  the  amount  of  profits 
to  be  divided  is  limited  to  a  fixed  rate  per  centum  upon 
the  paid-up  capital  of  the  company. 

Issue  of  Shares  as  Fully  Paid. 
As  a  general  rale  there  is  nothing  in  a  company's  special 
Act  to  prevent  the  issue  of  shares  as  fully  paid  in  con- 
sideration of  money's  worth  instead  of  money,  and  the 
Companies  Clauses  Acts  contain  no  provision  stipulating 
for  the  prior  registration  of  a  contract  in  writing  or  for 
observanoe  of  any  other  formalities  in  respect  to  such  an 
issue.  Any  such  transaction  must  however  be  perfectly 
bond  fide  and  in  case  of  the  issue  of  shares  either  at  a 
discount  or  as  fully  paid  it  will  be  a  misfeasance  on  the 
part  of  the  directors  for  which  they  will  be  answerable 
in  damages  if  the  company  does  not  receive  what  is,  under 
all  the  drcumstanoes  of  the  case,  a  fair  equivalent  for 
the  shares  parted  with. 

Calls, 
The  conditions  under  which  the  amount  payable  upon 
the  shares  in  a  parliamentary  company  may  be  called 
up  are  usually  prescribed  in  the  special  Act,  which 
generally  includes  a  provision  that  not  more  than  one-fifth 
of  the  amount  of  a  share  shall  be  called  up  at  one  time. 
In  the  case  however  of  the  issue  of  additional  capital  by 
auction  or  tender  the  auction  clauses  already  referred  to 
provide  for  the  payment  up  of  the  full  price  of  the  shares 
together  with  any  premium  within  three  months  after  the 
<(ale.    Section  24  of  the  Companies  Clauses  Consolidation 


Act  1845  provides  that  a  company  may  receive  payments 
from  shareholders  in  advance  of  calls  and  may  in  respect 
thereof  pay  interest  at  such  rate  not  exceeding  the  legal 
rate  of  interest  for  the  time  being  as  the  shar^idder  and 
the  company  may  agree  upon. 

Forfeiture  and  Surrender  of  Shares. 
The  Companies  Clauses  Acts  contain  provisions  autho- 
rising the  forfeiture  of  shares  for  non-payment  of  calls, 
and  allowing  the  company  in  case  of  forfeiture  either, 
with  the  consent  of  the  shareholder  and  the  sanction  of  a 
general  meeting,  to  cancel  and  extinguish  the  shares,  or, 
without  the  consent  of  the  shareholder,  to  sell  the  shares 
and,  if  it  proves  impossible  to  sell  them  for  a  sum  equal 
to  the  arrears  of  calls  interest  and  expenses  due  thereon, 
to  cancel  the  shares  subject  to  certain  conditions  and  with 
the  authority  of  the  resolution  of  a  general  n^eting  and 
without  prejudice  to  the  right  to  recover  subsequently 
from  the  shareholder  the  amount  due  less  the  value  of  the 
shares.  Section  9  of  the  Companies  Clauses  Act  1863  pro- 
vides that  the  company  may  from  time  to  time  accept  on 
such  terms  as  they  think  fit  surrenders  of  any  shares  which 
have  not  been  fully  paid  up.  Section  io  of  the  same  Act 
provides  that  the  company  shall  not  pay  or  refund  to  any 
shareholder  any  sum  of  money  for  or  in  re^>ect  of  the 
cancellation  or  surrender  of  any  share.  Section  11  makes 
provision  as  to  the  issue  of  new  shares  in  place  of  any  that 
have  been  cancelled  or  surrendered. 

Return  of  Capital  to  Shareholders. 
The  circumstances  under  which  capital  paid  up  in 
respect  of  shares  may  be  returned  to  shareholders 
and  the  consequences  to  follow  from  any  such 
return  are  not  very  clearly  prescribed  under  the 
Companies  Clauses  Acts,  but  the  strict  legal  rule  against 
reduction  of  capital  which  you  are  accustomed  to 
in  the  case  of  ordinary  limited  companies  clearly  does  not 
apply,  since  Section  121  of  the  Companies  Clauses  Con- 
solidation Act  1845  ^^  dealing  with  dividends  makes  the 
following  provision: — "The  company  shall  not  make  any 
"  dividend  whereby  their  capital  stock  will  be  in  any  degree 
"  reduced  ;  provided  always  that  the  word  '  dividend '  shall 
"  not  be  construed  to  apply  to  a  return  of  any  portion  of  the 
"capital  stock  with  the  consent  of  all  the  mortgagees  and 
"bond  creditors  of  the  comi>any  due  notice  being  given 
"for  that  purpose  at  an  extraordinary  meeting  to  be  con- 
"vened  for  that  object." 

Consolidation  of  Shares  into  Stock. 
Shares  when  fully  paid  up  may  be  consolidated  into 
stock  with  the  consent  of  a  specified  majority  at  a  general 
meeting  of  the  company  in  accordajace  with  provisions  in 
that  behalf  contained  in  the  1845  Clauses  Act  and  a  com- 
pany is  sometimes  authorised  by  its  special  Act  to  issue 
capital  in  the  form  of  stock  instead  of  shares,  the  stock* 
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holders  being  entitled  to  rights  corresponding  to  those  of 
shareholders. 

Borrowing  Powers, 

We  come  now  to  the  question  of  the  raising  of  capital 
by  means  of  loans.  A  paarliamentary  company  has  no 
power  to  borrow  at  all  unless  authority  so  to  do  is  con- 
tained in  the  express  provisions  of  the  Acts  of  Parliament 
by  which  it  is  governed,  and  it  cannot  borrow  by  any 
method  other  than  such  as  that  authority  expressly  or 
impliedly  covers. 

The  Companies  Clauses  Acts  deal  only  with  the 
machinery  by  which  borrowing  is  to  be  regulated  where 
it  is  allowed  and  they  do  not  confer  any  actual  power  to 
borrow  but  leave  this  to  be  conferred,  if  at  all,  by  the 
special  Act.  It  is  the  ordinary  practice  for  the  special 
Act  of  a  company  to  confer  such  a  power  but  to  limit  the 
amount  which  may  be  borrowed.  The  method  of  defining 
the  limitation  varies  considerably  in  different  cases  and 
careful  attention  should  be  paid  to  the  wording  of  the 
borrowing  clauses.  It  is  the  ordinary  practice  to  define 
the  borrowing  powers  in  such  a  way  that  the  maximum 
amount  authorised  to  be  borrowed  shall  bear  some 
definite  relation  to  the  amount  of  capital  raised  by  shares 
or  stock,  and  at  the  present  time  the  proportion  com- 
monly allowed  is  one-third.  In  some  cases  the  plan  is 
adopted  of  authorising  the  company  to  borrow  sum^  not 
exceeding  in  the  whole  one-third  part  of  the  capital  raised 
and  actually  issued  by  shares  or  stock  but  not  to  borrow 
any  part  thereof  until  the  whole  of  the  shares  and  stock 
at  the  time  issued  together  with  any  premium  thereon 
has  been  fully  paid  up.  Another  plan  is  to  authorise  the 
company  to  borrow  up  to  a  fixed  sum  (say  ;^3oo,ooo  where 
the  share  capital  is  ;f9oo.ooo)  but  not  to  borrow  any  part 
thereof  until  the  whole  of  the  share  capital  is  issued  and 
one-half  thereof  is  paid  up  and  one-fifth  part  of  the  amount 
of  each  separate  share  has  been  paid  up.  Another  plan 
is  to  divide  the  shaire  capital  into  blocks  (say  of  ;^3oo,ooo 
each)  and  to  provide  that  in  respect  of  each  block,  when  it 
is  all  issued  and  one-half  is  fully  paid  up  and  one-fifth  of 
each  separate  share  in  the  block  is  paid  up,  the  company 
may  borrow  a  fixed  amount  (say  ;^ioo,ooo).  In  addition 
to  any  conditions  and  limitations  which  may  be  prescribed 
by  the  special  Act,  Section  38  of  the  Companies  Clauses 
Consolidation  Act  1845  provides  that  the  order  of  a  general 
meeting  of  the  company  shall  be  required  for  sanctioning 
the  raising  of  any  moneys  which  the  company  axe  autho- 
rised to  borrow  on  mortgage  or  bond. 

In  some  cases  the  rate  of  interest  which  the  company 
may  pay  upon  loans  is  restricted  by  the  prescribing  of  a 
maximum  in  the  special  Act. 

Debenture  Stock. 
As  an  altenkatiTeto  borrowing  on  mortgage  a  company  is 
usually  empowered,  with   the  sanction   of   a  prescribed 


majority  of  votes  at  a  general  meeting  of  the  company,  to 
create  and  issue  debenture  stock  in  manner  provided  by 
Part  III.  of  the  Companies  Clauses  Act  1863.  That  Act 
miakes  the  debenture  stock  with  the  interest  thereon  a 
charge  upon  the  undertaking  of  the  company  prior  to  all 
shares  or  stock  of  the  company,  and  gives  the  interest  on 
debenture  stock  priority  of  payment  over  all  dividends 
or  interest  on  any  shares  or  stock  of  the  company  whether 
ordinary  or  preference  or  guaranteed,  and  provides  that 
such  interest  shall  rank  next  to  the  interest  payable  on  the 
mortgages  or  bonds  for  the  time  being  of  the  company 
legally  granted  before  the  creation  of  such  stock,  but  that 
the  holders  of  the  debenture  stock  shall  not  as  among 
themselves  be  entitled  to  any  preference  or  priority.  These 
provisions  are  howeveo:  usually  varied  by  the  special  Act 
to  the  extent  of  making  the  interest  on  all  debenture  stock 
and  all  mortgages  issued  under  the  Act  rank  pari  passu 
and  have  priority  over  all  principal  moneys  secured  by 
such  mortgages. 

Section  34  of  the  1863  Act  provides  that  the  company's 
powers  of  borrowing  and  reborrowing  shall,  to  the  extent  of 
the  money  raised  by  the  issue  of  debenture  stock,  be 
extinguished. 

Under  Section  35  of  the  same  Act  "mortgage  prefer- 
ence stock"  and  "funded  debt"  are  classed  along  with 
debenture  stock,  and  the  provisions  of  that  Act  are  made 
applicable  to  them  as  if  they  were  mentioned  in  place  of 
debenture  stock. 

Originally  the  rate  of  interest  on  debenture  stock  was 
limited  by  Section  22  of  the  1863  Act  to  4  per  cent,  per 
annum  as  a  maximum,  but  this  limitation  was  repealed 
by  the  Companies  Clauses  Act  1869  and  the  repeal  was 
made  applicable  to  companies  then  already  working  under 
the  1863  Act  subject  to  a  requirement  for  getting  a  fresh 
sanction  from  a  general  meeting  in  certain  cases  where  the 
raising  of  the  debenture  stock  had  already  been  sanctioned 
by  a  general  meeting  before  the  date  of  the  repeal.  The 
1869  Act  also  made  the  powers  of  issuing  debenture  stock 
under  the  1863  Act  applicable  generally  to  then  existing 
companies  who  had  power  to  raise  money  by  mortgage  or 
bond. 

Rights  of  Mortgagees ;  Receivers. 
The  Companies  Clauses  Consolidation  Act  1845  autho- 
rises the  use  of  short  statutory  forms  of  mortgage  and  bond 
and  regulates  the  rights  of  the  mortgagees  and  obligees 
thereunder.  The  special  Act  usually  authorises  the 
mortgagees  to  enforce  payment  of  arrears  of  interest  or 
principal  or  of  principal  and  interest  due  on  their 
mortgages  by  the  appointment  of  a  receiver  subject  to  a 
proviso  that  where  it  is  principal  only  that  is  in  arrear 
the  amount  owing  must  be  not  less  than  a  prescribed  sum — 
say  ;^i,ooo.     The  inclusion  of  such  a  power  brings  into 


608 


THE    ACCOUNTANT 


May  12,  1906. 


operation  machinery  provided  in  the  1845  ^.ct  under  which 
a  receiver  of  the  revenue  of  the  undertaking  mortgaged 
may  be  appointed  by  two  justices  on  the  application  of  the 
mortgagees.  Section  54  of  that  Act  which  deals  with  the 
appointment  o.  the  receiver  reads  as  follows: — "Every 
"application  for  a  receiver  in  the  cases  aforesaid  shall  be 
"made  to  two  justices  and  on  any  such  application  it 
"  shall  be  lawful  for  such  justices  by  order  in  writing  after 
"  hearing  the  parties  to  appoint  some  person  to  receive  the 
"  whole  or  a  competent  part  of  the  tolls  or  sums  liable  to 
"the  payment  of  such  interest  or  such  principal  and 
"interest  as  the  case  may  be  until  such  interest  or  until 
"such  principal  and  interest  as  the  case  may  be  together 
"  with  all  costs  including  the  oharges  of  receiving  the  tolls 
"or  sums  aforesaid  be  fully  paid  and  upon  such  appoint- 
"ment  being  made  all  such  tolls  and  sums  of  money  as 
"  aforesaid  shall  be  paid  to  and  received  by  the  person  so 
"to  be  appointed  and  the  money  so  to  be  received  shall  be 
"  so  much  money  received  by  or  to  the  use  of  the  party  to 
"whom  such  interest  or  such  principal  and  Interest  as  the 
"case  may  be  shall  be  then  due  and  on  whose  behalf  such 
"receiver  shall  have  been  appointed  and  after  such 
"interest  and  costs  or  such  principal  interest  and  costs 
"have  been  so  received  the  power  of  such  receiver  shall 
"cease."  This  power  is  additional  to  the  general  power 
vested  in  the  High  Court  of  Justice  under  Section  25  of 
the  Judicature  Act  1873  to  appoint  receivers  in  all  cases 
w*here  it  is  "just  and  convenient." 

Conversion  of  Borrowing  Powers  into  Capital. 

The  Companies  Clauses  Consolidation  Act  1845  contains 
provisions  authorising  the  company,  with  the  sanction  of  a 
general  meeting,  in  lieu  of  exercising  the  who!e  or  some 
part  of  its  borrowing  powers,  to  raise  capital  to  a  corre- 
sponding amount  by  the  creation  of  new  shares  or  after 
having  borrowed  the  money  to  continue  at  interest  only  a 
part  thereof  and  to  raise  part  by  creating  new  shares ; 
such  shares  being  considered  as  part  of  the  general  capital 
but  being,  in  case  the  existing  shares  of  the  company  are 
at  a  premium,  offered  in  the  first  instance  to  the  existing 
shareholders  in  proportion  to  the  existing  shares  held  by 
them  respectively.  In  the  case  of  gas  and  water  com- 
panies whose  dividends  are  limited  to  a  prescribed  maxi- 
mum it  has  become  the  general  practice  for  the  special 
Act  to  exclude  the  operation  of  these  clauses  as  to  con- 
version of  borrowing  powers  into  capital.  In  the  Acts  of 
some  few  of  such  companies  however  the  clauses  aire 
retained  but  a  special  provision  is  inserted  providing  that 
the  company  shall  not  have  power  to  raise  the  money  by 
shares  or  stock  instead  of  borrowing  or  to  convert  into 
capital  the  money  borrowed  unless  in  either  case  all  divi- 
dends upon  such  shares  or  stock  are  limited  to  a  rate  not 
exceeding  5  per  cent,  per  annum. 


Issue  of  Debenture  Stock  by  Auction, 
In  the  case  of  some  gas  companies  the  provisions  as  to 
issue  by  auction  or  tender  to  which  I  have  already  referred 
as  applied  to  the  raising  of  additional  capital  by  shares  or 
stock  have  been  made  applicable  to  mortgages  and  deben- 
ture stock  to  be  created  by  the  company  (sec  for  example 
Section  39  of  the  Brad  ford -on- Avon  Gas  Act  1902). 

Issue  of  Debentures  at  a  Discount  or  as  Fully  Paid. 

The  issuing  of  debentures  or  debenture  stock  by  a  par- 
liamentary company  at  a  discount  or  in  consideration  of 
money's  worth  instead  or  money,  unless  there  is  anything 
in  the  special  Act  to  prohibit  it,  is  a  legitimate  transac- 
tion provided  that  it  is  perfectly  bond  fide ;  but  in  this 
case,  as  in  the  case  of  shares  and  stock,  the  obligation 
rests  upon  the  directors  of  making  sure  that  the  con- 
sideration obtained  by  the  company  is  adequate  to  the 
value  of  the  securities  issued. 

Re-borrowing. 
Under  Section  39  of  the  Companies  Clauses  Consolida- 
tion Act  1845  ^^^  Section  4  of  the  Companies  Clauses  Act 
1869  a  company  may  re-borrow  moneys  which  have  be«n 
borrowed  in  exercise  of  its  borrowing  powers  and  subse- 
quently paid  off,  or  may  borrow  for  the  purpose  of  paying 
off  moneys  borrowed  in  exercise  of  its  borrowing  powers. 

Application  of  Capital  Monty s. 
Having  thus  dealt  with  the  raising  of  capital  moneys 
by  a  parliamentary  company  it  is  appropriate  now  to 
deal  with  the  pur|X)ses  to  which  they  may  be  applied. 
Section  65  of  the  Companies  Clauses  Consolidation  Act 
1845  reads  as  follows : —"And  be  it  enacted  that  all 
**the  money  raised  by  the  company  whether  by  subscrip- 
"  tions  of  the  shareholders  or  by  loan  or  otherwise  shall  b© 
"applied  firstly  in  paying  the  costs  and  expenses  incurred 
"in  obtaining  the  special  Act  and  all  expenses  incident 
"  thereto  and  secondly  in  carrying  the  purposes  of  the  com- 
"pany  into  execution."  Besides  incorporating  this  it  is 
the  constant  practice  for  the  special  Act  of  a  company  to 
include  a  general  provision  that  all  moneys  raised  under 
it  (whether  by  shares  stock  debenture  stock  or  borrowing) 
shall  be  applied  only  to  the  purposes  of  the  Act  to  which 
capital  is  properly  applicable.  In  cases  where  debenture 
stock  is  issued  in  accordance  with  the  Companies  Clauses 
Act  1863  Section  32  of  that  Act  provides  that  the  money 
raised  by  such  stock  shall  be  applied  exclusively  either  in 
paying  off  money  due  by  the  company  on  mortgage  or  bond 
or  else  for  the  purposes  to  which  the  same  money  would 
be  applicable  if  it  were  raised  on  mortgage  or  bond  instead 
of  on  debenture  stock,  and  Section  33  provides  that 
separate  accounts  shall  be  kept  by  the  company  showing 
how  much  money  has  been  received  for  or  on  account  of 
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debenture  stock  and  how  much  money  borrowed  or  owing 
on  mortgage  or  bond  or  which  they  have  power  so  to 
borrow  has  been  paid  off  by  debenture  stock  or  raised 
thereby  instead  of  being  borrowed  on  mortgage  or  bond. 

Double- A ccount  System . 
Thus  the  parliamentary  company  is  bound  by  statutory 
obligation  to  make  a  broad  line  of  distinction  between  its 
capital  moneys  and  its  revenue  moneys,  and  this  is  given 
practical  effect  to  by  the  method  of  account  keeping 
commonly  described  as  "  the  Double-account  System " 
with  which  you  are  doubtless  familiar  from  your  book- 
keeping studies  and  auditing  practice. 

Payment  of  Interest  during  Construction  of  Works. 
These  general  provisions  are  sometimes  overridd^n  or 
varied  to  a  certain  extent  by  particular  provisions  in  the 
special  Act.  For  example  in  the  case  of  capital  authorised 
to  be  rai?ed  for  the  purp>ose  of  constructing  works  (such 
as  railways  for  instance)  which  must  necessarily  take  a 
long  time  before  they  are  completed  and  able  to  yield  any 
revenue,  the  company  is  often  empowered  to  pay  out  of 
capital  to  its  shareholders  during  the  period  of  construc- 
tion interest  on  the  amount  paid  up  upon  their  shares,  such 
interest  being  strictly  limited  as  regards  both  total  amount 
and  rate  per  cent,  and  its  payment  being  subject  to  the 
observance  of  certain  conditions  prescribed  by  the  special 
Act. 

Separation  of  Capital  and  Revenue  of  Different  Businesses. 

Sometimes  the  special  Act  requires  a  broad  division 
to  be  made  between  the  capital  moneys,  and  the  revenue 
also,  relating  to  different  purposes.  For  example  a  com- 
pany is  sometimes  empowered  to  carry  on  both  a  gas 
undertaking  and  a  water  undertaking  and  in  such  a  case 
the  special  Act  is  sure  to  provide  for  the  keeping  of 
separate  accounts  for  gas  and  water  respectively.  I  will 
take  a  case  at  random.  Looking  at  the  Hunstanton  Water 
and  Gas  Act  1897  I  find  that  Section  26  reads  as  follows  :  — 
■  Separate  Capital  and  Revenue  Accounts  shall  be  kept  of 
''the  water  undertaking  and  the  gas  undertaking  of  the 
"  company ;  each  undertaking  shall  be  duly  credited  and 
**  debited  with  receipts  and  payments  exclusively 
"  attributable  thereto ;  the  expenses  of  direction  and 
"management  and  any  expenses  common  to  both  under- 
** takings  shall  be  ficm  time  to  time  apportioned  between 
"them  as  nearly  as  conveniently  practicable  in  propor- 
'tion  to  the  amount  of  capital  paid  up  and  expended  on 
"the  two  under  takings." 

Distinction  between  Capital  and  Revenue  Expenditure. 

The  general  direction  that  the  moneys  raised  are  only 

to  be  applied  to  purposes  of  the  special  Act  to  which 

capital  b  properly  applicable  involves,  in  its  working  out, 

the  solution  of  the  question— what  a*A  legitimate  capital 


purposes?  With  the  practical  difficulties  attending  the 
allocation  and  apportionment  of  different  classes  of 
expenditure  between  capital  and  revenue  you  are  doubt- 
less familiar  and  I  do  not  propose  to  enlarge  upon  them 
here  but  it  is  desirable  to  remind  you  that  you  may  some- 
times find  in  the  special  Act  of  a  company  provisions 
indicating  how  certain  classes  of  expendituire  must  be 
treated. 

Depreciation  and  Reserve  Funds. 

It  is  not  usual  for  a  parliamentary  company  to 
be  placed  under  any  obligation  to  provide  systematically 
out  of  revenue  for  the  depreciation  of  works  and 
plant  in  which  its  capital  funds  have  been  sunk, 
and  for  this  reason  the  Revenue  Account  has  to 
bear  not  only  the  cost  of  maintaining  the  works  but 
also  the  cost  of  replacing  any  parts  thereof  which  may 
become  worn  out  or  otherwise  require  renewal.  It  is 
however  usual  for  parliamentary  companies  to  be 
empowered,  and  some  companies  are  required,  to  create 
reserve  funds,  and  special  funds  for  purposes  such 
as  depreciation  insurance  or  renewal  are  sometimes 
authorised.  Section  122  of  the  Companies  Clauses 
Consolidation  Act  1845  provides  as  follows: — "Before 
"apportioning  the  profits  to  be  divided  among  the 
"shareholders  the  directors  may  if  they  think  fit  set  aside 
"thereout  such  sum  as  they  may  think  proper  to  meet 
"contingencies  or  for  enlarging  repairing  or  improving 
"the  works  connected  with  the  undertaking  or  any  part 
"  thereof  and  may  divide  the  balance  only  among  the  share-, 
**  holders." 

In  cases  where  the  amount  of  dividend  payable  on  the 
ordinary  capital  is  unlimited  it  is  not  generally  of  import- 
ance to  restrict  the  freedom  of  a  company  in  the  setting 
aside  of  reserve  funds  but  in  cases  where  maximum  divi- 
dends are  prescribed  and  surplus  profits  have  to  be  applied 
in  reduction  of  the  price  of  the  commodity  supplied  by 
the  company  it  may  be  very  desirable  in  the  public  interest 
to  limit  the  amount  which  may  be  held  in  reserve. 

Under  both  the  Gasworks  Clauses  Act  1847  ^^^  t^* 
Waterworks  Clauses  Act  1847  the  surplus  profits  over  and 
above  the  amount  required  to  make  up  the  prescribed  rate 
of  dividend  are  required  to  be  invested  and  accumulated 
at  compound  interest  until  the  fund  so  formed  amounts 
to  the  sum  prescribed  by  the  special  Act  or,  if  no  sum  is 
so  prescribed,  a  sum  equal  to  one-tenth  of  the  nominal 
capital  of  the  company,  which  sum  is  to  form  a  reserved 
fund  to  answer  any  deficiency  which  may  at  any  time 
happen  in  the  amount  of  the  divisible  profits  or  to  meet 
any  extraordinary  claim  or  demand  which  may  at  any 
time  arise  against  the  company ;  and  certain  conditions 
are  laid  down  as  to  the  circumstances  in  which  moneys 
may  be  drawn  out  of  the  fund  and  provision  is  made  for 
securing  that,  subject  to  accumulation  of  this  fundi  the 
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surplus  profits  shall  b©  applied  in  reducing  the  charges 
to  consumers. 

In  the  case  of  gas  companies  whose  dividends 
are  regulated  by  a  sliding  scale  dependent  on  the 
price  of  gas  it  is  usual  to  authorise  (but  not  require)  the 
company,  when  the  profits  in  any  year  amount  to  more 
than  enough  to  pay  the  dividend  at  the  authorised  rate, 
to  set  aside  an  amount  not  exceeding  i  per  cent,  upon 
the  paid-up  capital  of  the  company  and  to  invest  and 
accumulate  the  sums  so  set  aside  until  the  fund  so  formed 
equals  one-twentieth  of  the  paid-up  capital  of  the  company 
and  to  hold  this  fund  as  an  insurance  fund  to  meet  any 
extraordinary  claim  demand  or  charge  which  may  at  any 
time  arise  against  or  fall  upon  the  company  from  accident 
strikes  or  other  circumstances  which  in  the  opinion  of  a 
Court  of  Summary  Jurisdiction  due  care  and  management 
could  not  have  prevented,  and  at  the  same  time  to  allow 
the  comi>ahy  to  carry  such  amounts  as  they  think  fit  to  a 
reserve  fund  but  only  out  of  the  profits  which  would  other- 
wise be  applicable  to  the  payment  of  dividend,  such 
reserve  fund  being  available  foi  the  payment  of  dividend 
in  any  year  in  which  the  profits  are  insufficient  to  pay  the 
dividend  at  the  authorised  rate. 

Other  forms  of  reserve  fund  provision  are  applied  to  suit 
the  circumstances  of  particular  cases.  For  example  take 
a  somewhat  novel  tyi>e  of  undertaking  which  was  started 
by  the  South  Staffordshire  Mond  Gas  (Power  and  Heat- 
ing) Company's  Act  1901.  By  that  Act  a  maximum  divi- 
dend of  ID  per  cent,  is  authorised  and  it  is  required  that 
if  in  any  year  there  are  surplus  profits  beyond  the  10  per 
cent,  one-half  shall  be  applied  in  forming  a  reserve  fund 
and  the  other  half  in  making  a  rateable  reduction  of  the 
charges  for  gas  supplied  to  consumers  in  the  financial  year 
in  which  the  surplus  is  earned  but  if  and  when  the  reserve 
fund  amounts  to  one  hundred  thousand  pounds  then  the  \ 
whole  surplus  profits  are  to  be  applied  in  making  such 
reduction. 

In  connection  with  any  reserve  or  similar  fund  the 
statutory  provisions  under  which  it  is  authorised  or 
required  to  be  accumulated  should  be  consulted  for  the 
purpose  of  ascertaining  the  securities  in  which  the  fund 
may  be  invested.  In  the  Companies  Clauses  Consolidation 
Act  1845  ^^  stipulation  is  made  with  respect  to  investment. 
Under  the  Gasworks  Clauses  Act  1847  and  the  Waterworks 
Clauses  Act  1847  the  investment  must  be  in  "Government  ; 
or  other  securities."  In  special  Acts  the  requirements 
vary  but  sometimes  "Government  or  other  securities  "  are 
required  and  sometimes  "securities  in  which  trustees  are 
"for  the  time  being  authorised  by  law  to  invest  trust 
"  money." 

AppropfiaHon  of  Profits  for  Dividends, 

While  dealing  with  the  question  of  profits  and 
reserves  I  should  say  that  by  Section  120  of  the  Companies 


Clauses  Consolidation  Act  1845  **  's  provided  that 
"previously  to  every  ordinary  meeting  of  the  company  at 
"  which  a  dividend  is  intended  to  be  declared  the  directors 
"  shall  cause  a  scheme  to  be  prepared  showing  the  profits 
"if  any  of  the  comi>any  for  the  period  current  since  the 
"preceding  ordinary  me©tin|f  at  which  a  dividend  was 
"declared  and  apportioning  the  same  or  so  much  thereof 
"as  they  may  consider  applicable  to  the  purposes  of  divi- 
"  dend  among  the  shareholders  according  to  the  shares  held 
"by  them  respectively  the  amount  i>aid  theneon  and  the 
"periods  during  which  the  same  may  have  been  paid  and 
"shall  exhibit  such  scheme  at  such  ordinary  meeting  and 
"  at  such  meeting  a  dividend  may  be  declared  according  to 
"  such  scheme."  Section  123  of  the  same  Act  provides  that 
"no  dividend  shall  be  paid  in  respect  of  any  share  until 
•"all  calls  then  due  in  respect  of  that  and  every  other  share 
"held  by  the  person  to  whom  such  dividend  may  be  pay- 
"able  shall  have  been  paid." 

Interim  Dividends. 
The  Companies  Clauses  Acts  do  not  authorise  the  pay- 
ment of  interim  dividends  but  sometimes  if  the  circum- 
stances are  suitable  a  provision  is  inserted  in  the  special 
Act  of  a  company  for  this  purpose.  The  following  is  an 
example  of  such  a  clause  :  — "  The  directors  may  in  any 
"year  without  calling  a  meeting  of  shareholders  for  the 
"purpose  declare  an  interim  half-yearly  dividend  out  of 
"the  then  ascertained  profits  of  the  company.  Provided 
"that  the  amount  of  any  interim  half-yearly  dividend  so 
"declared  shall  not  exceed  in  any  one  half-year  one-half 
"  of  the  amount  of  the  maximum  dividend." 

Accounts  and  Audit. 
(i)  Patliamentary  Companies  Generally. 
The  keeping  and  auditing  of  the  company's  accounts— 
a  further  matter  of  special  interest  to  this  audience — is 
provided  for  in  some  detail  in  the  Companies  Clauses  Con- 
solidation Act  1845  and  I  think  I  had  better  give  you  at 
length  some  of  the  sections  dealing  with  the  subject. 
Section  91  provides  among  other  things  that  the  choice  of 
auditors  and  the  determination  as  to  the  remuneration  of 
the  auditors  shall  be  exercised  only  at  a  general  meeting 
of  the  company. 

Sections  1 01  to  108,  under  the  general  heading  of  appoint- 
ment and  duties  of  auditors,  read  as  follows  :  — 

loi.  Except  where  by  the  special  Act  auditors  shall  be 
directed  to  be  appointed  otherwise  than  by  the  company 
the  company  shall  at  the  first  ordinary  meeting  after  the 
passing  of  the  special  Act  elect  the  prescribed  number  of 
auditors  (meaning  the  number  prescribed  in  the  special 
Act)  and  if  no  number  is  prescribed  two  auditors  in  like 
manner  as  is  provided  for  the  election  of  directors  and  at 
the  first  ordinary  meeting  of  the  company  in  each  year 
thereafter  the  company  shall  in  like  manner  elect  an 
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auditor  to  supply  the  place  of  the  auditor  then  retiring 
from  office  according  to  the  provision  hereinafter  con- 
tained and  every  auditor  elected  as  hereinbefore  provided 
being  neither  removed  nor  disqualified  nor  having 
resigned  shall  continue  to  be  an  auditor  until  another 
be  elected  in  his  stead. 

102.  Where  no  other  qualification  shall  be  prescribed 
by  the  special  Act  every  auditor  shall  have  at  least  one 
share  in  the  undertaking  and  he  shall  not  hold  any  office 
in  the  company  nor  be  in  any  other  manner  interested 
in  its  concerns  except  as  a  shareholder. 

103.  One  of  such  auditors  (to  be  determined  in  the  first 
instance  by  ballot  between  themselves  unless  they  shall 
otherwise  agree  and  afterwards  by  seniority)  shall  go 
out  of  office  at  the  first  ordinary  meeting  in  each  year 
but  the  auditor  so  going  out  shall  be  inunediately 
re-eligible  and  after  any  such  re-election  shall  with 
respect  to  the  going  out  of  office  by  rotation  be  deemed 
a  new  auditor. 

104.  If  any  vacancy  take  place  among  the  auditors  in 
the  course  of  the  current  year  then  at  any  general  meet- 
ing of  the  company  the  vacancy  may  if  the  company 
think  fit  be  supplied  by  election  of  the  shareholders. 

105.  The  provision  of  this  Act  respecting  the  failure  of 
an  ordinary'  meeting  at  which  directors  ought  to  be 
chosen  shall  apply  mutatis  mutandis  to  any  ordinary 
meeting  at  which  an  auditor  ought  to  be  appointed. 

106.  The  directors  shall  deliver  to  such  auditors  the 
half-yearly  or  other  i>eriodical  accounts  and  Balance 
Sheet  fourteen  days  at  the  least  before  the  ensuing 
ordinary  meeting  at  which  the  same  are  required  to  be 
produced  to  the  shareholders  as  hereinafter  provided. 

107.  It  shall  be  the  duty  of  such  auditors  to  receive 
from  the  directors  the  half-yearly  or  other  periodical 
accounts  and  Balance  Sheet  required  to  be  presented  to 
the  shareholdeis  and  to  examine  the  same. 

108.  It  shall  be  lawful  lor  the  auditors  to  employ  such 
accountants  and  other  persons  as  they  may  think  proper 
at  the  expense  of  the  company  and  they  shall  either  make 
a  special  report  on  the  said  accounts  or  simply  confirm 
the  same  and  such  report  or  confirmation  shall  be  read 
together  with  the  report  of  the  directors  at  the  ordinary 
meeting. 

With  regard  to  the  last  section  quoted  I  may  add  that 
in  the  case  of  Steele  v.  Sutton  Gas  Co,  12  Q.B.D.  68  where 
one  of  the  auditors  of  a  company  had  employed  an 
accountant  against  the  wish  of  his  co-auditor  and  made  a 
separate  report  on  the  accounts  it  was  held  that  he  was 
entitled  to  do  so  and  to  recover  from  the  company  the 
amount  of  the  accountant's  charges. 

Special  provisions  as  to  appointment  of  auditors  are 
in  some  cases  inserted  in  the  special  Act.  Thus  it  is  not 
an  unusual  thing  to  find  a  provision  that  it  shall  not  be 


necessary  for  the  auditors  to  hold  shares  or  stock  in  the 
company.  The  number  of  auditors  is  sometimes  pre- 
scribed in  some  such  way  as  the  following  :  — "  The  pre- 
"  scribed  number  of  auditors  shall  be  one  unless  the 
"^number  be  increased  to  two  by  an  order  of  a  general 
"meeting,"  or  the  same  with  the  addition  of  the  words 
"Provided  that  if  the  company  think  fit  a  firm  may  be 
'^ appointed  auditors,"  or  "The  prescribed  number  of 
'^auditors  shall  be  two  or  any  greater  number  that  may 
"be  ordered  by  resolution  of  a  general  meeting."  And  I 
am  glad  to  be  able  to  inform  you  that  there  are  several 
cases  in  which  clauses  have  been  inserted  authorising,  and 
even  requiring,  the  appointment  of  Chartered  Accountants 
as  auditors. 

Sections  109  to  114  of  the  Companies  Clauses  Consolida- 
tion Act  1845  make  provision  with  respect  to  the  accounta- 
bility of  the  officers  of  the  company.  By  Section  109  it  is 
provided  that  "before  any  person  intrusted  with  the 
"  custody  or  control  of  moneys  whether  treasurer  collector 
"  or  other  officer  of  the  company  shall  enter  upon  his  office 
''the  directors  shall  take  sufficient  security  from  him  for 
''the  faithful  execution  of  his  office." 

Section  110  reads  as  follows: — "Every  officer  employed 
"by  the  company  shall  from  time  to  time  when  required 
•'by  the  directors  make  out  and  deliver  to  them  or  to  any 
•'person  appointed  by  them  for  that  purpose  a  true  and 
'perfect  account  in  writing  under  his  hand  of  all  moneys 
•'received  by  him  on  behalf  of  the  company  and  such 
"account  shall  state  how  and  to  whom  and  for  what  pur- 
'pose  such  moneys  shall  have  been  disposed  of  and 
■together  with  such  account  such  officer  shall  deliver  the 
"vouchers  and  receipts  for  such  payments  and  every  such 
''officer  shall  pay  to  the  directors  or  to  any  person 
"  appointed  by  them  to  receive  the  same  all  moneys  which 
•'shall  appear  to  be  owing  from  him  upon  the  balance  of 
•'such  accounts."  Sections  in  to  114  provide  summary 
remedies  before  the  justices  for  dealing  with  any  such 
officers  who  refuse  to  render  accounts  produce  and  deliver 
up  vouchers  and  pay  up  balances  due  or  who  are  believed 
upon  good  grounds  to  be  intending  to  abscond. 

Sections  115  to  119  of  the  same  Act  are  grouped  under 
the  general  heading  of  the  keeping  of  accounts  and  the 
right  of  inspection  thereof  by  the  shareholders  and  they 
read  as  follows  :  — 

115.  The  directors  shall  cause  full  and  true  accounts 
to  be  kept  of  all  sums  of  money  received  or  expended 
on  account  of  the  company  by  the  directors  and  all 
persons  employed  by  or  under  them  and  of  the  matters 
and  things  tor  which  such  sums  of  money  shall  have 
been  received  or  disbursed  and  paid. 

116.  The  books  of  the  company  shall  be  balanced  at 
the  prescribed  periods  and  if  no  periods  be  prescribed 
fourteen  days  at  least  before  each  ordinary  meeting  and 
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forthwith  on  the  books  being  so  balanced  an  exact 
Balance  Sheet  shall  be  made  up  which  shall  exhibit  a 
true  statement  of  the  capital  stock  credits  and  property 
of  every  description  belonging  to  the  company  and  the 
debts  due  by  the  company  at  the  date  of  making  such 
Balance  Sheet  and  a  distinct  view  of  the  profit  or  loss 
which  shall  have  arisen  on  the  transactions  of  the  com- 
pany in  the  course  of  the  preceding  half-year  and  pre- 
viously to  each  ordinary  meeting  such  Balance  Sheet 
shall  be  examined  by  the  directors  or  any  three  of  their 
number  and  shall  be  signed  by  the  chairman  or  deputy 
chairman  of  the  directors. 

117.  The  books  so  balanced  together  with  such  Balance 
Sheet  as  aforesaid  shall  for  the  prescribed  periods  and 
if  no  periods  be  prescribed  for  fourteen  days  previous  to 
each  ordinary  meeting  and  for  one  month  thereafter  be 
open  for  the  inspection  of  the  shareholders  at  the  prin- 
cipal office  or  place  of  business  of  the  company  but  the 
shareholders  shall  not  be  entitled  at  any  time  except 
during  the  periods  aforesaid  to  demand  the  inspection 
of  such  books  unless  in  virtue  of  a  written  order  signed 
by  three  of  the  directors. 

118.  The  directors  shall  produce  to  the  shareholders 
assembled  at  such  ordinary  meeting  the  said  Balance 
Sheet  applicable  to  the  period  immediately  preceding 
such  meeting  together  with  the  report  of  the  auditors 
thereon  as  hereinbefore  provided. 

X19.  The  directors  shall  appoint  a  bookkeeper  to  enter 
the  accounts  aforesaid  in  books  to  be  provided  for  the 
purpose  and  every  such  bookkeeper  shall  permit  any 
shareholder  to  inspect  such  books  and  to  take  copies  or 
extracts  therefrom  at  any  reasonable  time  during  the 
prescribed  periods  and  if  no  periods  be  prescribed  during 
one  fortnight  before  and  one  month  after  every  ordinary 
meeting  and  if  he  fail  to  permit  any  such  shareholder  to 
inspect  such  books  or  take  copies  or  extracts  therefrom 
during  the  periods  aforesaid  he  shall  forfeit  to  such 
shareholder  for  every  such  offence  a  sum  not  exceeding 
five  pounds. 

I  should  mention  here  another  section  of  the  same  Act 
which  confers  a  right  of  inspecting  account  books.  It  is 
Section  55  which  reads  as  follows  — "  At  all  seasonable 
"  times  the  books  of  account  of  the  company  shall  be  open 
"to  the  inspection  of  the  respective  mortgagees  and  bond 
"creditors  thereof  with  liberty  to  take  extracts  therefrom 
"without  fee  or  reward." 

On  the  subject  of  accounts  and  audit,  in  addition  to  the 
sections  of  the  Companies  Clauses  Consolidation  Act  1845 
above  referred  to  certain  provisions  contained  in  other 
clauses  Acts  commonly  incorporated  in  the  special  Acts  of 
particular  classes  of  companies,  as  well  as  provisions  con- 
tained in  the  special  Acts  of  some  companies,  require  to  be 
mentioned 


(2)  Gas  and  Water  Companies  (1847  Acts). 
By  Section  38  of  the  Gasworks  Clauses  Act  1847  ^uid 
by  Section  83  of  the  Waterworks  Clauses  Act  1847 
provision  is  made  for  a  yearly  account  in  abstract  to 
be  prepared  by  every  company  to  which  either  of  those 
Acts  applies  with  a  statement  of  the  balance  of  such 
account  duly  audited  and  certified  by  the  chairman  of  the 
company  and  also  by  the  auditors  thereof  if  any,  and  for 
a  copy  of  such  account  to  be  transmitted  free  of  charge 
to  the  clerk  of  the  peace  for  the  county  in  which  the  works 
are  situate  on  or  before  the  31st  January  in  each  year  and 
to  be  kept  by  such  clerk  and  to  be  open  to  inspection  by  all 
persons  at  all  seasonable  hours  on  payment  of  one  shilling 
for  each  inspection. 

(3)  Market  Companies. 
In  the  case  of  a  market  company  the  provisions  of  Sec- 
tion 50  of  the  Markets  and  Fairs  Clauses  Act  1847  ^^^  ^"^' 
stantially  the  same  only  that  the  account  is  to  be  for  the 
year  ending  the  31st  day  of  December  or  some  other  con- 
venient day  in  each  year. 

(4)  Harbour^  Dock^  and  Pier  Companies, 
In  the  case  of  a  harbour  dock  or  pier  company  the  pro- 
visions of  Section  50  of  the  Harbours  Docks  and  Piers 
Clauses  Act  1847  ^^^  substantially  the  same  as  those  of 
Section  50  of  the  Markets  and  Fairs  Clauses  Act  except 
that  the  account  is  to  be  duly  audited  and  certified  by  the 
clerk  or  secretary  for  the  time  being  of  the  company,  and 
Section  49  of  the  same  Act  provides  that  the  company  shall 
keep  books  of  account  in  which  shall  be  entered  the  several 
sums  received  by  or  payable  to  them  for  rates  in  respect  of 
vessels  the  tonnage  of  each  vessel  for  which  such  rates  are 
received  or  payable  the  name  of  the  master  thereof  the  port 
to  which  such  vessel  belongs  the  place  from  which  on  each 
occasion  such  vessel  arrived  and  the  place  to  which  on 
each  occasion  such  vessel  is  bound  and  also  the  several 
sums  received  by  or  payable  to  them  in  respect  of  the 
goods  landed  from  or  taken  on  board  every  vessel  within 
the  limits  of  the  harbour  dock  or  pier. 

(5)  Gas  Companies  (1871  Act). 
In  the  case  of  a  gas  company  to  which  the  Gasworks 
Clauses  Act  187 1  applies  Section  35  of  that  Act  requires 
the  company  to  fill  up  and  forward  to  the  local  authority 
of  every  district  within  the  company's  limits  of  supply  on 
or  before  the  25th  March  in  each  year  an  annual  statement 
of  accounts  made  up  to  the  31st  December  then  next  pre- 
ceding as  near  as  may  be  in  the  form  and  containing  the 
particulars  specified  in  the  Schedule  B  annexed  to  that 
Act,  which  schedule  contains  an  elaborate  set  of  forms  of 
account  for  a  gas  undertaking.  The  section  goes  on  to 
provide  that  the  company  shall  keep  copies  of  such  annual 
statement  at  their  office  and  sell  the  same  to  any  applicant 
at  a  price  not  exceeding  one  shilling  for  each  such  copy 
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and  that  the  Board  of  Trade  with  the  consent  of  the  com- 
pany may  alter  the  forms  in.  the  schedule  for  the  purpose 
of  adapting  them  to  the  circumstances  of  the  undertaking 
or  of  better  carrying  into  effect  the  objects  of  the  section. 
(6)  Electric  Lighting  Companies. 
In  the  case  of  electric  lighting  companies  Section  9  of 
the  Electric  Lighting  Act  1882,  which  is  a  general  Act 
applying  to  all  the  companies  except  if  and  so  far  as  its 
effect  may  be  varied  by  special  legislation  relating  to  any 
particular  company,  requires  that  the  company  shall  on  or 
before  the  25th  day  of  March  in  every  year  fill  up  an  annual 
statement  of  accounts  of  the  undertaking  made  up  to  the 
31st  December  then  next  preceding  and  that  such  state- 
ment shall  be  in  such  form  and  shall  contain  such  par- 
ticulars and  shall  be  published  in  such  manner  as  may 
from  time  to  time  be  prescribed  in  that  behalf  by  the  Board 
of  Trade  and  that  the  company  shall  keep  copies  of  such 
annual  statement  at  their  office  and  sell  the  same  to  any 
applicant  at  a  price  not  exceeding  one  shilling  a  copy.  I 
dare  say  you  are  familiar  with  the  form  of  account  pre- 
scribed by  the  Board  of  Trade  under  the  powers  of  this 
section. 

In  the  case  of  companies  to  which  the  Electric  Lighting 
(Clauses)  Act  1899  applies  Section  6  of  the  provisions  con- 
tained in  the  scliedule  to  that  Act  imposes  the  following 
obligations :  — 

(i)  The  annual  statement  of  accounts  of  the  under- 
taking before  being  published  as  provided  by  Section 
Nine  of  the  Electric  Lighting  Act  1882  shall  be  examined 
and  audited  by  such  competent  and  impartial  person  as 
the  Board  of  Trade  appoint  and  the  remuneration  of  the 
auditor  shall  be  such  as  the  Board  of  Trade  direct  and 
that  remuneration  and  all  expenses  incurred  by  him  in  or 
about  the  execution  of  his  duties  to  such  an  amount  as 
the  Board  of  Trade  approve  shall  be  paid  by  the  company 
oil  demand  and  shall  be  recoverable  summarily  as  a  civil 
debt. 

(2)  The  company  shall  give  to  the  auditor  his  clerks 
and  assistants  access  to  such  of  the  books  and  docu- 
ments relating  to  the  undertaking  as  are  necessary  for 
the  purposes  of  the  audit  and  shall  when  required 
furnish  to  him  and  them  all  vouchers  and  information 
requisite  for  that  purpose  and  shall  afford  to  him  and 

.them  all  facilities  for  the  proper  execution  of  his  and 
their  duty. 

(3)  The  Board  of  Trade  may  make  and  vary  regulations 
prescribing  the  times  at  and  the  mode  in  which  the  audit 
shall  be  made  and  conducted  or  otherwise  for  the  pur- 
pose of  giving  effect  to  the  provisions  of  this  section. 

(4)  Any  report  made  by  the  auditor  or  such  portion 
thereof  as  the  Board  of  Trade  direct  shall  be  appended 
to  the  annual  statement  of  accounts  and  shall  form  part 
thereof  for  the  purposes  of  the  said  Section  Nine. 


(7)  Railway  Companies. 
■  In  the  case  of  railway  companies  Section  107  of  the 
Railways  Clauses  Consolidation  Act  1845  provides  for  an 
annual  account  in  abstract  to  be  prepared  showing  the 
total  receipts  and  expenditure  of  all  funds  levied  for  the 
year  ending  31st  December  or  some  other  convenient  day 
in  each  year  under  the  several  distinct  heads  of  receipt  and 
expenditure  with  a  statement  of  the  balance  of  such 
account  duly  audited  and  certified  by  the  directors  or  some 
of  them  and  by  the  auditors.  The  company  are  if  required 
to  transmit  a  copy  of  this  account  free  of  charge  to  the 
overseers  of  the  poor  of  the  several  parishes  through  which 
the  railway  passes  and  also  to  the  clerks  of  the  peace  of 
the  counties  through  which  the  railway  passes  on  or  before 
the  31st  January  then  next  and  such  last-mentioned 
account  is  to  be  open  to  the  inspection  of  the  public  at  all 
seasonable  hours  on  payment  of  one  shilling  for  every 
such  inspection. 

In  addition  to  this  section  there  are  provisions  as  to 
accounts  in  the  Railway  Companies  Act  1867  and  the 
Regulation  of  Railways  Act  1868  both  of  which  are  general 
Acts  applying  to  all  railway  companies  and  not  requiring 
incorporation  in  any  special  Act.  Section  30  of  the  Rail- 
way Companies  Act  1867  reads  as  follows  :  — 

"No  dividend  shall  be  declared  by  a  company  until  the 
"auditors  have  certified  that  the  half-yearly  accounts  pro- 
"  posed  to  be  issued  contain  a  full  and  true  statement  of  the 
"financial  condition  of  the  company  and  that  the  dividend 
"proposed  to  be  declared  on  any  shares  is  bond  fide  due 
"thereon  after  charging  the  revenue  of  the  half-year  with 
"  all  expenses  which  ought  to  be  paid  thereout  in  the  judg- 
"ment  of  the  auditors  but  if  the  directors  differ  from  the 
"judgment  of  the  auditors  with  respect  to  the  payment  of 
"  any  such  expenses  out  of  the  revenue  of  the  half-year  such 
**  difference  shall  if  the  directors  desire  it  be  stated  in  the 
"report  to  the  shareholders  and  the  company  in  general 
"  meeting  may  decide  thereon  subject  to  all  the  provisions 
"of  the  law  then  existing  and  such  decision  shall  for  the 
"purposes  of  the  dividend  be  final  and  binding  but  if  no 
"  such  difference  is  stated  or  if  no  decision  is  given  on  any 
"such  difference  the  judgment  of  the  auditors  shall  be  final 
"and  binding  and  the  auditors  may  examine  the  books  of 
"the  company  at  all  reasonable  times  and  may  call  for 
"such  further  accounts  and  such  vouchers  papers  and 
"information  as  they  think  fit  and  the  directors  and 
"officers  of  the  company  shall  produce  and  give  the  same 
"as  far  as  they  can  and  the  auditors  may  refuse  to  certify 
"as  aforesaid  until  they  have  received  the  same  and  the 
"  auditors  may  at  any  time  add  to  their  certificate  or  issue 
"to  the  shareholders  independently  at  the  cost  of  the  com- 
"pany  any  statement  respecting  the  financial  condition 
"  and  prospects  of  the  company  which  they  think  material 
"for  the  information  of  the  shareholders."  ,  , 
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Sections  3,  4,  5,  11  and  12  af  the  Regulation  of  Railways 
Act  1868  ane  as  follows:  — 

Sec.  3.  Every  incorporated  company  seven  days  at  least 
before  each  ordinary  half-yearly  meeting  held  after  the 
31st  day  of  December  1868,  shall  prepare  and  print, 
according  to  the  forms  contained  in  the  first  schedule  to 
this  Act,  a  statement  of  accounts  and  Balance  Sheet  for 
the  last  preceding  half-year,  and  the  other  statements  and 
certificates  required  by  the  same  schedule,  and  an 
estimate  of  the  proposed  expenditure  out  of  capital  for 
the  next  ensuing  half-year,  and  such  statement  ot 
accounts  and  Balance  Sheet  shall  be  the  statement  of 
accounts  and  Balance  Sheet  which  axe  submitted  to  the 
auditors  of  the  company. 

Every  company  which  makes  default  in  complying 
with  this  section  shall  be  liable  to  a  penalty  not  exceed- 
ing £$  for  every  day  during  which  such  default  con- 
tinues. The  Board  of  Trade,  with  the  consent  of  a  com- 
pany, may  alter  the  said  forms  as  regards  such  company 
for  the  purpose  of  adapting  them  to  the  circumstances 
of  such  company,  or  of  belter  carrying  into  effect  the 
objects  of  this  section. 

Sec.  4.  Every  statement  of  accounts,  Balance  Sheet, 
and  estimate  of  expenditure,  prepared  as  required  by 
this  Act,  sihall  be  signed  by  the  chairman  or  deputy- 
chairman  of  the  directors  and  by  the  accountant  or  other 
officer  in  charge  of  the  accounts  of  the  company,  and 
shall  be  preserved  at  the  company's  principal  office. 
A  printed  copy  thereof  shall  be  forwarded  to  the  Board 
of  Trade,  and  at  all  times  after  the  date  at  which  it  is 
requited  to  be  priiLted  be  given,  on  application,  to  every 
person  who  holds  any  ordinary  or  preference  share  or 
stock  in  the  company,  or  any  mortgage,  debenture  or 
debenture  stock  of  the  company ;  and  every  such  person 
may,  at  all  reasonable  times,  without  fee  or  charge, 
I>eruse  the  original  in  the  possession  of  the  company. 
Any  company  which  acts  in  contravention  of  this  section 
shall  be  liable  for  each  offence  to  a  penalty  not  exceeding 

Sec.  5.  If  any  statement.  Balance  Sheet,  estimate  or 
report  which  is  required  by  this  Act  is  false  in  any  par- 
ticular to  the  knowledge  of  any  person  who  signs  the 
same,  such  person  shall  be  liable,  on  conviction  thereof 
on  indictment,  to  fine  and  imprisonment,  or  on  summary 
conviction  thereof,  to  a  penalty  not  exceeding  £so- 

Sec.  II.  Whenever,  after  the  passing  of  this  Act,  Sec- 
tion 102  of  "The  Companies  Clauses  Consolidation  Act, 
1845,"  is  incorporated  in  a  certificate  or  special  Act 
relating  to  a  railway  company,  it  shall  be  construed  as 
if  the  words  "where  no  qualification  shall  be  prescribed 
"by  the  special  Act  every  auditor  shall  have  at  least  one 
"  share  in  the  undertaking,"  were  omitted  therefrom  ;  and 
so  much  of  every  certificate  and  special  Act  relating  to  a 


railway  company,  and  in  force  at  the  passing  of  this  Act, 
as  incorporates  that  portion  of  the  said  section,  and  so 
much  of  any  special  Act  relating  to  a  railway  company, 
and  so  in  force,  as  contains  a  like  provision  is  hereby 
repealed. 

Sec.  12.  With  respect  to  the  auditors  of  the  company 
the  following  provisions  shall  have  effect :  — 

(i)  The  Board  of  Trade  may,  upon  application  made  in 
pursuance  of  a  resolution  passed  at  a  meeting  of  tlie 
directors  or  at  a  general  meeting  of  the  company,  appoint 
an  auditor  in  addition  to  the  auditors  of  such  company, 
and  it  shall  not  be  necessary  for  any  such  auditor  to  be 
a  shareholder  in  the  company. 

(2)  The  company  shall  pay  to  such  auditor  appointed 
by  the  Board  of  Trade  such  reasonable  remuneration  as 
the  Board  of  Trade  may  prescribe. 

(3)  The  auditor  so  appointed  shall  have  the  same  duties 
and  pK)wers  as  the  auditors  of  the  company  and  sbal! 
report  to  the  company. 

(4)  W^here,  in  consequence  of  such  app>ointment  of  an 
auditor  or  otherwise,  there  are  three  or  more  auditors, 
the  company  may  declare  a  dividend  if  the  majority  of 
such  auditors  certify  in  manner  required  by  Section  30 
of  "The  Railway  Companies  Act,  1867  "  and  "The  Rail- 
way Companies  Act  (Scotland),   1867,"  respectively. 

(5)  Where  there  is  a  difference  of  opinion  among  such 
auditors,  the  auditor  who  so  differs  shall  issue  to  the 
shareholders,  at  the  cost  of  the  company,  such  statement 
resf>ecting  the  grounds  on  which  he  differs  from  his 
colleagues,  and  respecting  the  financial  condition  and 
prospects  of  the  company,  as  he  thinks  material  for  the 
information  of  the  shareholders. 

Other  sections  of  the  same  Act  provide  for  appointment, 
in  case  of  need,  by  the  Board  of  Trade  or  by  an  extra- 
ordinary meeting  of  the  railway  company  of  inspectors  with 
large  powers  of  investigating  the  books  and  accounts  and 
affairs  of  the  company  and  of  examining  the  officers  of 
the  company. 

Under  the  Regulation  of  Railways  Act  1871  and  the  Rail- 
way Regulation  Act  1873  provision  is  made  for  the  render- 
ing of  certain  statistical  accounts  and  returns  by  railway 
companies  to  the  Board  of  Trade. 

(8)  Special  Companies. 
As  an  example  of  a  special  provision  as  to  accounts 
enacted  for  the  purpose  of  application  to  a  particular  com- 
pany I  may  mention  Section  64  of  the  South  Staffordshire 
Mond  Gas  (Power  and  Heating  Company's)  Act  1901,  an 
Act  to  which  I  have  already  made  some  reference.  Section 
64  of  that  Act  reads  as  follows :  — 

(i)  The  company  shall  keep  full  true  and  plain 
accounts  of  their  receipts  and  expenditure  in  respect  ot 
the  undertaking  prepared  in  a  form  approved  by  ih« 
Board  of  Trade  and  shall  at  least  onoe  in  evecy  year 


May  12,  1906. 


THE    ACCOUNTANT 


616 


cause  to  be  prepared  a  true  Balance  Sheet  prepared  in  a 
form  approved  by  the  Board  of  Trade  showing  the  capital 
assets  property  and  liabiliities  of  the  company  and  the 
said  accounts  and  Balance  Sheet  shall  in  or  within  one 
month  before  each  ordinary  ineeting  be  examined  and 
audited  in  such  manner  and  subject  to  such  regulations 
as  the  Board  of  Trade  may  prescribe  and  shall  be  pre- 
sented together  with  the  report  or  certificate  of  the 
auditor  to  such  ordinary  meeting. 

(2)  A  copy  of  the  accounts  and  Balance  Sheet  for  each 
financial  year  together  with  the  report  or  certificate  of 
the  auditor  shall  within  three  months  after  the  expiration 
of  such  year  be  forwarded  by  the  company  to  the  council 
of  each  borough  and  of  each  urban  or  rural  district 
wholly  or  partly  situate  within  the  district  and  any  such 
council  shall  be  entitled  to  make  a  representation  with 
respect  to  such  accounts  or  Balance  Sheet  to  the  Board 
of  Trade  and  the  Board  may  thereupon  require  the  com- 
pany to  make  such  alterations  therein  as  they  may  deem 
necessary  for  the  rectification  thereof.  The  company 
shall  keep  copies  of  such  accounts  and  Balance  Sheet  at 
their  office  and  sell  the  same  to  any  applicant  at  a  price 
not  exceeding  one  shilling  for  each  copy.  If  the  com- 
pany make  default  in  complying  with  the  provisions  of 
this  sub-«ection  they  shall  be  liable  to  a  penalty  not 
exceeding  forty  shillings  for  each  day  during  which  such 
default  continues. 

Management  of  Company. 
Time  does   not  permit  me  to  deal  with  the  statutory- 
regulation  of  the  management  of  a  parliamentary  company 
beyond  mentioning  a  few  miatters  which  you  may  find  it 
useful  to  keep  in  mind. 

Qualificaiion  and  Disqualification  of  Directors, 
First  as  regards  the  qualification  of  the  directors,  Sec- 
tions 85  to  87  of  the  Companies  Clauses  Consolidation 
Act  1845  provide  as  follows  :  — 

85.  No  person  shall  be  capable  of  being  a  director 
unless  he  be  a  shareholder  nor  unless  he  be  possessed 
of  tbe  prescribed  number  if  any  of  shares  and  no  person 
holding  an  office  or  place  of  trust  or  profit  under  the 
company  or  interested  in  any  contract  with  the  com- 
pany shall  be  capable  of  being  a  director  and  no  director 
shall  be  capable  of  accepting  any  other  office  or  place  of 
trust  or  profit  un<ier  the  company  or  of  being  interested 
in  any  contract  with  the  company  during  the  time  he 
shall  be  a  director. 

86.  If  any  of  the  directors  at  any  time  subsequently 
to  his  election  accept  or  continue  to  hold  any  other  office 
or  place  of  trust  or  profit  under  the  company  or  be  either 
directly  or  indirectly  concerned  in  any  contract  with  the 
company  or  participate  in  any  manner  in  the  profits  of 
any  work  to  be  done  for  the  company  or  if  such  director 
at  any  time  cease  to  be  a  holder  of  the  prescribed  numbei 


of  shares  in  the  company  then  in  any  of  the  cases  afore- 
said the  office  of  such  director  shall  become  vacant  and 
thenceforth  he  shall  cease  from  voting  or  acting  as  a 
director. 

87.  Provided  always  that  no  person  being  a  shareholder 
or  member  of  any  incorporated  joint  stock  company 
shall  be  disqualified  or  prevented  from  acting  as  a  direc- 
tor by  reason  of  any  contract  entered  into  between  such 
joint  stock  company  and  the  company  incorporated  by 
the  special  Act  but  no  such  director  being  a  shareholder 
or  member  of  such  joint  slock  company  shall  vote  on  any 
question  as  to  any  contract  with  such  joint  stock 
company. 

It  is  the  prevailing  practice  for  the  special  Act  to  pre- 
scribe that  each  director  shall  possess  in  his  own  right  a 
certain  number  of  shares,  the  number  varying  according  to 
the  circumstances  of  the  case.  Sometimes  it  is  provided 
in  the  special  Act  that  a  director  shall  not  be  disqualified 
by  being  interested  in  contracts  with  the  company,  or  in 
certain  specified  classes  of  contract,  but  that  he  shall  not 
vote  on  any  question  with  regard  to  any 'such  contract. 

Liability  for  Qualification  Shares,. 
It  is  to  be  observed  that  when  a  parliamentary  company 
is  first  incorporated  its  special  Act  commonly  prescribes 
who  shall  be  the  first  directors  or  some  of  the  first  directors 
and  this  statutory  appointment  has  been  held,  under  some 
circumstances,  to  impose  upon  a  person  so  named  a  statu- 
tory liability  for  the  amount  of  the  qualification  shares 
although  the  company  never  engaged  in  active  business 
and  no  meeting  of  directors  was  ever  held  and  he  received 
no  allotment  of  shares  and  was  not  registered  as  a 
shareholder. 

Remuneration  of  Directors  and  other  matters  to  he 
determined  by  General  Meeting. 
The  remuneration  of  the  directors  is  to  be  fixed  by  a 
general  meeting  of  the  company  under  Section  91  of  the 
Companies  Clauses  Con  solid  art  ion  Act  1845  which  says:  — 
"Except  as  otherwise  provided  by  the  special  Act  the 
"following  powers  of  the  company  (that  is  to  say)  the 
"choice  and  removal  of  the  directors  except  as  herein- 
" before  mentioned  and  the  increasing  or  reducing  of  their 
"number  where  authorised  by  the  special  Act  the  choice 
"of  auditors  the  determination  as  to  the  remuneration  of 
"  the  directors  auditors  treasurer  and  secretary  the  determi- 
"  nation  as  to  the  amount  of  money  to  be  borrowed  on 
"mortgage  the  determination  as  to  the  augmentation  of 
"capital  and  the  declaration  of  dividends  shall  be  exer- 
"cised  only  at  a  general  meeting  of  the  company." 

Powers  of  Directors. 
Subject  to  the  provisions  of  the  section  last  quoted  and 
of  the  special  Act  the  directors  are  under  the  1845  Clauses 
Act  invested  with  the  general   management   and   super- 
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intendence  of  the  affairs  of  the  company  and  authorised 
to  exercise  its  powers,  the  exercise  of  such  powers  being 
however  declared  to  be  subject  to  the  control  and  regula- 
tion of  any  general  meeting  specially  convened  for  the 
purpose  but  not  so  as  to  render  invalid  any  Act  done  by 
the  directors  prior  to  any  resolution  passed  by  such 
general  meeting. 

'RegisierSy  TransferSy  Share  CerlificateSy  Inspection  of 
Books,  d^c. 
Under  the  Companies  Clauses  Acts  obligations  are 
imposed  upon  the  company  with  respect  to  the  keeping  of 
certain  registers  and  the  opening  thereof  for  inspection 
and  the  form  and  issue  of  certain  documents  relating  to 
shares  and  loans.  First  as  to  the  Register  of  Shareholders. 
Section  9  of  the  1845  -A-ct  provides  as  follows  : — "The  com- 
'*pany  shall  keep  a  book  to  be  called  the  Register  of  Share- 
"  holders  and  in  such  book  shall  be  fairly  and  distinctly 
"entered  from  time  to  time  the  names  of  the  several 
''corporations  and  the  names  and  additions  of  the  several 
"persons  entitled  to  shares  in  the  company  together  with 
"the  number  of  shares  to  which  such  shareholders  shall  be 
"respectively   entitled   distinguishing   each   share  by   its 

*  number  and  the  amount  of  the  subscriptions  paid  on  such 
"  shares  and  the  surnames  or  corporate  names  of  the  said 
"shareholders  shall  be  placed  in  alphabetical  order  and 
"such  book  shall  be  authenticated  by  the  common  seal 
"  of  the  company  being  afl5xed  thereto  and  such  authentica- 
"  tion  shall  take  place  at  the  first  ordinary  meeting  or  at 
"  the  next  subsequent  meeting  of  the  company  and  so  from 
'time  to  time  at  each  ordinary  meeting  of  the  company." 

This  register  must  be  distinguished  from  the  Shareholders' 
Address  Book,  as  to  which  Section  10  provides  as  follows  :— 

'*  In  addition  to  the  said  Register  of  Shareholders  the 
••  company  shall  provide  a  book  to  be  called  the  Shareholders* 
*'  Address  Book  in  which  the  secretary  shall  from  time  to 
**  time  enter  in  alphabetical  order  the  corporate  names  and 
•*  places  of  business  of  the  several  shareholders  of  the 
' '  company  being  corporations  and  the  surnames  of  the 
*'  several  other  shareholders  with  their  respective  Christian 
*•  names  places  of  abode  and  descriptions  so  far  as  the  same 

•  •  shall  be  known  to  the  company  and  every  shareholder  or 
"  if  such  shareholder  be  a  corporation  the  clerk  or  agent  of 
*'  such  corporation  may  at  all  convenient  times  peruse  such 
•*  book  gratis  and  may  require  a  copy  thereof  or  of  any 
"part  thereof  and  for  every  hundred  words  so  required  to 
*'  be  copied  the  company  may  demand  a  sum  not  exceeding 
"  sixpence." 

Sections  ii  to  13  provide  for  the  issue  of  share  certificates 
which  are  to  be  prima  facie  evidence  of  the  title  of  the 
shareholders  their  executors  administrators  successors  or 
assigns  to  the  shares  therein  specified.  The  company 
may  for  every  certificate  when  first   issued   and  for  every 


certificate  issued  in  substitution  for  one  worn  oat  damaged 
lost  or  destroyed  demand  any  sum  not  exceeding  the 
amount  prescribed  in  the  special  Act  or  if  no  amount  be 
prescribed  then  a  sum  not  exceeding  two  shillings  and 
sixpence. 

Section  14  provides  for  shares  being  sold  and  transferred, 
the  transfer  being  by  deed  duly  stamped  and  truly  stating 
the  consideration.  A  form  of  transfer  is  set  out  in  a 
schedule  to  the  Act  and  the  deed  may  be  in  that  form  or 
to  the  like  effect. 

As  to  the  Register  of  Transfers  Section  15  provides  as 
follows  : — 

"  The  said  deed  of  transfer  (when  duly  executed)  shall  be 
' '  delivered  to  the  secretary  and  be  kept  by  him  and  the 
('  secretary  shall  enter  a  memorial  thereof  in  a  book  to  be 
"  called  the  Register  of  Transfers  and  shall  endorse  such 
"entry  on  the  deed  of  transfer  and  shall  on  demand 
"deliver  a  new  certificate  to  the  purchaser  and  for  every 
"such  entry  together  with  such  endorsement  and  certificate 
"the  company  may  demand  any  sum  not  exceeding  the 
"  prescribed  amount  or  if  no  amount  be  prescribed  then  a 
"  sum  not  exceeding  two  shillings  and  sixpence  and  on  the 
"  request  of  the  purchaser  of  any  share  an  endorsement  of 
"  such  transfer  shall  be  made  on  the  certificate  of  sach 
"  share  instead  of  a  new  certificate  being  granted  and  such 
••endorsement  being  signed  by  the  secretary  shall  be  con- 
"  sidered  in  every  respect  the  same  as  a  new  certificate  and 
'  •  until  such  transfer  has  been  so  delivered  to  the  secretary 
"as  aforesaid  the  vendor  of  the  share  shall  continue 
"liable  to  the  company  for  any  calls  that  may  be  made 
"  upon  such  share  and  the  purchaser  of  the  share  shall 
"  not  be  entitled  to  receive  any  share  of  the  profits  of  the 
"  undertaking  or  to  vote  in  respect  of  such  share." 

Section  16  provides  that  "no  shareholder  shall  be 
"  entitled  to  transfer  any  share  after  any  call  shall  have 
"been  ma,de  in  respect  thereof  until  he  shall  have  paid 
"such  call  nor  until  he  shall  have  paid  all  calls  for  the 
"  time  being  due  on  every  share  held  by  him." 

Under  Sections  18  and  19  in  the  event  of  the  transmission 
of  a  share  to  representatives  of  a  shareholder  otherwise 
than  by  transfer  a  declaration  in  writing  authenticating  soch 
transmission  has  to  be  made  and  left  with  the  secretary  who 
is  thereupon  to  enter  the  name  of  the  person  entitled  under 
such  transmission  in  the  Register  of  Shareholders  and  for 
every  such  entry  the  company  may  demand  any  sum  not 
exceeding  the  prescribed  amount  and  where  no  amount  is 
prescribed  then  not  exceeding  five  shillings  and  until  such 
transmission  has  been  so  authenticated  no  person  claiming 
by  virtue  of  any  such  transmission  is  to  be  entitled  to 
receive  any  share  of  the  profits  of  the  undertaking  or  to 
vote  in  respect  of  any  such  share  as  the  holder  thereof. 

Section  20  provides  that  the  company  shall  not  be  bound 
to  see  to  the  execution  of  trusts  to  which  the  shares  may  be 
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subject  and  directs  that  the  receipt  of  the  party  in  whose 
name  any  share  stands  in  the  books  of  the  company  or  if  it 
stands  in  the  names  of  more  parties  than  one  the  receipt  of 
one  of  the  parties  named  in  the  Register  of  Shareholders 
shall  be  a  sufficient  discharge  to  the  company  for  any  divi- 
dend or  other  sum  of  money  payable  in  respect  of  any  such 
share  notwithstanding  any  trusts  to  which  such  share  may 
be  subject  and  whether  or  not  the  company  have  had  notice 
of  such  trusts. 

Under  Section  36  the  Register  of  Shareholders  may  be 
inspected  without  fee  by  any  judgment  creditor  who  has 
issued  execution  against  the  property  or  effects  of  the  com- 
pany and  has  not  been  able  to  find  sufficient  whereon  to 
levy  such  execution.  Such  a  creditor  is  under  this  section 
entitled  with  leave  of  the  Court  to  issue  execution  against 
any  of  the  shareholders  to  the  extent  of  their  shares  in 
the  capital  of  the  company  not  then  paid  up. 

As  to  the  Register  of  Mortgages  and  Bonds  Section  45 
provides  as  follows: — "  A  Register  of  Mortgages  and  Bonds 
"  shall  be  kept  by  the  secretary  and  within  fourteen  days 
"  after  the  date  of  any  such  mortgage  or  bond  an  entry  or 
**  memorial  specifying  the  number  and  date  of  such  mort- 
"  gage  or  bond  and  the  sums  secured  thereby  and  the  names 
*'  of  the  parties  thereto  with  their  proper  additions  shall  be 
"  made  in  such  register  and  such  register  may  be  perused  at 
*'  all  reasonable  times  by  any  of  the  shareholders  or  by  any 
'*  mortgagee  or  bond  creditor  of  the  company  or  by  any 
"  person  interested  in  any  such  mortgage  or  bond  without 
••  fee  or  reward." 

Section  46  provides  for  the  transfer  of  mortgages  and  bonds 
which  is  to  be  by  deed  duly  stamped  and  truly  stating  the 
consideration.  A  form  of  transfer  is  set  out  in  a  schedule 
to  the  Act  and  the  transfer  may  be  according  to  that  form  or 
to  the  like  effect. 

As  to  registration  of  transfers  of  mortgages  and  bonds 
Section  47  provides  as  follows  : — "  Within  thirty  days  after 
**  the  date  of  every  such  transfer  if  executed  within  the 
'•  United  Kingdom  or  otherwise  within  thirty  days  after  the 
"  arrival  thereof  in  the  United  Kingdom  it  shall  be  produced 
'*  to  the  secretary  and  thereupon  the  secretary  shall  cause 
'*  an  entry  or  memorial  thereof  to  be  made  in  the  same 
'*  manner  as  in  the  case  of  the  original  mortgage  and  after 
«•  such  entry  every  such  transfer  shall  entitle  the  transferee 
*'  to  the  full  benefit  of  the  original  mortgage  or  bond  in  all 
"  respects  and  no  party  having  made  such  transfer  shall  have 
"  power  to  make  void  release  or  discharge  the  mortgage  or 
*'  bond  so  transferred  or  any  money  thereby  secured  and  for 
*'  such  entry  the  company  may  demand  a  sum  not  exceeding 
' '  the  prescribed  sum  or  where  no  sum  shall  be  prescribed 
"  the  sum  of  two  shillings  and  sixpence  and  until  such  entry 
"  the  company  shall  not  be  in  any  manner  responsible  to  the 
••  transferee  in  respect  of  such  mortgage." 

Section  49  provides  that  the  interest  on  any  such  mortgage 


or  bond  shall  not  be  transferable  except  by  deed    duly 
stamped. 

Section  62  provides  that  where  shares  in  the  company  have 
been  converted  or  consolidated  into  stock  the  several  holders 
of  such  stock  may  transfer  their  respective  interests  therein 
or  any  parts  of  such  interests  in  the  same  manner  and  subject 
to  the  same  regulations  and  provisions  as  in  the  case  of 
shares,  and  directs  that  the  company  shall  cause  an  entry  to 
be  made  in  some  book  to  be  kept  for  that  purpose  of  every 
such  transfer  and  that  for  every  such  entry  they  may  demand 
any  sum  not  exceeding  the  prescribed  amount  or  if  no 
amount  be  prescribed  a  sum  not  exceeding  two  shillings  and 
sixpence. 

As  to  the  register  of  stock  Section  63  provides  as  follows  : — 
"The  company  shall  from  time  to  time  cause  the  names  of 
•*  the  several  parties  who  may  be  interested  in  any  such  stock 
"as  aforesaid  with  the  amount  of  the  interest  therein 
•*  possessed  by  them  respectively  to  be  entered  in  a  book  to 
"  be  kept  for  the  purpose  and  to  be  called  the  Register  of 
''Holders  of  Consolidated  Stock  and  such  book  shall  be 
"accessible  at  all  seasonable  times  to  the  several  holders  of 
"shares  or  stock  in  the  undertaking." 

As  to  the  register  and  certificates  of  debenture  stock  the 
Companies  Clauses  Act  1863  provides  as  follows : — 

Sec.  28.  The  company  shall  cause  entries  of  the 
debenture  stock  from  time  to  time  created  to  be  made  in  a 
register  to  be  kept  for  that  purpose  wherein  they  shall  enter 
the  names  and  addresses  of  the  several  persons  and  corpora- 
tions from  time  to  time  entitled  to  the  debenture  stock  with 
the  respective  amounts  of  the  stock  to  which  they  are 
respectively  entitled  and  the  register  shall  be  accessible  for 
inspection  and  perusal  at  all  reasonable  times  to  every 
mortgagee  bondholder  debenture  stockholder  shareholder 
and  stockholder  of  the  company  without  the  payment  of  any 
fee  or  charge. 

Sec.  29.  The  company  shall  deliver  to  every  holder 
of  debenture  stock  a  certificate  stating  the  amount  of 
debenture  stock  held  by  him  and  all  regulations  or  provisions 
for  the  time  being  applicable  to  certificates  of  shares  in  the 
capital  of  the  company  shall  apply  mutatis  mutandis  to 
certificates  of  debenture  stock. 

Minute  Book. 

There  is  one  other  book  of  importance  to  an  auditor  which 
I  must  mention  as  being  the  subject  of  statutory  regulation, 
namely  the  Minute  Book,  as  to  which  Section  98  of  the 
Companies  Clauses  Consolidation  Act  1845  provides  as 
follows : — 

"  The  directors  shall  cause  notes  minutes  or  copies  as  the 
"  case  may  require  of  all  appointments  made  or  contracts 
"entered  into  by  the  directors  and  of  the  orders  and  pro- 
**  ceedings  of  all  meetings  of  the  company  and  of  the  directors 
"  and  committees  of  directors  to  be  duly  entered  in  txx>ks  to 
"  be  from  time  to  time  provided  for  the  purpose  which  shp 
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*'  be  kept  under  the  superintendence  of  the  directors  and 
"  every  such  entry  shall  be  signed  by  the  chairman  of  such 
"  meeting  and  such  entry  so  signed  shall  be  received  as 
"  evidence  in  all  Courts  and  before  all  judges  justices  and 
"  others  without  proof  of  such  respective  meetings  having 
"  been  duly  convened  or  held  or  of  the  persons  making  or 
"  entering  such  orders  or  proceedings  being  shareholders  or 
"  directors  or  members  of  committee  respectively  or  of  the 
"  signature  of  the  chairman  or  of  the  fact  of  his  having  been 
*'  chairman  all  of  which  last -mentioned  matters  shall  be 
*'  presumed  until  the  contrary  be  proved." 

Quorum  for  General  Meeting. 

As  regards  the  holding  of  general  meetings  of  the  company 
it  is  to  be  noticed  that  unless  the  special  Act  makes  a 
different  provision  (as  is  sometimes  done)  a  quorum  is 
required  which  it  is  not  always  very  easy  to  secure. 

The  matter  is  regulated  by  Section  72  of  the  1845  A-Ct 
which  says :  '*  In  order  to  constitute  a  meeting  (whether 
*'  ordinary  or  extraordinary)  there  shall  be  present  either 
•*  personally  or  by  proxy  the  prescribed  quorum  and  if  no 
"quorum  be  prescribed  then  shareholders  holding  in  the 
•*  aggregate  not  less  than  one  twentieth  of  the  capital  of  the 
'•  company  and  being  in  number  not  less  than  one  for  every 
*'  five  hundred  pounds  of  such  required  proportion  of  capital 
*•  unless  such  number  would  be  more  than  twenty  in  which 
"case  twenty  shareholders  holding  not  less  than  one 
"  twentieth  of  the  capital  of  the  company  shall  be  the  quorum 
*J  and  if  within  one  hour  from  the  time  appointed  for  such 
"  meeting  the  said  quorum  be  not  present  no  business  shall 
'*  be  transacted  at  the  meeting  other  than  the  declaring  of  a 
"dividend  in  case  that  shall  be  one  of  the  objects  of  the 
"  meeting  but  such  meeting  shall  except  in  the  case  of  a 
"  meeting  for  the  election  of  directors  hereinafter  mentioned 
*'  be  held  to  be  adjourned  sine  die.*' 

Voting  at  General  Meeting. 
The  voting  of  the  shareholders,  if  no  scale  is  prescribed  in 
the  company's  special  Act,  is  regulated  by  Section  75  of  the 
1845  Act  under  which  every  shareholder  has  one  vote  for 
every  share  up  to  ten  and  an  additional  vote  for  every  five 
shares  beyond  the  first  ten  shares  held  by  him  up  to  one 
hundred  and  an  additional  vote  for  every  ten  shares  held  by 
him  beyond  the  first  hundred  shares  but  no  shareholder  is 
entitled  to  vote  at  any  meeting  unless  he  has  paid  all  the 
calls  then  due  upon  the  shares  held  by  him.  The  same  Act 
makes  provision  as  to  voting  by  proxy,  the  declaration  of  the 
carrying  of  resolutions,  the  demanding  of  polls,  and  other 
matters  connected  with  the  conduct  of  general  meetings. 

Froof  in  Bankruptcy, 
I   may   perhaps  mention   here  that   Section   140  of  the 
Companies  Clauses   Consolidation  Act    1845    gives  a  con- 
venient power,  in  case  of  the  bankruptcy  or  insolvency  of  a 
Derson    indebted  to  the   company,    for    the    secretary  or 


treasurer  of  the  company  to  represent  the  company  and  act 
on  its  behalf  in  the  bankruptcy  or  insolvency  proceedings  as 
if  the  debt  were  owing  to  such  secretary  or  treasurer. 

Access  to  Special  Act, 

Section  161  of  the  same  Act  contains  a  very  necessary 
provision  for  the  keeping  at  the  principal  office  of  the  com- 
pany, and  also,  in  certain  cases,  for  the  depositing  at  the 
offices  of  clerks  of  the  peace  and  town  clerks  in  the  neigh- 
bourhood of  the  company's  works,  of  copies  of  the  special 
Act  of  the  company  and  for  the  inspection  thereof  and 
taking  of  copies  therefrom  by  parties  interested. 

I  must  apologise  for  thus  wearying  you  with  extracts  from 
Acts  of  I'arliament  but  there  is  no  royal  road  to  the  under- 
standing of  the  constitution  of  a  parliamentary  company, 
and  the  dull  work  of  studying  the  various  enactments  most 
be  undertaken. 

The  "  Undertaking  "  of  a  Farliamcntary  Company ,  Sale  1/ 
Business,  Winding'Up,  &^c. 
Now  1  want,  before  concluding,  to  say  a  few 
words  with  regard  to  the  nature  of  the  going  business 
concern  or  the  **  undertaking,"  as  it  is  called,  of  a  parlia- 
mentary company.  When  Parliament  gives  special  powers 
and  privileges  to  a  company  or  other  body  of  undertakers 
for  the  carrying  on  of  a  concern  it  is  usually  for  the  public 
convenience  and  advantage  that  the  concern  is  established 
as  well  as  for  the  pecuniary  benefit  of  the  shareholders,  and 
the  privileges  are  usually  accompanied  by  various  duties 
and  obligations  which  the  undertakers  are  bound  to 
discharge  for  the  public  benefit.  Moreover  the  nature  of 
the  concern  is  usually  such  that  unless  it  is  carried  00 
regularly,  efficiently,  and  with  adequate  means  and 
resources,  it  may  become  a  source  of  irritation  to  the  public 
if  not  an  absolute  nuisance.  It  is  therefore  desirable  in  the 
public  interest  to  ensure  that  the  parties  responsible  for  the 
management  shall  be  suitable  for  the  work.  Following  out 
this  view  the  Courts,  in  dealing  with  the  special  Acts  of 
companies  of  this  kind,  have  held  that  Parliament,  when 
granting  the  statutory  powers,  must  be  taken  to  have 
intended  to  grant  them  only  to  the  particular  company  or 
body  named  in  the  special  Act  for  the  purpose,  and  thus 
has  arisen  the  legal  doctrine  that  a  parliamentary  company 
formed  to  carry  on  an  undertaking  of  a  public  nature  cannot 
sell  assign  transfer  lease  or  otherwise  dispose  of  or  part  with 
its  undertaking  without  express  authority  to  that  effect  io 
the  Act  or  Acts  by  which  it  is  governed.  Of  coarse  this 
principle  ceases  to  apply  if  and  so  far  as  either  in  any 
general  legislation  relating  to  undertakings  of  the  class 
carried  on  by  the  company  or  in  the  special  Act  of  the  com- 
pany or  the  Clauses  Acts  incorporated  therewith  a  power  of 
sale  can  be  found.  As  an  instance  of  a  power  of  sale  in  a 
Clauses  Act  I  may  mention  Section  44  of  the  Tramways  Act 
1870  which  enables  a  company,  when  the  tramways  have 
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been  open  for  traffic  for  six  months,  to  sell  the  undertaking 
with  the  cx>nsent  of  the  Board  of  Trade. 

You  are  probably  aware  that  under  Section  199  of  the 
Companies  Act  1862  there  is  jurisdiction  for  the  Court  to 
make  an  order  for  the  compulsory  winding-up  of  a  company 
with  more  than  seven  members  incorporated  by  special  Act 
other  than  a  railway  company.  It  is  doubtful  whether  in 
such  a  ^vinding-up  the  powers  of  the  liquidator  or  the  Court 
extend  to  the  selling  of  an  undertaking  which  the  company 
could  not  itself  have  sold,  and  if  any  one  of  you  should  find 
himself  in  the  happy  position  of  being  appointed  liquidator 
of  such  a  company  he  may  discover  that  he  has  under  his 
control  an  undertaking  which  he  cannot  transfer  without 
obtaining  special  statutory  power  for  the  purpose,  and  if  in 
the  course  of  the  winding-up  he  has  an  opportunity  of 
negotiating  a  sale  of  the  going  concern,  he  may  have  to 
adopt  the  plan  of  first  entering  into  a  provisional  agreement 
for  sale  subject  to  confirmation  by  Parliament  and  then 
promoting  a  private  Bill  in  Parliament  to  authorise  the  com- 
pletion of  the  transaction. 

As  a  result  of  this  doctrine  of  non-transferability  it  was 
held  in  the  case  of  Blaker  v.  Herts  and  Essex  Waterworks  Co. 
(41  Ch.D.  399)  that  where  in  an  action  by  debenture- 
holders  a  receiver  was  appointed  in  respect  of  a  water  supply 
undertaking  carried  on  by  a  parliamentary  company  which 
had  issued  the  debentures  no  sale  of  the  undertaking  could 
be  ordered  nor  ought  the  teceiver  to  be  appointed  as 
manager  of  the  business  since  the  only  persons  intended  by 
Parliament  to  manage  and  carry  on  the  undertaking  were 
the  directors  of  the  company. 

It  should  be  noticed  however  that  this  doctrine  of  non- 
assignability does  not  extend  to  separate  property,  such  for 
example  as  surplus  land  of  a  railway  company,  which  is  not 
in  any  way  part  of  or  required  for  the  purposes  of  carrying 
on  the  public  undertaking  authorised  by  Parliament. 

It  is  of  course  quite  a  common  thing  for  a  sale  of  the 
undertaking  or  part  of  the  property  of  a  parliamentary  com- 
pany to  take  place  under  express  powers  conferred  for  that 
purpose — such  for  example  as  the  sale  to  a  municipal  cor- 
poration of  the  business  of  a  water  or  gas  company.  As  the 
services  of  accountants  are  frequently  requisitioned  in  con- 
nection with  such  sales  I  will  briefly  refer  to  the  basis  on 
which  they  are  effected.  Where  the  purchase  price  is  not 
agreed  between  the  two  parties  to  the  sale  the  ordinary 
parliamentary  practice  is  to  provide  that  it  shall  be  ascer- 
tained by  arbitration.  At  such  an  arbitration,  if  the  subject- 
matter  of  the  sale  is  a  going  business  concern  or  undertaking 
and  not  merely  particular  works  or  other  property,  the 
ordinary  practice  is  to  ascertain  the  price  by  capitalising  at 
so  many  years'  purchase  the  maintainable  revenue  derived 
from  the  business,  the  number  of  years'  purchase  being 
perhaps  twenty,  twenty- five,  or  thirty  or  such  other  number 
as  is  found  reasonable  having  regard  to  the  character  of  the 


business  and  the  degree  of  security  which  the  concern  shows 
for  permanently  yielding  the  revenue.  This  branch  of  the 
subject  however  I  have  already  dealt  with  at  greater  length 
in  a  lecture  on  the  Law  of  Compensation  which  I  gave 
before  this  Society  in  the  year  1902  and  so  I  will  not  follow 
it  up  further  on  the  present  occasion. 


personaL 


Messrs.  Stewart  Blacker  Quin  &  Co.,  Chartered 
Accountants,  have  removed  from  i  Lombard  Street  to 
16  Donegall  Square  South,  Belfast. 

Thb  partnership  hitherto  existing  between  Messrs. 
Richard  Ibbotson  and  William  Porter,  Chartered  Ac- 
countants, under  the  style  of  Jno.  Ibbotson  &  Co.,  has 
been  dissolved  by  mutual  consent.  The  business  will  in 
future  be  carried  on  at  3  King  Street,  Blackburn,  by 
William  Porter  and  Richard  R.  Porter  (his  son) 
under  the  style  of  Wm.  Porter  &  Son. 

Messrs.  Samuel  Smyth  &  Co.,  Chartered  Accountants, 
beg  to  intimate  that  they  have  removed  to  offices  in  the 
Scottish  Temperance  Buildings,  Belfast. 


failures  an&  Bills  ot  Sale  in  £ndlan& 
an&  Males* 


According  to  Kemp's  Mercantile  Gazette ^  the  total  number 
of  commercial  failures  recorded  in  England  and  Wale» 
during  the  week  ending  Friday,  May  4th,  was  162,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  London  Gagette, 
85 ;  Deeds  of  Arrangement  registered,  77.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were  : 
Bankruptcies,  85;  Deeds  of  Arrangement,  62— total,  147; 
being  an  increase  of  15.  The  total  number  of  commercial 
failures  recorded  during  the  18  weeks  of  the  present  year  is 
2,992 ;  the  total  number  recorded  in  the  corresponding  18 
weeks  of  last  year  was  3,255,  showing  a  decrease  of  263. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
May  4th,  was  156.  The  number  in  the  corresponding  week 
of  last  year  was  177,  showing  a  decrease  of  21.  The  total 
number  filed  during  the  18  weeks  of  the  present  year  is 
2,757  :  ^^G  ^otal  number  filed  in  the  corresponding  18  weeks 
of  last  year  was  3,070,  showing  a  decrease  of  313. 


Debentures. 


The    Mortgages   and     Charges    registered    by    limited 
companies    in    England    and    Wales    during    the    week 
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ending  Friday,  May  4th,  amounted  to  /939,332,  by  way 
of  addition  to  /i,426,232,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ;f  1,492,999  showing  a  decrease  of 
/553,667.  The  total  amount  registered  during  the  18 
weeks  of  the  present  year  was  ;f 29,391, 865  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  /28,o75,374  for  the  corresponding  18  weeks 
in  1905,  showing  an  increase  of  /i, 316,491. 


The  Profession  in  Scotland. 


Soottigh  General  Examining  Board. 

The  General  Examining  Board  of  the  Chartered 
Accountants  of  Scotland  intimate  that  the  next  series  of 
examinations  will  be  conducted  at  Ediabujrgh,  Glasgow, 
Aberdeen,  and  such  othei'  places  as  may  be  found  neces- 
sary, on  the  following  dates  :  — 

Preliminary  Examination — Saturday,  2nd  June  1906. 

Intermediate  Examination — Tuesday  5th,  and  Thurs- 
day 7th  June  1906. 

Final  Examination — Monday  4th,  Tuesday  5th,  Thurs- 
day 7th,  and  Friday  8th  June  1906. 

Intending  candidates  are  required  to  give  in  their  full 
names  and  addresses,  and  make  payment  of  the  requisite 
examination  fees  to  the  Secretary  of  the  Society  with  which 
they  are  connected,  or  to  the  Secretary  and  Treasurer,  Mr. 
Richard  Brown,  23  St.  Andrew  Square,  Edinburgh,  not 
later  than  15th  inst. 

Institute  of  Accountants  and  Actuaries  in  Glasgow. 


At  the  quarterly  meeting  of  the  Institute  (incorporated 
by  Royal  Charter),  held  in  the  Hall,  218  St.  Vincent  Street 
— Mr.  John  Mann,  Senr.,  President,  in  the  chair— the 
following  candidates,  having  passed  all  the  prescribed 
examinations,  and  been  found  duly  qualified,  were 
admitted  as  members,  subject  to  the  bye-laws,  rules,  and 
regulations: — ^Angus  M*Coll  Parker,  Westwood  Farm, 
Fergus,  Ontario ;  Walter  Wilson  Rathie,  with  Messrs. 
Brown,  Fleming  &  Murray,  C.A. 


Xanft  Hate  of  2)iBcount« 

April  14th  1904 3l% 

u     2"t 3% 

March  9th  1905 •        •  •        •  •  2}% 

Sept.  7th 3% 

„  28th 4% 

April  5th  1906 3j% 

May  4th    „  4% 


[Matrimony. — Chartered  Accountant  in  London  (28), 
income  /360,  would  correspond  with  attractive  Lady, 
possessing  small  means  preferred ;  strictly  genuine.— Ddt7^ 
Paper.] 

Passing  fair  was  this  gay  A.C.A., 

His  income  a  sovereign  a  day ; 

He  yearned  and  he  sighed  for  the  turn  of  the  tide, 

For  the  business  that  came  not  his  way. 

He  tried  every  channel  in  turn, 

An  extra  five  hundred  to  earn  ; 

He  whispered  some  prayers  as  they  kicked  him 
downstairs, 

He  was  young  and  had  much  yet  to  learn. 

At  last  he  grew  tired  of  the  game, 

For  the  ending  was  always  the  same, 

So  he  thought  he'd  adopt  Ovid's  plan  and  co-opt 

With  a  suitably  handsome  young  dame. 

Sing  hey.  for  the  en  commandite  ! 

As  a  partner  she  may  be  so  sweet ! 

But  don't  let  us  hurry— there's  Garner  v.  Murray, 

And  her  fortune  may  be  too  petite. 

CoateatB  of  No.  1640,  May  12,  1906. 

Lbadino  Akticlbs  :  P&gb 

The  Annual  Meeting  of  the  Institute 589 

Gas  Companies  and  Depreciation 591 

Wbbkly  Notes: 

Railways  and  Advertising  Agents    593 

The    Audit    of   Trust   Accounts  —  Reconstructions— Railway 

Rating— Bankruptcy  Law  Amendment 491 

Mining  Statistics— Licensing    Compensation  and   Debenture- 
holders' Sectiritv— Death  of  the  Inspector-General  in  Bank- 
ruptcy—Articlea  Clerks— A  Point  in  Company  Winding-up    565 
Lay  Auditors  Again — Profits  and  Depreciation 596 

CORRBSPOMDKNCB  AND  BmQUIRIBS  : 

Income  Tax 596 

Depreciation  of  Printing  Machinery — RegistraHon  for  Accoun- 
tants—Hire and  Purchase  Accounts   597 

Forfeited  Shares 598 

MiSCBLLAMBOUS : 

The  Chartered  Accountants'  Golf  Club 593 

Review    598 

Meetings  for  the  ensuing  Week  598 

The  American  Central  Bank  Scheme 599 

Chartered  Accountant  Students  Society  of  London. —  "  Parlia- 
mentary Companies,"  by  Frank  Noel  Keen,  LL.B.,  A.C.A.  600 

Personal 619 

Failures  and  Bills  of  Sale  in  England  and  Wales  619 

Bank  Rate  of  Discount 620 

Thb  Profession  in  Scotland: 

Scottish  General  Examining  Board 620 

Institute  of  Accountants  and  Actuaries  in  Glasgow 620 

Fowler  &  Pottier, 

AUCTIONEERS,  SURYETORS    ft    TALUEB8. 

REGISTER     OF     CITY     OFFICES,      SHOPS,     WAREHOUSES.     ETC 

TO      BE     LET     OR     SOLD. 

MANAGEhiENT     AND     SALE     OF     REAL     ESTATE. 

k.  0.  FowwR,  F.S.I.       86  WALBROOK,  B.C. 

0.  8.  POTTIBR    F^.I.  Digitize       .^^^^^^  ^  ^^ 


The  Accountant 

THE    RECOGNISED    WEEKLY    ORGAN    OF   CHARTERED    ACCOUNTANTS 


ACCOUNTANCY  THROUQHOUT   THE  WORLD. 


Vol.  XXXIV.— Nbw  Series.— No.  1641.]  SATURDAY,  MAY  19,  1906.  [Price  6d. 


Extract  from  Auditing,  by  Lawrknck  R.  Dick-sci,  F.CA. 
iPagi  190) 
Liunud  Hamus  present  some  rather  special  features.  The  goodwill 
Attaching  to  the  license  gives  the  lease  or  freehold  of  licensed  premises 
B  market  valne  greatly  in  excess  of  their  real  value  as  buildings.  To 
be  properly  considered,  the  value  of  the  premises  and  the  license  must 
besepaiated.  Hie  iormer  shonld  be  depreciated  in  thensual  way, 
leaving  the  license  alone  to  be  considered.  A  license  on  freehold  pre- 
mises does  not  depreciate,  but  a  license  on  leasehold  premises  passes 
mway  with  the  prendaes  and  must  therefore  be  depreciated  like  a  lease. 
A  Uoense  may  at  any  time  be  lost— either  for  misconduct  or  for  no  rea^ 
•DO— tat  tfabi»aooiitin9eney  outside  the  scope  of  depreciation.  It 
•ayi  howevei,  be  provided  against  by  Insurance,  which  would  appett 
l»bo  a  most  pradent  oooxBe  to  adopt. 

Por  fuU  pwtlnilan  as  to  LKUUiUB  nSURAMCU  apply  to- 

tlw  UCENSES  INSURANCE  CORPORATION 

AND  GUARANTEE  FUND,  LimitecU 

24  liOORQAU  STREET,  LOHDOh 


XseliuiT*  BuflineM 


-    Licensed  Property. 


Insured  and  Loans  and  Debentures  on 
Licensed  Property  of  every  description  guaranteedc 


The  Capitalised  Value  of  the  Goodwill  of  a  Licensed  Business 
Is  the  value  of  the  license,  and  may  be  estimated  upon  a  mere 
itheral  basis  if  the  license  if  insured. 
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TtaK  Accountant  is  printed  and  published  in  time  for 
Friday  Evening's  Mail. 


TERMS  OF  SUBSCRIPTION  {payable  in  advance). 

Per  annum,  post  free  (United  Kingdom)  ...    £%    4 

t>  „         (Foreign     and     Colonial)       i    6 

RATES   FOR   ADVERTISEMENTS. 

Prospectuses  and  Company  Notices,  per  page ...  ^^5    o 

Half -page  Advertisement      30 

Quarter-page  Advertisement          115 

Trade  Notices,  per  inch      o    5 

Auction  Sale^  ftc.,  per  line o    o 

Partnerships,  Situations  vacant — 

Minimum  charge  for  32  words        o    a 

Per  line  afterwards        o    o 


Wheatley  Kirk,  Price  &  Co., 

(B8TABLI8BBD  1850) 

YALUERS,  AUCTIONEERS  &  ARBITRATORS 

OF    EVERY    DESCRIPTION    OF 

WORKS,  PLANT,  MACHINERT,  ft  STOCK. 

PERIODICAL    VALUATIONS   AT  SPKCtAL    RATES 

ANNUAL     INSPKCTJONS      FOR     DEPRECIATION. 

,SALES  OF  WORKS   BY   PRIVATE  TREATY. 

PARTNERSHIPS     IN     ENOINEERINO     PROFESSION     ARRANGE! 


46   Watling    Street,    London,  E-tt 

atid   ALBERT   SQUARE,    MANCHESTER. 
TkupRONB  5,077  Bank.      Tblegrams—"  INDICES,  LONDON. 


Bstd*  1831. 


GUARDIAN 

ASSURANCE    COMPANY,    Limited. 


FIRE,     LIFE,     ACCIDENT, 

AND    BURGLARY    INSURANCE 


Total  Funds  over  £5,000,000. 

Hbad  Offxcb:— 11   LOMBARD   STREET,    LONDON, 
Law   Courts    Branch  :— 21    FLEET   STREET. 


XeaMng  articles* 


The  Income  Tax  Committee. 


COMPARATIVELY  little  interest  seems  to 
^  have  been  aroused  by  the  announcement 
made  by  the  Chancellor  of  the  Exchequer,  in 
the  course  of  his  Budget  speech,  that  it  was 
the  intention  of  the  Government  to  appoint 
a  Committee  to  examine  into  the  working 
of  the  income-tax  regulations,  with  a  special 
view  to  seeing  whether  the  introduction  of  a 
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differentiated  or  graduated  tax  were  possible. 
The  truth  of  the  matter  is,  we  suppose,  that  so 
much  has  been  heard  upon  this  subject  in  the 
past,  and  so  many  previous  inquiries  have  been 
undertaken,  that  the  average  income-tax  payer 
becomes  somewhat  sceptical  of  anything  but 
an  increase  in  the  existing  rate  resulting  from 
such  an  inquiry.  Committees  were  appointed 
to  examine  into  the  subject  of  Income-tax 
in  1851  and  in  1861,  neither  of  which 
accomplished  anything  very  noteworthy.  Even 
so  early  as  1842  the  desirability  of  distinguish- 
ing between  earned  and  spontaneous  income 
was  raised  by  Lord  Brougham,  but  the  matter 
was  shelved  on  the  ground  (sound  enough  at 
the  time,  but  now  hopelessly  obsolete)  that  the 
whole  tax  being  a  purely  temporary  expedient, 
the  inquiry  was  uncalled  for.  In  1888  the 
question  was  again  raised  in  Parliament,  and 
appears  to  have  been  viewed  with  at  all  events 
some  measure  of  favour  by. the  then  Govern- 
ment. It  was  again  debated  in  1891 ;  and,  as 
our  readers  will  remember,  it  is,  so  to  speak, 
only  the  other  day  that  a  Departmental 
Committee  reported  the  result  of  its  inquiries 
into  the  existing  methods  of  assessment  and 
collection. 

There  is,  doubtless,  a  very  general  consensus 
of  opinion  in  favour  of  some  form  of  differen- 
tiated and  graduated  income-tax,  the  justice 
of  which  is  admitted  in  principle ;  but  among 
those  who  have  seriously  studied  the  subject, 
the  difficulties  of  devising  any  scheme  that 
would  work  fairly  in  practice  without  incurring 
enormous  inconvenience  upon  both  taxpayer 
and  revenue  officials  have  proved  well  nigh 
insuperable.  Without  wishing  to  discount 
the  result  of  the  present  Committee's  inquiry, 
we  may  hazard  the  statement  that  nothing 
approaching  a  theoretically  complete  scheme 


could  possibly  be  designed  which  would  not 
cost  for  collection  far  more  than  any  additional 
income  that  could  in  reason  be  exj)ected  in 
consequence. 

It   seems    to    us    that    the    only    possible 
opening  lies    in    the  direction   of   a  limited 
and   admittedly  imperfect  application  of  the 
principle  which  may  yet  be  found  sufficiently 
comprehensive   to   avoid   any  substantial  in- 
justice, and   sufficiently  simple   to  avoid  any 
material    increase    in    the   existing    costs  of 
collection.     For  that  purpose  it  seems  to  us 
that   a   distinct   step   in   the    right    direction 
would  be  to  enact  higher  rates  for  income-tax 
levied  under  Schedules  A  and  C — which  in  all 
cases  represent  spontaneous  income — to  those 
levied  under  Schedules  B,  D,  and  E.   Schedule 
B  already  has  a  rate  of  its  own,  and  there 
would  therefore  be  nothing  very  revolutionary 
in  applying  such  a  differentiation  to  the  other 
schedules.     Where   an   injustice   might  arise 
would  be  in   that   many  incomes  at  present 
assessed  under  Schedule  D  are  just  as  spon- 
taneous as  those  under  Schedules  A  or  C.   Such 
incomes  are  however,  we  think,  substantially 
exhausted  under  the  heading  of  dividends  and 
other  annual  payments  made  by  limited  and 
other  incorporated  companies,  and  it  would  not 
be  at   all   a  difficult   matter  to  charge  such 
companies  with  a  sur-tax  or  dividend  tax,  thus 
placing  them   approximately  upon   the  same 
level  as  the  other  spontaneous  incomes  already 
provided  for.     The  question  might   well  arise, 
however,  with  regard  to  the  tax  deducted  from 
annual  payments  by  individuals,  as  for  instance 
upon  the  interest  paid  by  a  private  borrower  to 
a  mortgagee.  It  would ,  no  doubt,  be  inconsistent 
to  let  the  mortgagee  in  such  cases  off  with  a 
lighter  tax  than  if  he  had  lent  his  money  to  an 
incorporated  company  or  invested  it  in  public 
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funds,  but,  on  the  other  hand,  the  danger  o( 
allowing  the  borrower  to  deduct  a  special  sur- 
tax would  be  that  as  likely  as  not  he  would  not 
account  for  it  to  the  Inland  Revenue.  Upon 
the  whole,  therefore,  we  should  prefer  to 
deliberately  give  such  mortgagees  the  advantage 
in  question  for  what  it  is  worth,  recog- 
nising that  under  any  conceivable  system 
there  must  always  be  certain  inconsistencies 
and  anomalies.  These,  however,  in  their  turn 
might  be,  at  all  events  roughly,  corrected  by 
requiring  mortgage  deeds  and  all  similar  docu- 
ments to  be  periodically  restamped  with  an  ad 
valorem  duty  equivalent  to  the  sur-tax  not 
levied  in  their  case. 

The  question  of  a  graduated  income-tax 
raises,  however,  greater  difficulties,  partly  on 
account  of  the  fact  that  few  persons  enjoying 
more  than  quite  a  small  income  derive  it  all 
from  any  one  source;  but  apart  from  the 
practical  difficulties  involved  there  is,  of 
course,  the  question  of  principle — that  the 
whole  idea  of  a  graduated  income-tax  is  that 
those  in  receipt  of  larger  incomes  can  afford  to 
contribute  at  a  higher  rate  to  the  expenses  of 
the  State  than  those  in  receipt  of  smaller 
incomes.  This  as  a  general  proposition  might 
be  accurate  enough  if  applied  to  individuals,  | 
but  when  applied — as  it  must  of  necessity  be 
under  existing  circumstances — to  heads  of 
households,  the  question  of  their  respective  j 
responsibilities  must  be  considered  before  it  is  1 
possible  to  arrive,  even  approximately,  at  the 
figure  each  can  afford  to  pay ;  and  from  that 
point  of  view  the  present  system  of  abatements 
is  not  only  imperfect,  but  in  many  cases  actually 
defeats  its  intended  object.  Thus  it  is  easy  to 
conceive  that  one  man  earning  (say)  ^^300  per 
annum  is  considerably  better  off  than  another 
earning  £600,  whereas  the  latter  would  pay 


about  four  times  as  much  income-tax  as  the 
former.  If  any  serious  attempt  be  made  to 
deal  with  the  subject  of  graduated  income- 
tax  upon  equitable  lines,  it  is  necessary  that 
regard  should  be  had  not  merely  to  the  total 
amount  of  income  enjoyed  by  the  household, 
but  also  to  the  number  of  persons  of  which 
that  household  consists. 

For  our  own  part,  we  do  not  feel  very 
hopeful  that  the  efforts  of  this  Income  Tax 
Committee  will  be  crowned  with  any  greater 
measure  of  success  than  those  of  its  somewhat 
numerous  predecessors,  but  it  will  at  least  be 
interesting  to  see  what  progress  has  been  made 
in  ideas  upon  the  subject  since  the  matter  was 
last  seriously  discussed  in  Parliament. 


Bankruptcy  Law  Amendment. 


TN  view  of  the  recent  appointment  of  a 
'  Departmental  Committee  to  consider  the 
proposed  revision  of  the  Bankruptcy  Acts,  the 
Committee  of  the  Birmingham  Jewellers'  and 
Silversmiths'  Association  has  requested  its 
solicitor  to  draw  up  a  report  on  the  subject  for 
submission  to  the  Board  of  Trade. 

This  report  is  now  being  drawn  up,  and  inter 
alia  recommends  that  the  following  offences 
should  be  punishable  by  imprisonment : — 

(i)  Failure  to  keep  proper  books  disclosing 
the  position  of  the  bankrupt  for  six 
years  prior  to  the  bankruptcy. 

(2)  Failure  to  keep  proper  records  of  betting 

transactions  during  the  period  for 
which  the  books  showed  the  debtor 
to  have  been  insolvent. 

(3)  For  losses  occasioned  by  betting  while 

insolvent.        Digitized  by  GoOglC 
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(4)  For  pawning  transactions  entered  into 
while  insolvent  and  within  six  years 
of  the  bankruptcy. 

Some  of  these  recommendations  may  wear  a 
slightly  different  complexion  when  the  full 
report  is  studied,  but  it  seems  to  us  that,  as 
they  stand,  they  are  somewhat  unduly  harsh. 
So  long  as  no  unreasonable  standard  is  set  up 
it  would  be  impossible  to  find  any  fault  with 
Clause  I,  but  Clauses  2  and  3 — which,  after 
all,  relate  to  practically  the  same  offence — are 
in  the  nature  of  things  very  largely  a  question 
of  degree,  both  as  to  the  amount  involved  and 
as  to  what  is  really  meant  by  the  term 
"betting."  For  instance,  the  Manchester  man 
who  does  not  cover  his  contracts  by  operations 
in  "  futures  "  is  the  one  who  is  betting  against 
the  future,  whereas  the  man  who  enters  into 
such  dealings,  although  to  the  uninitiated  it 
may  appear  to  be  speculating  or  betting,  is  in 
reality  adopting  a  method  of  insurance  against 
contingencies.  But,  of  course,  this  lenient  view 
of  the  matter  can  only  be  taken  so  long  as  the 
transactions  in  "futures"  are  justified  by  the 
nature  and  magnitude  of  the  bond  fide  trading 
operations.  With  regard  to  Clause  4,  the 
existing  law  with  regard  to  illegal  pawning 
might  with  advantage  be  made  more  stringent, 
but  a  six  years'  limit  seems  somewhat  exces- 
sive, and  clearly  ought  not  to  apply  unless  the 
debtor  has  known  himself  to  be  insolvent,  or 
ought  to  have  known  himself  to  be  insolvent, 
during  the  whole  of  that  period. 

The  report  goes  on  to  suggest  that  the 
Registrar  presiding  at  a  public  examination 
should  have  power  to  commit  a  debtor  to 
prison  for  contempt,  and  to  impose  a  term  of 
imprisonment  for  any  of  the  four  offences 
enumerated  above.  We  very  much  question 
whether  it  would  be  at  all  desirable  to  grant 


such  powers  to  a  Registrar,  nor  can  we  see  any 
serious  objection  to  the  existing  practice  under 
which  the  Registrar  reports  to  the  Judge  and 
the  Judge  makes  such  order  as  he  may  think 
fit.     In  some  cases,  of  course,  this  enables  a 
contumacious    debtor    to    cause   trouble  and 
delay,  but  the  inconvenience  so  occasioned  is, 
it   seems  to  us,  as  nothing  to  the  arbitrary 
power  of  committal  in  the  bands  of  so  subordi- 
nate an  official  as  a  County  Court  Registrar 
adjudicating  upon    the   spur  of  the   moment 
upon  matters  which  have,  perhaps,  not  been 
very  fully  investigated,  and  where,  perhaps,  the 
debtor    has    had     no    opportunity    of    being 
adequately    defended.      The    recommendation 
that  the  presiding  Registrar  should  have  power 
to  commit  a  debtor  for  trial  in  respect  of  all 
offences  under  the  Debtors  Act  would,  viewed 
superficially,  appear  to  be  far  more  reasonable, 
but  in  practice  it  would  probably  work  out  as 
badly  as  the  existing  power  of  a  County  Court 
Judge  to  commit  a  witness  for  trial  for  perjury. 
In  the  absence  of  sworn  depositions  no  convic- 
tion is  likely  to  follow  such  committals,  more 
especially  when  it  is  borne  in  mind  that  the 
chief  trouble   at   the  present  time   is   to  get 
the   jury  to   convict    for    an    offence    under 
the    Debtors   Act.      It   is  recommended   that 
the     period     to    which     the     Debtors     Act 
applies    as    to    concealment     or    removal    of 
property,  falsification  or  destruction  of  books 
or  documents,  fictitious  losses,  and  pawning  or 
pledging  of  property  should  be  extended,  and 
that  the  controlling  words  "  unless  the  jury  is 
satisfied  that  he  had  no  intent  to  defraud,"  be 
deleted.     These    alterations   might    doubtless 
produce  a  desirable  effect,  but,  before  that  can 
be   seriously  expected,   it    is    important   that 
sufficient  publicity  should  be  given  to  the  whole 
matter  to  introduce  a  sounder  and  more  reason- 
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able  public  opinion  on  the  whole  subject  of 
fraudulent  insolvency.  It  seems  to  us  that 
if  the  matter  is  to  be  gone  into  seriously  upon 
these  lines,  creditors  who  encourage  an  insol- 
vent to  obtain  credit  from  others  in  order  that 
he  may  be  able  to  pay  them,  should  be 
expressly  made  liable  for  conspiracy.  Such 
an  alteration  of  the  law  with  regard  to  fraudu- 
lent bankruptcy  would  probably  be  anything 
but  popular  among  a  large  number  of  business 
men,  but  in  the  long  run  it  would  probably 
bring  about  a  more  healthy  tone  in  business 
transactions.  As  matters  stand,  the  view 
frequently  taken  by  juries  in  such  cases  is  that 
but  for  pressure  put  upon  the  debtor  by 
creditors  who  had  a  knowledge  of  his  position, 
he  would  never  have  resorted  to  the  devious 
ways  which  ultimately  brought  him  to  the 
dock ;  and  if,  under  such  circumstances,  juries 
decline  to  convict  on  the  ground  that  they 
have  the  wrong  persons  before  them,  there  is 
little  ground  for  surprise,  and  perhaps  not  very 
much  occasion  for  regret. 

The  last  recommendation  in  the  report 
is  that  every  bankrupt  should  be  compelled 
to  apply  for  his  discharge  within  a  certain 
period  after  the  commencement  of  his  bank- 
ruptcy, and  that  failure  to  do  so  should 
render  him  liable  to  imprisonment.  It  will 
doubtless  be  objected  that  this  puts  the  unfor- 
tunate insolvent  upon  a  level  with  the  ticket- 
of-leave  man,  but  for  our  own  part  we  do 
not  attach  any  serious  importance  to  that 
objection.  On  the  other  hand,  we  do  not 
see  any  very  useful  purpose  that  could  be 
served  by  compelling  a  bankrupt  to  apply  for 
bis  discharge  unless  it  has  been  determined 
what  is  to  be  done  with  him  when 
the  application  is  heard.  The  number  of 
undiscfaarged  -  bankrupts,    which    is    steadily 


increasing  yearly,  is  a  standing  menace  to  all 
legitimate  business,  but  we  do  not  see  how 
the  proposal  referred  to  is  going  to  mend 
the  matter.  If  anything  useful  is  to  be 
accomplished  in  the  direction  indicated,  it 
seems  to  us  that  every  undischarged  bankrupt 
should  be  required  to  submit  himself  for 
examination  once  in  each  year,  so  that  the 
Court  might  have  an  opportunity  of  ascertain- 
ing his  present  occupation  and  means,  and  his 
capacity  for  making  some  contribution  towards 
the  payment  of  his  creditors.  Were  that  course 
to  be  pursued  the  number  of  cases  in  which 
offers  of  composition  would  be  forthcoming 
would,  we  think,  be  very  largely  increased;  and 
a  term  would  be  put  upon  the  existing  scandal 
of  undischarged  bankrupts  going  about  their 
business  without  let  or  hindrance,  living 
obviously  in  a  far  better  position  than  many  of 
their  unfortunate  creditors.  If  any  really 
effective  reform  of  the  present  position  is  to  be 
attempted,  it  must,  it  seems  to  us,  go  to  the 
root  of  the  whole  foundation  of  our  existing 
bankruptcy  laws,  viz.,  that  a  bankrupt  upon 
surrendering  the  whole  of  his  property 
at  the  date  of  his  bankruptcy  is  entitled 
to  a  release  from  his  debts,  and,  save  in 
extremely  exceptional  cases,  may  thereafter 
apply  to  his  own  uses  all  his  subsequent 
earnings.  This  fundamental  principle  has 
from  time  to  time  been  modified — but  chiefly 
upon  paper,  and,  as  it  seems  to  us,  never  very 
effectively — and  we  think  the  time  has  now 
arrived  when  it  should  be  clearly  declared  that 
bankruptcy  will  not  operate  to  form  this  con- 
venient process  of  slate-washing  for  the  benefit 
of  unscrupulous  debtors.  It  is  necessary,  of 
course,  that  undischarged  bankrupts  should 
have  some  rights  of  property,  or  there  would 
be  an  end  once  for  all  of  any  attempt   upon 
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their  part  at  rehabilitation.  But  the  acknow- 
ledgment of  this  principle  by  no  means 
necessarily  involves  its  being  carried  to 
ridiculous  extremes ;  and  it  seems  to  us  that 
hitherto — partly  through  defective  machinery, 
partly  through  a  lack  of  conscience  on  the  part 
of  debtors,  and  partly  through  the  supineness  of 
bankruptcy  officials — the  practical  position  at 
the  present  time  is  that  the  moment  an  adjudi- 
cation order  has  been  made  the  debtor  is  free 
to  do  what  he  likes  so  long  as  he  has  the  sense 
to  take  proper  legal  advice  as  to  the  best  means 
of  so  tying  his  assets  up  as  they  accumulate 
that  they  cannot  be  diverted  for  the  purpose 
of  paying  his  just  debts. 

These  defects  notwithstanding,  the  report 
prepared  for  the  Birmingham  Jewellers'  and 
Silversmiths'  Association  is  certainly  sugges- 
tive in  one  or  two  respects,  and  it  at  least 
indicates  the  interest  that  is  being  taken 
in  the  subject  by  business  men  generally. 
We  trust  that  other  trade  societies  will  also 
consider  the  subject  and  publish  their  findings, 
so  that  the  matter  may  continue  to  be  dis- 
cussed, and  the  members  of  the  Departmental 
Committee  thus  be  made  acquainted  with  the 
views  of  those  in  whose  interests  bankruptcy 
law  ought  to  be  primarily  formulated. 


Liquidations  and  Receiversiiips. 


T*HE  recent  decision  of  Mr.  Justice  Buckley 
in  In  re  Alfred  Melson  &  Co,,  Lim. 
(referred  to  in  our  Law  Reports  this  week) 
raises  a  question  of  considerable  importance, 
and  shows  that,  without  waiting  for  such 
action  as  the  Legislature  may  take  in 
consequence  of  the  recommendations  of 
the    Departmental    Committee    appointed    in 


February  1905,  the  Courts  are  determined  to 
do  all  that  lies  in  their  power  to  protect  the 
bond  fide  unsecured  creditor  from  injustices 
arising  out  of  the  enforcement  of  debenture- 
holders'  rights.  In  this  case  it  would 
appear  that  it  was  just  and  equitable  in 
a  legal  and  also  in  a  business  sense  that 
the  company  should  be  wound  up,  for 
although  there  was  no  voluntary  liquidation 
in  progress,  and  although  no  receiver  had  been 
appointed  for  debenture-holders,  the  last-named 
were  shown  to  be  in  substantial  possession  of 
the  company,  and  to  be  carrying  on  its  business. 
It  seems  reasonable  to  suppose  that  debenture- 
holders  would  not  be  in  possession  so  long  as 
there  were  ample  assets  to  pay  all  creditors  in 
full ;  and  for  obvious  reasons  it  would  be  grossly 
unfair  to  unsecured  creditors  that  they  should 
be  expected  to  go  on  supplying  goods  to  the 
order  of  the  company  when  at  any  moment  the 
debenture-holders,  by  appointing  a  receiver, 
might  crystallise  their  charge  and  apply  all  the 
assets  they  could  then  lay  their  hands  upon  in 
satisfaction  of  their  claims.  Given  such  a 
position  of  affairs,  it  is  clear  that  so  long  as  the 
real  positionof  the  company  remained  unknown 
the  debenture-holders  might  induce  that  com- 
pany to  obtain  upon  credit  sufficient  goods  to 
enable  the  debenture-holders  to  be  repaid  in 
full  and  then  leave  the  unfortunate  unsecured 
creditors  to  make  the  best  of  the  empty  carcass 
that  they  left  behind.  Such  a  question  as  this 
raises  immense  possibilities,  and  for  our  own 
part  we  should  not  care  to  accept  all  the 
possible  liabilities  that  might  be  incurred  by 
persons  using  the  name  and  the  machinery  of  a 
company  registered  with  limited  liability  for 
such  a  purpose.  But  without  troubling  to  go 
into  these  somewhat  intricate  side-issues,  it  is 
clearly  both  "just  and  equitable  "  that  a  company 
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carrying  on  business  under  such  circumstances 
should  be  shut  down  ;  and  it  is  satisfactory  to 
observe  that  the  Court  is  no  longer  to  be 
deterred  from  taking  this  eminently  sound  and 
businesslike  view  of  the  matter  on  the  mere 
technicality  that  in  any  event  there  are  not 
likely  to  be  any  assets  available  for  distribution 
among  the  unsecured  creditors,  and  that,  there- 
fore, the  petitioner  can  have  no  substantial 
interest  in  the  matter.  It  is  quite  conceivable 
that  under  certain  circumstances  a  company 
which  did  not  owe  a  single  shilling  to  anyone 
might  be  ordered  to  be  wound  up  by  the  Court  ; 
and  that  being  so,  it  is  clear  that  the  exact 
nature  of  the  interest  of  the  petitioner  ought  in 
all  cases  to  be  regarded  as  determining  the 
whole  matter  either  one  way  or  the  other. 

Closely  following  upon  this  decision  re  Alfred 
Melson  S»  Co.,  Lim,,  came  Mr.  Justice 
Buckley's  order  for  the  compulsory  winding- 
up  oi "Godwin  &  Son,  Lim,,  on  the  8th  inst. 
under  circumstances  entirely  different,  but 
which  yet  seem  to  confirm  the  impression 
derived  from  the  earlier  case  that  the  Courts 
are  more  fully  alive  now  than  they  were  a  few 
years  since  to  the  importance  of  considering  the 
interests  of  unsecured  creditors.  In  Godwin's 
case  the  company  was  already  in  voluntary 
liquidation,  and  a  receiver  and  manager  had 
been  appointed  by  the  Court  in  the  debenture- 
holders'  action  who  had  taken  possession  of 
all  the  available  assets  of  the  company,  and  the 
debenture-holders  had  obtained  judgment. 
Prima  facie  one  would  have  thought  that  this 
was  a  case  when,  if  ever,  it  would  have  been 
held  that  there  was  nothing  to  be  gained  by 
making  a  winding-up  order,  in  that  the  appoint- 
ment of  a  receiver  and  manager  by  the  Court 
was  sufficient  guarantee  that  all  existing  rights 
would  be  properly  protected,  while  the  fact  that 


the  company  was  in  voluntary  liquidation  would 
have  provided  all  the  necessary  facilities  for 
joining  the  company  in  any  act  or  proceedings 
that  might  be  necessary  for  the  recovery  of 
assets,  if  indeed  such  a  course  should  be  found 
necessary.  This  attitude  seemed  to  be  further 
strengthened  by  the  circumstance  that  there 
appeared  to  be  no  likelihood  of  the  assets 
realising  sufficient  to  satisfy  the  debenture- 
holders'  judgment  and  costs.  The  sole  ground 
upon  which,  apparently,  the  petitioners  were 
able  to  rely  was  an  allegation  that  the  issue  of 
debentures  was  in  itself  an  undue  preference  of 
a  particular  creditor,  and  that  the  amount  due 
to  such  creditor  was  in  fact  less  than  the 
amount  for  which  he  had  obtained  judgment, 
but  this  was  held  (and,  as  we  think,  not 
improperly)  to  sufficiently  justify  the  granting 
of  the  ,petition.  Godwin's  case  thus  appears 
to  come  under  the  general  rule  that  where 
there  are  any  circumstances  connected  with  the 
formation  or  management  of  the  company 
calling  for  further  or  independent  inquiry,  the 
Court  will  grant  an  order  for  the  winding-up  of 
that  company  for  the  purpose  of  enabling  such 
an  inquiry  to  be  made.  Such  a  procedure  is, 
of  course,  unexceptionable,  in  that  should  it 
eventually  transpire  that  there  has  been  any 
irregularity  it  is  clearly  only  right  and  proper 
that  it  should  be  set  right.  If,  on  the 
other  hand,  the  investigations  of  the  liquidator 
disclose  no  ground  for  setting  aside  the  deben- 
ture-holders' judgment,  then  clearly  no  rights 
that  ought  to  be  respected  would  have  been 
infringed. 

But  although  it  is  thus  easy  to  justify  and 
explain  the  more  recent  attitude  of  the  Courts 
towards  such  cases,  it  is  interesting  to  observe 
that  the  present  point  of  view  did  not  by  any 
means  always  obtain.  Digpfe<§a"^y<^rtainly  was  a 
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time  when  it  would  have  been  held  that  a 
debenture-holder  having  once  obtained  judg- 
ment, the  liquidator  of  the  company  could 
have  no  better  right  to  appeal  against  that 
judgment  than  the  company  itself  would  have 
had,  and  in  the  present  case,  inasmuch  as  the 
company  appears  to  have  consented  to  judg- 
ment, that  right  would  have  been  nil. 

Both  cases  are  thus  of  considerable  interest 
to  practitioners,  as  showing  that  for  practical 
purposes  the  power  of  changing  the  existing 
law  does  not  by  an  means  solely  rest  with  the 
Legislature,  and  while  all  impartial  business 
men  will  welcome  the  present  change  of 
attitude,  some  will  not  improbably  be  tempted 
to  wonder  why  it  has  been  so  long  delayed. 
There  can  be  no  possible  objection  to  the 
legitimate  rights  of  debenture-holders  being 
duly  protected;  but,  as  an  eminent  lawyer  once 
stated,  all  legal  rights  only  exist  for  the  pur- 
pose of  being  exercised  equitably,  and  it  is 
when  debenture-holders'  rights  are  inequitably 
exercised  that  the  greatest  injustice,  and  there- 
fore the  most  bitter  complaints,  inevitably 
arise. 


Tmeeftls  flotea* 


The  President  of  the  Board  of  Trade 
OttmpMilti.  ^as  recently  asked  in  the  House  of 
Commons  whether,  in  view  of  the  results  in 
connection  with  what  were  known  as  "one-man 
companies,"  he  would  take  into  consideration  the 
advisability  of  introducing  legislation  at  an  early 
date  designed  to  stop  or  mitigate  this  abuse  of 
the  law  relating  to  limited  companies.  In  his 
reply,  Mr.  Lloyd -George  stated  that  he  expected 
shortly  to  receive  the  report  of  the  Committee  which 
was  investigating  the  working  of  the  Companies  Acts, 
and  when  he  received  it  he  would  be  in  a  better  position 
to  answer  the  question. 


j^  ^^  A   Reuter's  telegram  announces  that 

RaUway  Tlckoti  the  Reichstag  has  adopted  the  Bill 
In  0«niiany.  imposing  a  stamp  duty  on  passengers' 
railway  tickets,  with  various  amendments  submitted 
during  the  discussion  of  the  measure.  Tickets  costing 
less  than  60  pfennigs  will  be  duty  free,  while  on  tickets 
costing  upwards  of  60  pfennigs  a  duty  will  be  charged 
ranging  from  5,  10,  and  20  pfennigs  to  2,  4,  and  8  marks 
for  3rd,  2nd,  and  ist  class  respectively.  Each  ticket  will 
bear  a  stamp  showing  the  amount  of  duty  paid.  The 
Chancellor  of  the  Exchequer  on  the  look  out  for  new 
sources  of  revenue  might  bear  this  small  note  in  mind. 


Mr.  E.  Sykes,  of  the  Institute  of 
Bankers,  read  an  interesting  paper 
recently  at  a  meeting  of  the  Institute  of  Secretaries  on 
the  circulation  of  small  notes.  He  advocated  the  well- 
known  suggestion  of  strengthening  the  gold  reserve  of 
this  country  by  the  adoption  of  a  system  oi  £1  notes. 
It  will  be  remembered  that  on  two  occasions  the 
attempt  has  been  made  to  carry  this  project  into  law 
during  the  last  twenty-five  ysars,  but  there  is  a  rooted 
objection  on  the  part  of  the  public,  and  there  are  many 
inherent  difficulties  in  the  scheme  itself  which  render 
its  probable  adoption  most  unlikely. 


The  Bavln^i  Our  readers  will  have  noted  that  the 
Bank  Doflclenoy.  system  of  publishing  a  *  ••'Balance 
Sheet "  has  been  discontinued  by  the  Government,  and 
we  are  rather  sorry  for  this,  for  it  would  have  been 
interesting  to  have  seen  how  the  deficiency  of  some  ten 
millions  with  regard  to  the  funds  of  the  Post  Office  Savings 
Bank  would  have  been  shown.  It  has  been  suggested 
that  a  Sinking  Fund  of  one  millioo  per  annum  would  in 
ten  years  wipe  this  deficiency  out,  and  would  in  time 
perhaps  form  a  Reserve  Fund  for  the  Savings  Bank. 
It  is  also  said  that  if  the  sums  so  set  aside  were  used 
to  purchase  gold  in  the  open  market  it  would  be  putting 
the  savings  banks  of  the  country  beyond  reproach  with 
regard  to  cash  holdings,  and  at  the  same  time  it  would 
be  adding  considerably  to  the  national  gold  reser^'es. 
Secretaries  of  Students'  Societies  in  search  of  a  subject 
for  debate  might  do  worse  than  tackle  this  absorbing 
topic.  We  are  very  much  surprised  that  no  Chartered 
Accountant  has  yet  ventured  to  furnish  an  amateur 
Budget.  We  feel  sure  that  there  must  be  many 
members  of  the  profession  who  could  advance  some 
very  practical  ideas. 
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Kiirep«aii 
BaYln^i  Banki. 


Le  Bulletin  de  Statistiquc  et  de  Legisla- 
tion Comparee  gives  some  very  interest- 
iDg  tables  relating  to  individual  thrift  in  the  twelve 
leading  countries  of  Europe,  as  illustrated  by  the 
reports  of  the  Savings  Banks.  As  reliable  data  of  this 
character  are  not  yet  available  for  recent  years,  the 
compilers  have  not  been  able  to  take  a  later  year  than 
1902.  The  total  deposits  in  the  savings  banks  of 
France,  Great  Britain,  Prussia,  Belgium,  Holland, 
Austria,  Hungary,  Russia,  Denmark,  Norway,  and 
Sweden  amounted  to  31,767  million  francs  at  the  end  of 
1902.  Classed  according  to  depositors  Prussia  heads 
the  list  with  8,409  million  francs,  then  Germany  with 
5*330  miUion,  Austria  with  4,587  million,  and  France 
with  4,444  million  francs.  Classed,  however,  accord- 
ing to  population  Denmark  is  easily  first,  where  the 
average  deposit  per  inhabitant  is  418  francs  18  centimes, 
and  then  Prussia,  Norway,  Austria,  Sweden,  Great 
Britain,  and  France  in  the  order  named.  The  average 
deposit  per  inhabitant  in  France  is  114  francs  17 
centimes.  Since,  however,  all  the  inhabitants  of  a 
country  are  not  savings  bank  depositors,  a  further  set 
of  statistics  is  given,  showing  what  proportion  of  the 
inhabitants  of  each  country  has  resource  to  the 
savings  banks.  Again  Denmark  leads,  for  the  proper' 
tion  of  its  savings  bank  depositors  to  the  rest  of  the 
nation  is  50  per  cent.  Sweden  is  35  per  cent.,  Norway 
32  per  cent.,  France  29  per  cent.,  Prussia  26  per  cent.i 
and  Great  Britain  25  per  cent.  With  regard  to  the 
average  amount  of  deposits  per  depositor  as  distinct 
from  per  inhabitant,  Holland  takes  first  place  with 
1,213  francs.  Then  follows  Austria,  Prussia,  Denmark, 
Norway,  Russia,  Great  Britain,  Sweden,  and  France. 
In  France  the  average  deposit  held  by  each  depositor 
is  393  francs. 


It  is  reported  that  the  Canadian  Rail- 
way Commissioners  have  been  busy 
••0«Btf*i  Hlik.**  amending  the  regulations  respecting 
goods  carried  at  risk  of  consignor.  Some  two  hundred 
odd  articles  which  have  previously  been  carried  at 
owner's  risk  have  been  removed  irom  such  classi- 
fication and  placed  under  **  carrier's  risk."  As  regards 
the  remaining  classes,  goods  may  be  transferred  from 
owner's  risk  to  carrier's  risk  on  payment  of  25  per  cent. 
advanced  rates,  instead  of  50  per  cent,  as  heretofore. 
<*  Owner's  risk  "  must  be  defined  by  each  consignment 
note,  and  where  such  risk  is  operative  it  will  not  excuse 
carelessness  on  the  part  of  a  railway  company  or  its 
employees. 


Bankraptey  Law  '^be  Bankruptcy  Law  Amendment 
AmeBdmeiit.  Committee  desire  to  make  it  publicly 
known  that  they  will  be  glad  to  receive  communica- 
tions from  representative  associations  and  bodies  who 
may  desire  to  give  information  or  evidence  upon  the 
subjects  specified  in  the  order  of  reference  to  the  Com- 
mittee. Communications  should  be  addressed  to  the 
Secretary,  Mr.  Walter  T.  Kaye,  Board  of  Trade 
Offices,  I  Horse  Guards  Avenue,  Whitehall,  S.W.,  from 
whom  copies  of  the  order  of  reference  may  be  obtained. 
A  legal  correspondent  of  The  Financial  Times  takes  the 
opportunity  of  discussing  some  points  in  connection 
with  the  existing  Acts  which  require  amendment.  We 
merely  outline  some  of  the  suggestions  made,  as  most 
of  out  readers  will  doubtless  have  their  own  programme 
of  amendment.: — 

(i)  Assignment  of  book  debts. 

(2)  Preference  without  intent. 

(3)  Protected  transactions  under  Section  49. 

(4)  Exceptions  to  reputed  ownership  rule. 

(5)  Greater  scope  of  administration  orders  under 

County  Court  jurisdiction  to  include  cases 
where  debts  do  not  exceed  ;£'300,  or  in  some 
way  to  drag  in  what  are  now  "  summary " 
estates. 

(6)  Stupid  distinctions  between  special  and  gener»l 

proxies  and  times  for  lodging  same.  Why 
should  proxies  be  required  at  all  ? 

(7)  Appointment  of  special  manager  is  in  discretion 

of  Official  Receiver  only.  Right  of  appeal  to 
the  Court  should  be  permitted. 

(8)  Removal  of   restrictions  as  to  bankruptcy  of 

married  women. 

(9)  Easier  means  of  obtaining  discharge. 

(10)  Scheme  or  composition  binding  if  passed  by 

majority  of  creditors. 

(11)  Trustees  of    voluntary  arrangements  between 

debtors  and  creditors  to  be  brought  under 
official  control. 

(12)  Where    realisation    of   estates   is   protracted, 

creditors  should  be  supplied  with  a  copy  of 
the  half-yearly  Board  of  Trade  account  (pre- 
sumably in  summarised  form). 

The  list  does  not,  of  course,  pretend  to  be  exhaustive, 

but  one  or  two  of  the  points  mentiwied  areworthy  of 
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remembrance.  We  shall  be  glad  to  find  space  in  these 
columns  for  suggestions  on  the  part  of  our  readers  as 
to  amendments  that  may  strike  them  as  being  desirable. 


TlM  Rl^t  to  III  the  course  of  a  long  leading  article 
Wlnd-np.  entitled  "A  Three-Men  Company," 
The  Financial  News  says  that  although  nothing  has 
been  heard  of  the  Departmental  Committee  appointed 
by  the  Board  of  Trade  last  year  to  inquire  what 
amendments  are  necessary  in  the  Companies  Acts, 
"  the  modification  of  the  law  proceeds  gradually  at  the 
"hands  of  the  Chancery  Judges,  who,  curiously 
"  enough,  are  not  represented  on  the  Committee."  We 
rather  fancy  this  is  arrogating  to  the  Chancery  Judges 
a  power  which  they  do  not  possess,  and  of  which  fact 
we  feel  sure  our  contemporary  is  well  aware.  The 
remark  seems  to  be  b^sed  on  the  statement  that  Mr. 
Justice  Buckley  has  demonstrated  that  "there  are 
"  aspects  of  the  law  relating  to  mortgages  much  more 
"urgently  requiring  investigation  than  the  compara- 
"  tively  narrow  question  of  including  *  liens  in  law  * 
"  among  the  charges  that  must  be  registered."  It  is 
bolstered  up  by  the  comment  that  "in  March  last  year 
"  Mr.  Justice  Buckley  set  himself  to  rummage  through 
"  the  precedents  to  see  whether  he  could  find  grounds 
"  for  refusing  to  permit  debenture-holders  to  exercise 
"  their  right  to  a  receivership  .  .  .  when  they 
"  conceived  their  security  to  be*  in  jeopardy.* "  Other 
comments  are :—"  For  many  years  it  had  been  regarded 
"  as  essential  for  a  creditor  asking  a  winding-up  order 
"to  prove  that  there  was  a  presumption  that  he  might 
"  obtain  something  from  the  estate  in  satisfaction  of 
"his  debt."  Mr.  Justice  Buckley  "holds  that  the 
"  matter  is  essentially  one  for  the  exercise  of  judicial 
"  discretion,  and  in  the  case  before  him  this  week  he 
"  found  circumstances  amply  warranting  him  in  order- 
"  ing  the  liquidation  of  a  company  at  the  instance  of 
"  trade  creditors,  though  there  was  little  likelihood  of 
"their  finding  a  surplus  of  assets  in  which  to 
"  participate." 


Mnnlelpmi  Mr-  T.  Eaton  Robinson,  C.A.,  the 
Finanea.  Glasgow  City  Registrar,  has  expressed 
the  view  that,  while  it  is  desirable  that  every  endeavour 
should  be  made  to  discourage  dangerously  extravagant 
capital  expenditure  on  the  part  of  local  authorities,  the 
Public  Departments  began  at  the  wrong  end  when  they 
endeavoured    to    put   obstacles  in  the  way  of  local 


authorities  utilising  their  borrowing  powers  in  the 
simplest  and  cheapest  possible  way.  We  entirely 
agree  that,  if  it  be  conceded  that  certain  moneys  shall 
be  borrowed  for  public  purposes,  it  is  in  the  public 
interest  that  these  moneys  should  be  raised  in  the 
most  inexpensive  manner  possible,  but  we  question 
whether  the  Local  Government  Board  is  in  the  remotest 
degree  responsible  for  the  increasing  difficulty  experi- 
enced by  municipalities  in  raising  further  loaos. 
This  difficulty  is,  it  seems  to  us,  in  part  due  to  the 
dearness  of  money  at  the  present  time  as  compared 
with  (say)  a  dozen  years  ago,  but  chiefly  to  the  fact 
that  the  security  now  offered  is  considerably  less 
attractive  than  was  formerly  the  case,  in  consequence 
of  the  watered  condition  of  the  Capital  Accounts  of  so 
many  of  these  local  authorities  owing  to  the  inadequate 
provision  that  has  been  made  for  depreciation.  THe 
need  for  further  attention  to  this  important  point  is, 
we  gather  from  Mr.  Robinson,  being  duly  appreciated 
by  the  Scottish  Office,  which  now  shows  an  increaaog 
tendency  to  make  the  provisions  for  Sinking  Fund  more 
onerous;  in  fact,  he  tells  us  the  officials  practically 
admit  that  they  wish  the  Sinking  Fund  to  cover 
depreciation  as  well  as  the  repayment  of  debt.  We 
very  much  doubt  whether  the  Department  is  really 
making  any  serious  attempt  to  charge  both  depreciation 
and  the  repayment  of  loans  against  current  revcnoc. 
But  if  it  has  at  length  come  to  a  belated  sense  of  its 
responsibilities,  and  decided  to  issue  no  more  loans 
upon  such  terms  that  the  assets  to  be  acquired  out  of 
the  proceeds  thereof  may  be,  and  frequently  will  be, 
worn  out  and  useless  before  provision  has  been  made 
for  the  repayment  of  the  debt,  then  we  can  only 
congratulate  the  officials  upon  having  at  last  realised 
their  great  responsibility  in  the  matter— for  the 
responsibility  must  of  necessity  really  rest  with  the 
Government  Department.  If  the  Legislature  requires 
the  official  sanction  to  a  loan  as  a  condition  precedent 
to  its  being  raised,  it  is  only  reasonable  that  local 
authorities  should  assume  that  so  long  as  they  comply 
with  the  conditions  laid  down  they  are  doing  all  that  is 
really  needful,  and  indeed  all  that  it  would  be  fair  for 
them  to  do  in  justice  to  the  present  ratepayers. 


Secret 
OommlMioni. 


On  the  gth  inst.  the  House  of  Lords 
unanimously  upheld  the  decision  given 
by  Mr.  Justice  Grantham  on  the  22nd  January  1904  in 
the  case  of  Stewart  and  Others  v.  Foster  {vide  Accountant 
Law    Reports   XXX.f^.j.^^^^^.^  Q^^^g^g^  action 


May  19,  1906. 


THE    ACCOUNTANT 


631 


brought  by  the  plaintiffs  as  trustees  under  the  will  of 
the  late  Mr.  Frederick  Soames  to  recover  from  the 
defendant,  Mr.  Harry  Seymour  Foster,  the  sum  of 
;£'i,5oo  and  interest  which  it  was  alleged  had  been 
received  by  the  defendant  without  their  knowledge  as 
commission  from  the  purchaser  of  certain  estates  in 
Ceylon  while  he  was  acting  as  agent  for  them.  The 
Lord  Chancellor  stated  that  nothing  was  clearer  than 
the  finding  of  the  jury  that  Mr.  Foster  received  a 
commission  from  the  purchaser  while  acting  as  agent 
for  the  vendors,  and  that  being  so,  he  was  bound  to 
account  for  that  commission  to  the  vendors.  Lord 
Robertson  added  that  in  his  opinion  this  was  a  clear 
case  of  an  illegal  secret  commission. 


ThAAcommta  ^  correspondent  forwards  to  us  for 
of  Oo-operatlTo  comment  the  report  and  accounts  of 
BooletiM.  the  Stratford  Co-operative  and  Indus- 
trial  Society,  Lim.,  for  the  quarter  ended  30th  March 
last.  This  document  comprises  no  less  than  ten  demy 
pages,  and  we  have  no  hesitation  in  saying  that  it  is 
far  too  diffuse  to  be  comprehensible  to  one  per  cent  of 
the  members  of  any  co-operative  and  industrial  society ; 
indeed,  we  may  go  further  and  venture  the  statement 
that  no  trained  accountant  would  care  to  express  any 
very  definite  opinion  on  the  position  from  the  informa- 
tion put  forward,  save  that  the  Society  appears  to  be 
managed  at  a  very  satisfactory  profit.  The  accounts, 
as  is  usual  in  such  cases,  are  audited  by  laymen,  and 
while  this  unfortunate  state  of  affairs  is  allowed  by 
Parliament  there  seems  but  httle  hope  that  proper 
attention  will  be  given  to  the  desirability  of  these 
important  societies  submitting  not  merely  correct 
accounts,  but  also  accounts  which  are  really  intelligible 
to  those  for  whom  they  are  primarily  intended. 


Mnnlclpal  Quite  apart  from  the  question  of 
TMdtiitfBMidti.  criticising  published  figures  it  is  of 
interest  to  note  that,  according  to  the  "  Municipal  Year 
Book  for  1905,"  there  were  some  121  municipalities 
undertaking  the  supply  of  electric  light  and  power.  Of 
these,  15  made  some  contribution  to  the  relief  of  rates, 
and  106  no  contribution,  there  being  a  dead  loss  on 
trading  in  44  cases  chargeable  against  the  rates.  Of 
the  48  municipalities  owning  tramways,  13  made  some 
contribution  to  the  rates,  and  35  no  contribution,  while 
in  8  cases  a  loss  on  trading  is  disclosed.  It  will  thus 
be  seen  that,  even  accepting  the  published  figures,  the 


results  of  these  so-called  remunerative  departments  are 
by  no  means  uniformly  encouraging,  and  when  it  is 
added  that  in  the  case  of  76  electric  lighting  under* 
takings  and  17  tramway  undertakings  no  provision  for 
depreciation  was  charged  against  profits,  it  will  be 
seen  that  the  figures  in  the  "  Municipal  Year  Book  "  do 
not  err  upon  the  side  of  caution.  We  have  not  gone 
into  the  subject  of  the  comparative  charges  of  munici> 
palities  and  private  undertakings,  because  we  consider 
that— at  all  events,  until  a  profit  has  been  earned 
available  for  the  relief  of  rates— the  proper  time  cannot 
have  arrived  to  consider  any  reduction  of  the  existing 
scales  of  charges. 


The  JLactloBMn*  The  annual  general  meeting  of  the 
initltuto.  Auctioneers'  Institute  was  held  at  the 
new  headquarters,  31  Russell  Square,  W.C.,  on  the 
loth  inst.,  under  the  presidency  of  Mr.  James  Boyton. 
The  total  membership  was  reported  to  be  1,702,  while 
1 10  candidates  had  presented  themselves  for  examina- 
tion during  the  past  year,  against  68  in  1904.  Reference 
was  made  to  the  liability  incurred  by  an  auctioneer 
who,  acting  under  instructions,  sold  goods  which  were 
subsequently  found  to  be  held  under  hire-purchase 
agreements,  and  it  was  suggested  that  these  agreements, 
even  more  than  ordinary  bills  of  sale,  oaght  to  be 
registered  for  the  protection  of  innocent  parties,  which 
certainly  seems  only  reasonable. 


The  Central       ^*^®  annual    general  meeting  of   the 

imaranoe        Central    Insurance    Company,    Lim., 

Company,  Urn.     ^^g  jj^j^j  ^^  ^^^  ^^^  inst.,  when  the 

directors*  report  and  accounts  for  the  year  ended  the 
31st  December  last  will  be  submitted  for  approval. 
The  gross  premium  income  for  1905  was  ;f342,oo4,  as 
against  ;£'2 11,053  ^^  1904,  against  which  reinsurances 
were  effected  absorbing  ;f  188,259  os*  4<i-  The  published 
accounts  would,  we  think,  be  clearer  if  these  reinsur- 
ances were  shown  as  a  reduction  from  the  gross 
premiums,  thus  enabling  the  net  premium  income  to  be 
observed  at  a  glance.  The  loss  ratio  for  the  past  year 
was  48'9  per  cent.,  against  40*1  per  cent.,  the  average 
experienced  during  the  six  years  of  the  company's 
existence.  It  is  reported  that  the  company's  net  loss 
in  respect  of  the  San  Francisco  calamity  is  not 
expected  to  exceed  ;f  10,000,  against  which  there  is  a 
general  Reserve  Fund  of  ;f  35»ooo,  irrespective  of  the 
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jf*!  7,335  to  be  carried  forward  after  paying  a  dividend 
of  2}  per  cent,  free  of  income-tax.  The  report  of  the 
auditors,  Messrs.  C.  F.  Kemp,  Sons  &  Co.,  states  that 
the  investments  in  the  Balance  Sheet  are  taken  at  cost 
price,  and  that  their  market  value  on  the  31st 
December  last  had  ''  somewhat  depreciated,"  against 
which  there  is  a  special  reserve  of  one  thousand 
pounds  shown  in  the  accounts ;  but  the  report  does  not 
state  whether  or  not  this  sum  of  one  thousand  pounds 
is  sufficient  to  cover  the  depreciation  referred  to. 
From  the  directors'  report  we  gather  that  that  com- 
pany has  Accident  and  Burglary  departments,  in 
addition  to  transacting  a  Fire  business.  We  would 
suggest  that  there  should  be  separate  Revenue 
Accounts  shown  in  respect  of  each  of  these 
departments. 


ThoOatodonlan  '^^®  '^^^^  ordinary  annual  meeting 
inranuice  of  the  shareholders  of  the  Caledonian 
OompMiy.  Insurance  Company  was  held  at 
Edinburgh  on  the  3rd  inst.,  when  the  directors*  report 
and  accounts  for  the  year  ended  the  31st  December 
last  were  submitted  and  approved.  The  Life  depart- 
ment showed  new  business  done  to  the  extent  of 
^'688,417,  representing  a  premium  income  of  ;£'27,828, 
including  ;f4,3ii  by  single  payments.  The  net 
premium  income  was  ;f  234,900,  and  claims  (including 
bonuses  and  endowment  assurances  matured)  absorbed 
;fi24,564.  In  the  Fire  department  the  net  premium 
income  was  ;C434,86o,  against  claims  (after  deducting 
sums  re-assured)  of  ;£'2o6,875,  representing  a  loss  ratio 
of  4775  per  cent.  On  the  subject  of  the  San  Francisco 
disaster  the  chairman  pointed  out  that  under  its 
policies  the  Caledonian  Office  was  not  liable  for  damage 
caused  by  fire  to  a  building  or  contents  should  such 
building  or  contents,  or  any  part  thereof,  have  fallen 
previously  firom  any  cause  except  fire.  The  company's 
net  risks  in  the  whole  of  the  city  of  San  Francisco 
amounted  to  ;f902,ooo,  of  which,  however,  only 
;£'490,ooo  were  within  the  area  involved  in  the  recent 
earthquake.  The  estimate  of  claims  was  put  at 
;£'250,ooo,  whereas  the  Fire  Funds,  exclusive  of  Reserve 
Fund  for  unexpired  risks,  were  ;f27o,ooo,  but,  of 
course,  these  published  reserves  do  not  by  any  means 
exhaust  the  reserves  of  the  company,  quite  apart  from 
its  paid-up  capital  of  ;f  107,500,  and  its  uncalled  capital 
of  four  times  that  sum.  That  the  company  feels  fully 
competent  to  deal  with  any  loss  that  is  likely  to  be 
eventually  experienced  is  sufficiently  shown  by  the  fact 


that  the  customary  dividend  of  £1  per  share  and  boons 
of  4s.  per  share,  free  of  income-tax,  were  voted,  leav- 
ing  ;f7i,839  to  be  carried  forward  on  Profit  and  Loss 
Account. 


(rorre^pon^ence  an^  £nqutrte9. 


All  communications  to  the  Editor  should  be 
by  letter  only. 


[We  are  at  all  times  ready  to  insert  correspondence  on 
matters  of  interest  to  the  Profession,  but  we  do  not  of  course 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  IcUest  by  Wednesday 
afternoon;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents,  not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faithJ] 


Licensing:  Act,  1904. 

[Answer  to  D.  Owen. — The  Act,  having  provided 
that  the  landlord  is  only  to  contribute  to  the  com. 
pensation  fund  by  way  of  "  deduction  from  rent,"  if 
there  is  practically  no  rent  there  can  be  no  contribution 
by  the  landlord.  It  is  also  to  be  borne  in  mind  that 
under  Schedule  II.  **  the  amount  deducted  shall  in  no 
case  exceed  half  the  rent." — Our  Legal  Contributor.] 


Scottish  C.A.'5  PractUlns:  In  England. 

(To  the  Editor  of  The  Accountant.) 
Sir, — In  your  recent  strictures  upon  Scottish 
Chartered  Accountants  practising  in  England  you  do 
not  seem  to  have  suggested  any  remedy  for  a  state  of 
affairs  which  you  deplore.  Your  principal  objections 
are:  (i)  That  for  a  Scottish  C.A.  to  call  himself 
"  Chartered  "  in  England  is  misleading,  as  the  Scottish 
examinations  are,  on  the  legal  side,  no  test  of  fitness  for 
English  practice ;  and  (2)  that  Scottish  C.A.'s  are  not 
under  the  discipline  of  the  Institute. 

As  regards  the  first  objection  there  is,  at  present,  no 
way  in  which  the  C.A.  can  justify  his  existence  in 
England,  except  by  serving  another  five  years  under 
articles  and  becoming  an  A.C.A.  Unless  he  does  this 
you  seem  to  expect  him  to  rank  himself  as  an 
unattached  accountant.  As  for  the  second  objection, 
you  can  hardly  expect  anyone  to  submit  to  the  authority 
of  the  Institute  without  obtaining  the  advantages  of 
membership. 
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What  I  would  suggest  is  that  you,  folio wiog  the 
example  of  the  Institute  of  Actuaries,  admit  the  value 
of  the  Scottish  diploma  up  to  a  certain  point,  and  allow 
the  Scotsman  to  qualify  for  admission  to  the  Institute 
by  passing  the  Final  Examination  only. 

I  would  ask  you  to  kindly  consider  this  proposal,  and 
to  make  any  remarks  on  it  that  you  think  fit  in  your 
paper,  so  that  I  may  have  an  opportunity  of  replying 
to  same. 

Yours  faithfully, 

May  gth  1906.  UNSPEAKABLE. 


Qas  Companies  and  Depreciation. 

fTo  the  Editor  of  The  Accountant.) 

Sir, — I  am  glad  to  see  "Spectator's"  letter  in  your 
issue  of  the  5th  inst.,  and  hope  that  some  practitioner 
experienced  in  the  audit  of  Gas  Accounts  will  give  your 
readers  the  benefit  of  his  views. 

I  am  inclined  to  think  that  "  Spectator  *'  is  right 
when  he  says  that  the  practice  of  providing  for  the 
depreciation  of  assets  by  direct  charges  to  Revenue 
Account,  instead  of  through  the  statutory  Reserve 
Fund,  is  almost  universal. 

How  could  a  privately-owned  gas  undertaking 
possibly  compete  successfully  with  rate-aided  electrical 
undertakings  if  the  directors  were  to  give  their  com- 
petitors every  little  detail  of  the  working  of  their  busi- 
ness ?  For  this  reason,  if  for  no  other,  I  think  that 
Gas  Accounts  will  rarely  be  prepared  on  the  purely 
theoretical  lines  indicated  in  your  leading  article  of  the 
loth  February. 

Again,  would  not  the  Surveyor  of  Taxes  want  his 
5  per  cent,  on  all  sums  credited  to  "  Reserve  Fund  "  ? 


Yours  faithfully, 


%th  May  1906, 


X.  Y.  Z. 


Forfeited  Siiares. 


To  the  Editor  of  The  Accountant, 

Sir, — The  article  referred  to  by  me  in  my  letter  of 
the  7th  inst.  reads  "  if  any  person  fails  to  pay  any  call 
"  on  the  balance  of  his  share  money,  or  to  become  a 
"  member  of  the  club,  or  having  become  a  member 
*' fails  to  pay  any  subscription  due  from  him  as  a 
"  member  within  fourteen  days  from  notice  being  posted 
"  to  him,  the  shares  allotted  to  him  may  be  forfeited, 
"^  and  such  person  shall  cease  to  be  a  member  by  a 


"  resolution  of  the  directors  to  that  efifect."  The  com- 
pany concerned  is  a  licensed  club.  By  the  above 
article  it  will  be  seen  that  failure  to  pay  aA  outstanding 
club  subscription  will  render  the  shares  liable  to 
forfeiture.  In  my  letter  of  the  7th  I  stated  the  effect  of 
the  article  in  rather  wider  terms,  as  I  was  quoting  from 
a  note. 

Mr.  F.  B.  Palmer  states  in  his  work  on  "  Company 
Law,"  p.  136,  5th  Edition,  "  sometimes  it  is  thought 
"  better  to  avoid  any  question  as  to  the  operation  of 
"the  lien  clause  by  striking  it  out  altogether  and 
"  adopting  in  lieu  thereof  a  forfeiture  clause  for  non- 
"  payment  of  any  debt ;  such  a  clause  is  sometimes  used 
"  and  is  effective  "  (Dunlop  v.  Dunlop,  21  Ch.D.  583). 

Yours  faithfully, 

Gravesmd,  11th  May  1906.  A.  WARR  KING. 


<<Not  Nes:otiable." 

fTo  the  Editor  of  The  Accountant,) 

Sir, — I  notice  in  the  issue  of  the  5th  inst.  an  inquiry 
as  to  the  significance  of  the  words  "  not  negotiable,"  as  « 
printed  on  postal  orders,  and  I  note  your  reply  that  the 
intention  is  undoubtedly  to  prevent  postal  orders  being 
passed  from  hand  to  hand. 

I  had  understood  that  the  words  "  not  negotiable  " 
did  not,  even  though  the  postal  order  (or  cheque)  were 
properly  crossed,  prevent  the  document  being  passed 
from  hand  to  hand,  but  that  the  whole  significance  of 
the  words  lay  in  the  fact  that  a  transferee  could  not 
have  a  better  title  to  the  document  than  the  transferor. 
Subject  to  this  disability  I  had  understood  that  the 
document  could  pass  from  hand  to  hand  just  as  freely 
with  the  words  "  not  negotiable  "  upon  it  as  without. 

Perhaps  your  legal  contributor  will  kindly  make  this 
point  clear. 

Yours  faithfully, 

11th  May  1906.  F.C.A. 


Income  Tax.— Married  Women. 

(To  the  Editor  of  The  Accountant,) 

Sir, — A  husband  and  wife  are  both  employed  by  the 
same  limited  company,  the  former  as  director  and 
secretary,  and  the  latter  as  bookkeeper.  The  Surveyor 
contends  that  they  should  pay  tax  on  their  joint  income 
(which  does  not  exceed  £^oc^  as  the  business  of  the 
wife  is  not  unconnected  with. that  o^ftfio^ husband.  The 
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husband  conteDds  that  they  should  be  assessed 
separately,  as  the  business  of  bookkeeper  is  not  con- 
nected with  that  of  director  and  secretary,  and  it  is  a 
mere  accident  that  they  happen  to  be  employed  by  the 
same  company.  I  shall  be  glad  if  you  or  any  of  your 
readers  have  heard  of  a  similar  case,  or  can  give  me 
any  information  on  the  point. 

Yours  faithfully, 

12th  May  igo6.  TAX. 


Depreciation  of  Printing  Machinery. 

(To  the  Editor  of  The  Accountant.) 

Sir, — If  **  One  Interested  "  will  refer  to  the  appendix 
to  the  Report  of  the  Departmental  Committee  on 
Income  Tax,  p.  14,  Appendix  No.  4,  he  will  find  the 
rates  of  allowance  for  wear  and  tear  of  newspaper  and 
printing  machinery,  which  are  given  in  different  dis- 
tricts, as  follows : — 

Dundee :  10  per  cent,  on  printing  machinery  running 
double  shifts. 

Glasgow :  6  per  cent,  on  ruling  and  bookbinding 
machines ;  6  per  cent,  on  type,  linotype  machines,  &c. ; 
7i  per  cent,  to  include  renewal  of  type  not  charged  to 
revenue. 

Nottingham  :  8J  per  cent,  on  written  down  value. 

Cardiff:  5  per  cent,  on  written  down  value ;  7J  per 
cent,  on  written  down  value  for  newspaper  printing 
machines ;  15  per  cent,  on  type. 

Yours  faithfully, 
London  12th  May  1906.  J.  J.  MACGREGOR. 


CTo  the  Editor  of  The  Accountant  J 
Sir,— Replying  to  "  One  Interested,"  whose  letter 
appeared  in  your  issue  of  last  week,  I  beg  to  instance 
that  the  company  of  which  I  am  Secretary,  and  which 
in  the  printing  world  holds  a  position  second  to  none, 
affords  an  example  where  a  higher  rate  than  5  per  cent, 
is  allowed  for  wear  and  tear  of  plant  and  machinery,  as 
for  more  than  twenty  years  a  rate  of  10  per  cent,  has 
been  in  vogue. 

In  November  1892  the  local  Surveyor  of  Taxes  con- 
tended that  10  per  cent,  was  excessive,  and  that  5  per 
cent,  would  be  a  reasonable  deduction.  An  appeal 
against  this  dictum  was  made,  with  the  result  that  the 
higher  rate  was  conceded  by  the  District  Commissioners, 
and  until  the  end  of  1905— that  is,  for  thirteen  years— a 
succession  of  Surveyors  have  not  queried  the  justice  of 
this  decision. 


In  November  last,  however,  one  of  H.M.  Inspectors 
of  Inland  Revenue  reopened  the  question.  The  rate 
of  depreciation  was  investigated  de  novo,  and  an  appeal 
again  made  to  the  Commissioners,  H.M.  Inspector 
pleading  that  as  5  per  cent,  was  the  usual  rate  allowed 
in  London  it  should  not  be  a  higher  one  in  the 
provinces.  A  strong  case  was  made  out  by  my  company 
proving  conclusively  that  a  depreciation  of  10  per  cent, 
on  diminishing  value  was  not  only  not  excessive  but 
even  insufficient  for  the  wear  and  tear  of  the  particular 
plant  and  machinery  under  discussion.  The  Com- 
missioners (only  one  of  whom  was  present  at  the 
previous  appeal)  without  considering  the  precedent  of 
the  former  ruling,  but  guided  by  the  records  of  the 
life  history  of  the  company's  machines,  and  unable  to 
refute  the  evidence,  admitted  the  justice  of  the  claim, 
and  the  10  per  cent,  rate  remains  as  before. 


May  i^th  1906. 


Yours  faithfully, 

R.  L.  B. 


Advertising:. 

fTo  the  Editor  of  The  Accountant.) 

Sir, — After  reading  your  last  week's  leading  article, 
curiosity  tempted  nie  to  look  into  a  directory  a  day  or 
two  ago,  and  to  my  surprise  I  saw  my  name  printed 
therein  in  large  letters  under  the  heading  "  Chartered 
Accountants."  As  I  have  never  paid  one  halfpenny 
for  even  the  insertion  of  my  name  in  a  directory,  I  can 
only  imagine  that  some  names  are  inserted  in  capital 
letters  as  "  decoy  ducks,"  with  a  view  to  appealing  to 
the  vanity  of  others,  and  the  collection  of  a  smaU  fee, 
if  possible.  In  my  case  I  cannot  attribute  it  to  natural 
selection. 

Yours  truly, 

ANTI-DARWIN. 


Registration  for  tiie  Profession. 

(To  the  Editor  of  The  Accountant.^ 
Sir, — I  know  your  space  is  valuable,  but  I  trust  you 
will  spare  enough  of  it  for  this  letter,  which  I  pen  in 
the   interests    of    the    whole    of    the    accountancy 
profession. 

Every  now  and  again  we  read  of  suggestions  being 
made,  or  resolutions  proposed  to  be  submitted  to  meet- 
ings, having  for  their  object  the  amalgamation  of  the 
two  principal  accountants  societies  or  some  movement 
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with  a  like  result,  but  nothing  further  is  done.  The 
subject  is  postponed  because  '*  notice  was  not  given  " 
or  for  tactical  reasons,  or  somehow  shelved,  and  the 
present  unsatisfactory  state  of  things  goes  from  bad  to 
worse.  The  older  members  agree  in  desiring  amalga- 
mation or  registration,  but,  I  understand,  are  outvoted 
again  and  again  by  the  juniors  who  have  lately  joined, 
and  are  doubtless  consumed  with  a  mistaken  view  of 
their  importance.  While  this  policy  is  causing  a 
standstill  with  the  two  recognised  Societies,  whose 
examinations  are  practically  synonymous  (I  read  with  a 
barrister  for  my  Final,  who  was  preparing  another  man 
for  the  other  Society,  and  we  always  had  the  same 
papers  and  the  same  lessons),  there  are  arising  around 
us  numerous  other  Societies  who  admit  men  without 
any  examination  whatever.  As  is  shown  by  recent 
cases,  it  is  doubtful  whether  these  irregular  Societies 
can  be  prevented  from  using  designations  which  con- 
found with  the  recognised  Societies,  and  thus  the 
position  becomes  more  grave  every  day.  Less  than  a 
month  ago  a  man  called  at  my  office  and  sent  in  his 
card  with  "C.A."  foUowing  his  name.  I  afterwards 
discovered  that  this  stood  not  for  **  Chartered  Accoun- 
tant "  but  for  "  Corporate  Accountant." 

Until  the  minor  differences,  which  are  surely 
capable  of  easy  adjustment,  are  settled  within  the  ranks 
of  accountants  themselves,  it  will  be  useless  to  approach 
any  Government  with  a  view  to  registration.  But  so 
soon  as  this  desirable  end  can  be  accomplished,  so 
soon  will  the  profession  take  its  proper  place  and 
receive  proper  recognition ;  and  the  longer  it  is  delayed 
the  more  difficult  will  it  become,  and  the  more 
numerous  will  be  the  crop  of  irregular  practitioners 
who  bring  discredit  not  only  upon  themselves,  but 
unfortunately  also  on  the  whole  accountancy 
profession. 

Yours  faithfully, 

PRO  BONO  PUBLICO. 


Ubc  }n0tttute  of  (Ibattete&  accountants 
in  Bndlan&  anb  Males* 


The  following  is  a  list  of  applicants  admitted  at  the 
Council  meeting  held  on  the  2nd  May  1906,  who  completed 
their  membership  before  the  17th  inst. : — 


Former  Members  Re-admitted  to  Membership  as  Associates  not 
in  Practice. 

Heale,  Alfred  Chasty,  38  Savile  Row,  W. 

Smith,  Charles  Edward,  8  The  Cedars,  Priory  Road,  Hall 

Green,  Birmingham. 
Trow,  Walter  Frank,  Athenaeum  Chambers,  Temple  Row, 

Birmingham. 

Associates  Elected  Fellows, 
Boothroyd,  Frederick  William,  6*7  Corridor  Chambers, 

Market  Place,  Leicester. 
Brooks,    William    Charles    (Brooks,    Williams    &    Co.)i 

II  &  12  Clement's  Lane,  Lombard  Street,  E.C. 
Carrington,    Evan   Murray,    18   &    19   Ironmongeir   Lane, 

Cheapside,  E.C. 
Greening,  George  Shuttleworth  {George  Franklin  &  Co.), 

Imperial  Chambers,  Norfolk  Row,  Sheffield. 
Ledsam,   Henry   Thomas   Clutton   Salt.   B.A.    (Harrison, 

Weat,  I^sam  &  Co.),  16  Waterloo  Street,  Birmingham ; 

and  at  London. 
Mounsey,  Charles  Harrison  (Lewis  &  Mounsey),  6  Old 

Jewry,  E.C. ;  and  at  Liverpool  and  St.  Helena. 
Nye,  Ralph  (Maurioe  Jenks,  Nye  &  Co.),  6  Old  Jewry. 

E.C. ;  and  at  Johanneshurg. 
Riddell,  Charles  Edward  (Hadfield  &  Riddell),  i  George 

Street,  Sheffield. 
Rooke,  Charles  William  (Chas.  W.  Rooke  &  Co.),  46  Queen 

Victoria  Street,  E.C. 
Williams,   Owen  Wyatt,  B.A.   (Wyatt  Williams  &  Co.), 

14  Ironmonger  Lane,  E.C. 

Admitted  as  Associates  not  in  Practice, 
Alderson,  James  Thomas,  clerk  to  W.  H.  Davy,  28  Bedford 

Street,  North  Shields. 
Bayley,   Arthur   Bell,   Milton   Chambers,   Milton   Street, 

Nottingham. 
Beswick,  John  Eraser,  15  Victoria  Buildings,  Manchester. 
Blease,     Harvey,    clerk    to    Blea^e    &    Sons,    Fenwick 

Chambers,  Fenwick  Street,  Liverpool. 
Burford,  Sidney  Joseph,  clerk  to  James  &  Henry  Grace, 

24  Qare  Street,  Bristol. 
Cash,  John  Percy,  clerk  to  Butterfield  ft^Hartman,  City 

Chambers,  2  Parley  Street.  Bradford^jOOQlC 
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Cobb,  Ernest,  clerk  to  Welch  &  Parkinson,   Commerce 
^ourt,  II  Lord  Street,  Liverpool. 
Cossart,    Bertram,    clerk    to    W.    Charlesworth    &    Co., 

4  Bridge  Street,  Stockport. 
Davis,   Harold   McFarland,   clerk   to   Payne  Brothers   & 

Rowe,  70  Finsbury  Pavement,  E.C. 
de  Zouche,  Richard  Caton,  clerk  to  Jyewis  &  Mounjey, 

3  Ix>rd  Street,  Liverpool. 
Harrison,   Augustus    Taylor,    clerk    to    Harrison,   West, 

Ledsam  &  Co.,  16  Waterloo  Street,  Birmingham. 
Hart,  Sydney  Walter,  clerk  to  Thaddeus  Ryder  &  Co., 

Newton  Chambers,  Cannon  Street,  Birmingham. 
Hickllng,   Frank  Goodliffe,   clerk  to  Trenow  &  Heisch, 

18  St.  Helen's  Place,  E.C. 
Milligan,    James    Stuart,    clerk    to    Gibson    &    Ashford, 

39  Waterloo  Street,  Birmingham. 
Moss,    Arthur    Herbert,    clerk    to    Hart,    Moss    &    Co., 

22  Moorgate  Street,  Rotherham. 
Murgatroyd,  George  Barnard,  clerk  to  Murgatroyd,  Shuttle- 
worth  ft  Haworth,  Duchy  Chambers,  Clarence  Street, 

Manchester. 

Nicholson,  Alfred  Edward,  clerk  to  Lloyd  &  Walker, 
British  and  Foreign  Chambers,  5  Castle  Street, 
Liverpool. 

Robinson,  John  William,  Heaton  Mount,  Heaton,  Bolton. 

Senior,  Edgar,  clerk  to  A.  E.  Percy,  2  Priory  Street, 
Dudley. 

Smalley,  George  Arnold,  clerk  to  D.  S.  Derry,  22  Great 
Winchester  Street,  E.C. 

Smyrke,  Wyat,  clerk  to  C.  O.  Nicholson,  County 
Chambers,  66  John  Street,  Sunderland. 

Webb,  George  Richards,  clerk  to  B.  Jackson  &  Co., 
38  Lime  Street,  E.C. 

White,  John,  clerk  to  Gundry,  Straus  &  Soper,  7  Great 
Winchester  Street,  E.C. 

Wilson,  William,  clerk  to  Geo.  F.  Clarke  &  Co.,  Invest- 
ment Buildings,  67  Lord  Street,  Liverpool. 


asccttngs  tot  tbe  ensuing  Meeft. 


mnion  of  Cbatteted  Hccountant  Student 
Societies* 


Prize  Essay  Competition. 


The  result  of  the  President  of  the  Institute's  (Mr.  John 
Gane,  F.C.A.)  arbitration  in  the  Prize  Essay  Competition 
on  •*  The  difference  in  Constitution  and  relative  Advantages 
*'  of  Private  Firms  and  Limited  Companies,  and  the  matters 
•'  of  Account  involved  by  a  Conversion,'*  is  as  follows : — 

ist  Prize  {£5  5s.)— Mr.  Stewart  Green  (Sheffield  Students' 
Society). 

2nd    „     {£2  2s.)— Mr.  E.  T.  Scholey  Pepper  (Sheffield 
Students*  Society). 

3rd     ,,     {£1  IS.)— Mr.    Cyril    Bird    (London    Students' 
Society). 

The  number  of  competitors  was  nine. 


Sbettiel5  Society  ot  Cbattere& 
Hccountants* 


Annual  Dinner. 


Tuesday  and  Wednesday — Institute  of  Chartbrbd  Accoun- 
tants.— Intermediate  Examination,  commencing  each 
day  at  10.30. 


The  Sheffield  Society  of  Chartered  Accountants  held 
their  annual  dinner  at  the  Royal  Victoria  Hotel,  Sheffield, 
on  the  nth  inst.  Mr.  S.  Taylor  Gill  (President)  was  in  the 
chair,  and  supporting  him  were  the  Lord  Mayor  (Colonel 
Hughes),  Mr.  H.  W.  Wilshere  (President  Leicester 
Society  of  Chartered  Accountants),  Mr.  Howard  Heaton 
(President  Birmingham  Society  of  Chartered  Account- 
ants), Mr.  Registrar  Binney,  Mr.  J.  C.  Clegg  (Official 
Receiver),  Mr.  Horace  Wilson,  Mr.  T.  Walter  Hall, 
Mr.  F.  H.  Metcalfe  (Vice-President),  Mr.  J.  H. 
Moulson  (Hon.  Treasurer),  and  Messrs.  Jarvis  W.  Barber, 
N.  W.  Burbidge,  A.  D.  Barber,  E.  Bennett,  J.  T. 
Barr,  C.  J.  Collier,  N.  H.  Deakin,  H.  S.  Gardner, 
Wm.  Holmes,  M.  Webster  Jenkinson,  C.  H,  Moss, 
A.  W.  Macredie,  T.  C.  Parkin,  W.  A.  Richards, 
T.  G.  Shuttleworth.  John  Wortley,  Hy.  WeUs-Smith, 
H.  E.  Percy  Beard  (Hon.  Secretary),  F.  H.  Smith,  H.  M. 
Elliott,  W.  J.  Furnival,  H.  Toothill,  C.  F.  WAe.  Hy. 
Deane,  S.  Levick,  A.  Davidson,  J.  H.  Davidson,  H.  Atkins, 
W.  M.  Camm,  A.  S.  Fawcctt,  W.  M.  Eadon. 

After  the  loyal  toasts  had  been  honoured,  Mr.  N.  W. 
Burbidge   toasted    "The    President,"    in    complimentary 

Mr.  S.  Taylor  Gill,  in  '^ep^y,  e^cpreesed  pl&ore  at  the 
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fact  that  year  after  year  the  Sheffield  Society  had  added  to 
its  members,  and  that  there  were  very  few  Chartered 
Accountants  in  the  city  who  were  not  included  in  it.  They 
were  glad  to  reoeive  the  younger  men  into  the  Society  as 
they  passed  into  the  profession,  because  it  was  of  some 
benefit  to  all  of  them  that  they  had  an  organisation  which 
could  consider  local  needs,  and,  if  occasion  arose,  speak 
authoritatively  upon  the  requirements  of  Sheffield  account- 
ants to  the  Council  of  the  Institute.     (Applause.) 

The  T^ord  Mayor,  responding  to  the  toast  of  "The  Lord 
''Mayor  and  Corporation  and  the  city  and  trade  of 
**  Sheffield,"  proffered  by  Mr.  F.  H.  Metcalfe,  said  he 
thought  the  Corporation  had  been  behaving  lately  in  a 
manner  which  must  be  exceedingly  acceptable  to  account- 
ants. They  were  seriously  proposing  to  have  an  effective 
control  over  expenditure.  (Hear,  hear.)  Tt  was  an  honest 
endeavour  to  control  expenditure  before  the  money  was  dis- 
bursed in  order  to  see  that  it  was  properly  expended,  and 
not,  as  had  frequently  happened  in  the  past,  spent  for 
utterly  different  purposes  from  that  for  which  the  autho- 
risation was  obtained.  lie  did  not  want  to  raise  any  false 
hopes  in  the  breast  of  any  ambitious  member  of  the 
Society,  but  he  had  heard  in  the  deliberations  of  the  com- 
mittee dealing  with  this  matter  a  suggestion  of  an  inde- 
pendent outside  audit.  (Hear,  hear.)  He  was,  however, 
almost  afraid  that  was  a  feat  of  virtue  the  Corporation 
would  take  a  long  while  in  achieving. 

Mr.  J.  W.  Barber  submitted  "The  Sheffield  District 
Incorporated  Law  Society  "  in  humorous  terms. 

Mr.  Joseph  Binney,  replying,  spoke  of  the  cordial 
relations  which  existed  between  solicitors  and  accountants 
in  Sheffield.  He  thought  it  would  be  of  assistance  to  the 
Courts  of  Justice  if  reference  to  Chartered  Accountants  of 
complicated  matters  of  account  now  dealt  with  by  the  chief 
clerks  of  the  Court  were  officially  recognised. 

Mr.  H.  Deane,  Registrar  of  Leicester  County  Court, 
gave  "The  Institute  of  Chartered  Accountants  in  England 
and  Wales."  With  an  income  of  nearly  ;£'i3,ooo,  it 
bad  an  accumulated  fund  of  ;f 63,601,  and  a  membership 
^^  3>399*  '^^  "^^^^  h^  arrived  when  accountants 
should  be  placed  on  a  level  with  solicitors,  and  given  a 
statutory  authority  under  which  no  person  should  be 
allowed  to  practise  as  a  public  accountant  unless  he  had 
qualified  in  a  way  that  would  satisfy  the  Chartered 
Accountants*  Institute.  (Hear,  hear.)  All  admissions  to 
their  profession  should  be  through  their  Society. 
(Applause.) 

Mr.  T.  G.  Shuttleworth  made  response,  discussing  the 
work  of  the  Institute,  and  applauding  the  work  of  the 
Benevolent  Association. 


For  "Kindred  Societies."  toasted  by  Mr.  W.  Holmes, 
Messrs.  Howard  Heaton  and  H.  W.  Wilshere  responded. 

Mr.  A.  W.  Macredie  gave  "The  Visitors,"  and  Mr.  J,  H. 
Davidson  made  acknowledgment. 

An  enjoyable  programme  of  glees  and  songs  was  given 
by  the  iEolian  Glee  Singers,  Messrs.  George  Lyon  (alto), 
J.  A.  Marsden  (tenor),  F.  Merriman  (tenor),  and  J.  H. 
Biggin  (bass),  the  accompanist  being  Mr.  Percy  Pickard. 


Tlotes  on  tbe  Bccounts  of  XuilMng  Xand 
Development  Companies* 


By  Mr.  Percy  Garratt,  A.S.A.A. 


A  PAPKR  read  to  the  members  of  the  South  Wales  and 
Monmouthshire  Society  of  Accountants  and  Auditors  at 
Cardiff  on  5th  February  1906. 


Introduction, 

The  subject — viz.,  "The  Accounts  of  Building  Land 
Development  Companies  " — to  those  of  you  who  audit 
this  variety  of  company  will,  I  am  sure,  present 
no  difficulty,  but  those  auditors  whose  professional 
duties  have  not  brought  them  in  direct  contact  with 
this  form  of  company  and  its  accounts  will,  I  hope,  be 
able  to  glean  some  details  as  to  the  unfamiliar  items  and 
difficulties  to  be  met  with. 

As  you  are  well  aware,  each  branch  of  trade  or  business 
presents  some  individual  feature  of  its  own,  in  some 
instances  necessitating  special  experience  and  skill. 

Special  Features. 
The  distinguishing  features  of  this  class  of  company's 
accounts  interesting  to  auditors  are  as  follow:  — 

(i)  The  fact  that  a  development  company,  although 
trading  in  its  fixed  assets  and  not  its  floating  assets 
as  an  ordinary  trading 'concern,  declares  its  divi- 
dends in  the  same  manner  as  a  trading  company 
and  not  as  a  mining  or  other  company  of  a  similar 
nature,  where  the  dividend  declared  includes  a 
partial  return  of  capital  invested  in  the  asset. 

(2)  Outstanding  liabilities  accruing  over  a  considerable 

number  of  years,  of  which  no  primd  facie  disclosure 
is  made  by  the  company's  accounts. 

(3)  The  methods  and  difficulty  of  computing  profits  when 

only  a  portion  of  the  estate  has  been  realised,  and 
the  consequent  valuation  of  the  residue  of  the  com- 
pany's estate  and  development  expenditure  upon  it. 


(4)  The  treatment  of  non-r^lisable  ^MjEp)^  the  com- 
pany's   accounts,    and    &e    vatuation    of    ahAiv 
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interests    where    no    precise    data    of    value    is 
indicated. 

To  explain  to  you  how  these  features  arise,  and  subse- 
quently the  methods  employed  in  dealing  with  them,  I  will 
give  you  a  short  epitome  of  the  usual  transactions. 

Description  and  Special  Features  afecting  Auditors, 

Building  land  development  companies  may  be  sub- 
divided into  two  sections — 

(i)  Companies  developing  suburbs  and  outlying  districts 
adjoining  large  centres. 

(2)  Companies  engaged  in  the  promotion  of  seaside  and 
inland  health  resorts. 

In  the  instance  of  suburban  estates  being  developed  by 
one  of  these  companies  it  ensures  that  the  scheme  embraces 
usually  the  entire  area  available,  and  secures  to  the 
purchaser  minimum  building  values  with  regard  to  adjoin- 
ing plots.  The  company  in  this  manner  becomes  respon- 
sible to  the  purchaser  until  its  powers  and  liabilities  are 
conveyed  to  the  local  authorities,  which  occurs  when  the 
roads  are  publicly  taken  over  by  them. 

The  special  features  identified  with  this  class  are  Ground 
Rent  Values  and  the  finance  of  builders. 

The  second  class  commences  its  op>erations  from  a  much 
earlier  stage,  and  is  concerned  in  the  purchase  of  estates 
often  comprising  solely  agricultural  land,  where  favourable 
circumstances  appear  to  exist  for  the  establishment  of  a 
health  resort. 

The  distinguishing  feature  of  this  class  to  the  auditor 
is  the  number  of  subsidiary  companies  formed  by  the 
parent  development  company  in  furtherance  of  its 
undertaking. 

In  one  example  a  company  of  this  description  was  called 
upon  to  build  a  light  railway,  waterworks,  gasworks,  and 
a  pier,  all  worked  by  subsidiary  companies. 

In  another  instance  a  development  company  in 
developing  its  estate  formed  subsidiary  companies  as 
follows :  — Building  finance  company,  waterworks  and 
electric  supply  companies  (with  Parliamentary  and  Board 
of  Trade  powers  respectively),  a  hydro  and  hotel,  golf  club, 
and  a  mineral  water  company.  These  companies  were  in 
addition  to  working  a  brickfield  and  letting  shooting,  fish- 
ing, and  other  sporting  rights  by  the  development 
company  itself. 

From  this  it  will  be  seen  that  an  auditor  will  be  brought 
into  contact  with  a  variety  of  undertakings  necessary  to  the 
pursuance  of  the  company's  scheme  of  development,  in 
which  the  parent  company  will  usually  retain  share  or 
other  interests. 

As  by  far  the  majority  of  these  subsidiary  companies  are 
without  any  quotation  whatever,  and  fail  to  give  any  indi- 


cation of  the  current  value  of  their  shares,  the  auditor  will 
be  met  with  the  extremely  difficult  task  of  checking  the 
valuation  from  year  to  year  under  which  the  development 
company's  holding  is  included  in  its  Balance  Sheet. 

In  addition  it  will  be  easily  seen  that  the  success  of  the 
subsidiary  company  must  have  a  material  bearing  upon 
the  success  of  the  development  of  the  estate ;  and  in  valuing 
the  chief  difficulty  is  to  discriminate  where  realisable  value 
ends  and  value  as  a  means  of  advertisement  and  develop- 
ment to  the  estate  commences. 

On  the  other  hand  the  development  company  may  be 
called  upon  to  support  a  subsidiary  compiany  in  which  it 
holds  the  majority  of  shares  issued  that  cannot  possibly 
be  revenue  bearing  as  a  separate  entity ;  or,  as  an  alterna- 
tive, write  off  the  whole  value  of  its  holding  from  its 
Balance  Sheet. 

I  will  now  assume  that  the  company  has  purchased  its 
estate,  approved  its  scheme  of  development,  and  com- 
menced road  construction. 

Auction  sales  are  instituted,  and  the  auditor  will  then  fibd 
that  the  vendor  company  has  sold  plots  of  varying  depths 
and  frontages  to  both  existing  roads,  and  roads  under 
construction  or  to  be  constructed.  He  will  also  discover 
from  the  sale  particulars  that  the  company  has  usually 
sold  upon  the  following  terms,  and  imposed  upon  itself 
several  liabilities,  both  immediate  and  future. 

Special  Clauses  of  Conditions  of  Sale, 

These  special  clauses  are  as  follow :  — 

(i)  Possession  of  plots  given  to  purchasers  on  payment 
of  10  per  cent,  deposit,  the  balance  to  be  paid 
by  half-yearly  instalments  (if  desired  by  the  pur- 
chaser) extending  over  five  to  ten  years  (vary- 
ing with  the  nature  of  the  estate  undergoing 
development) ;  the  unpaid  balance  of  the  purchase 
consideration  completed  by  this  method  bearing 
interest  at  the  rate  of  5  per  cent,  per  annum. 

(2)  Free  conveyances  to  purchasers. 

(3)  Plots  sold  free  of  tithe  and  land  tax  redeemed. 

(4)  Contract    to    construct    roads    giving    access    and 

frontages  to  plots  sold. 

(5)  Contract  to   construct   sewers   and   drainage  works 

under   a   levy    upon    the    purchaser    at  per  foot 
frontage  (usually  about  3s.  per  foot). 

(6)  In  some  instances  a  guarantee  by  the  vendor  company 

as   to   an    adequate    water    supply   and   sewerage 
system. 

I  propose  dealing  with  these  clauses  from  an  auditor's 
point  of  view  subsequently,  and  will  now  deal  with  the 
fonn  of  accounts  employed  to  recoc4  the  company's 
transactions.  Digitized  by  L::jOO 
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Accounts, 
Omittiag  the  receipts  on  account  of  capital,  debentures, 


the  other  sidcj  expenditure  (outside  the  purchase  of  the 
estate)  on  road  construction,  drainage  works,  and  other 
development. 


and  mortgages  (the  two  latter  of  which  you  will  find  very 

much  in  evidence  in  this  type  oi  company),  the  transactions        The  sales  are  recorded  in  a  "Plot  Sales  Journal,"  ruled 

will  mostly   comprise  the  consideration  for  plots   sold,     to  provide  the  following  information:  — 

together  with  interest  on  instalment  agreements ;  and,  on  > 


Plot  Sales  Journal. 


Date      Auction         Lot  Estate 

of  Sale       Number         Plot 

Sale       Number      in  Sale      Number 


Purchaser 


Address 


Kstatc 
Ledger 
Folio 


Details 


Total 


i       s   '  d  I    £    :  s  I  d 


The  detail  is  posted  to  an  "  Estate  Ledger,"  ruled  with  I  '*  Interest,"  some  of  the  information  required  being  entered 
double  columns,  both  Dr,  and  Cr.-,  for  "Principal  "  and  |  by  way  of  heading. 


Purchaser 
Address 


Estate    Ledger. 


Amount  of  Instalment 
Dates  when  due 


Dr. 


Cr. 


Date  of 
Sale 


Estate  Flo.     I    ^\fj^f 
Number  i^^ 


Due 


I       Principal, 
and  Sewers,  &c., 
I  Due 


Date 


Details  of 
Payment 


^•*^'*  int,  ri.^f  Principal, 

Bo.,  k  J"'  Ti..  ,        and  Sewers.&c, 

Polio  Kect.ved       ,       r^^^j^.^j 


Proceeding  to  the  Cash  Books,  we  find  that  they  are  sub- 
divided as  to  a  "General  Cash  Book  "  and  an  "Instalment 
and  Sewers  Cash  Book." 


The  detail  of  instalments  received  is  entered  into  the- 
*  Instalment  and  Sewers  Cash  Book,"  rul«4  as  follows:  — 
Digitized  by  LnOOQ IC 


610 


THE    ACCOUNTANT 


May  19,  1906. 


Instalment  and  Sewers  Cash  Book. 


1 
Date                  Purchaser 

Estate  Plot 
Numbers 

Estate 

LedRer             Total 
Folio 

Interest 

Principal 

Sewers 

General 
Cash  Book 

Mortgage 
Deposit 
Account 

1 

!   £ 

i 

1 

1 

s 

d 

£ 

s 

d 

^1   s 

i 

d 

1 

1 
1 

1 
1 

d 

£ 

s 

d 

£ 

s    '    d 

1 

It  is  often  neoeasary  to  sub-divide  the  instalment  received, 
paying  the  principal  only,  or  in  some  cases  both  principal 
and  inte(Pest,  into  a  joint  "  Mortgage  Deposit  Account  *'  to 
obtain  the  release  of  the  plots  sold  from  the  mortgagees 
when  the  whole  of  the  consideration  has  been  received  and 
paid  in  to  the  joint  account. 

Interest  due  under  instalment  agreements  is  charged  out 
half-yearly  in  an  "Interest  Journal,"  and  assessments  for 
drainage  charges  levied  in  a  "Sewers  Journal,"  ruled  in 
a  form  little  varying  from  the  ordinary  Journal. 

Deposits  on  sales,  usually  received  by  the  auctioneer,  are 
credited  in  a  "Deposits  Journal,"  the  ruling  of  which 
coincides  with  the  "Plots  Sales  Journal,"  the  total  only 
being  debited  to  the  auctioneer. 

In  addition  an  ordinary  Journal  is  maintained. 

A  check  system  is  formed  against  the  voluminous  detail 
appearing  in  the  Estate  Ledger  by  posting  periodically  the 
totals  from  the  "Plot  Sales  Journal,"  "Interest  Journal," 
and  "  Instalment  Cash  Book  "  to  an  account  in  the  General 
Ledger  known  as  "  Sundry  Debtors  on  Sale  Contracts,"  or 
sometimes  "Sundry  Debtors  on  Land  Sales." 

A  similar  check  exists  against  the  detail  of  sewers  charged 
under  the  heading  of  "Sundry  Debtors  on  Drainage 
Charges." 

Turning  to  the  development  expenditure,  we  find  this 
classified  under  suitable  sub-divisions  as  to  "Road  Con- 
struction," "Drainage  Construction,"  "Paving  and  Kerb- 
ing  Expenditure,"  &c.  As  these  are  usually  carried  out  by 
contractors,  little  difficulty  is  experienced  in  ascertaining 
cost,  which  should  include  all  outlay  for  supervision 
incurred  by  the  company; 

Special  attention  should  be  given  to  expenditure 
upon  assets  of  an  unrealisable  character,  viz.  .-—"Trees 
and  Planting,"  "Laying  out  Public  Gardens,"  and 
Groynes,  Sea  Walls,  and  Piers,  if  a  seaside  estate.  The 
auditor  will  also  find  accounts  dealing  with  the  main- 
tenance and  upkeep  of  these. 

Outside  the  financial  books  already   detailed  a   "Plot 


Sold    Register "    is    maintained    dealing    with    the   plots 
numerically  and  any  transfers  that  may  take  place. 

Audit. 
With  this  brief  outline  I  propose  dealing  with  unfamiliar 
items,    and    those    requiring    special    treatment    in    the 
Balance  Sheet  and  Profit  and  Loss  Account. 

Among  other  items  the  Profit  and  Loss  Account  presents 
upon  its  credit  side  (i)  Land  Sales  (with  possibly  a  sub- 
division if  made  at  auction  or  by  private  treaty),  from  which 
is  deducted  the  estimated  cost  of  land  sold  and  the  appor- 
tionment of  development  and  works  expenditure  chargeable 
against  the  plots  realised.  This  is  sometimes  stated  by 
companies  as  "Profit  on  Estate."  (2)  Interest  on  Sale 
Contracts  uncompleted. 

The  first  item  is  by  far  the  most  important — ^viz..  Cost 
of  land  sold  and  apportionment  chargeable  of  work5 
expenditure.  The  accuracy  and  principle  employed  ii; 
this  calculation  is  the  all-important  basis,  and  cannot  be 
treated  too  exhaustively  by  the  auditor. 

The  same  may,  I  am  aware,  be  equally  said 
of  the  valuation  of  an  ordinary  trading  company's 
stock-in-hand,  but,  with  this  difference,  that  an  over- 
valuation of  stock  is  usually  only  penalising  the 
period  immediately  following;  while,  with  a  develop- 
ment company  the  fixed  asset,  and  not  a  floating 
asset,  is  undergoing  valuation,  and  errors  of  valuation  may 
not  be  detected  until  only  a  small  portion  of  the  estate 
remains. 

This  will  necessitate  a  small  residue  bearing  a  charge 
distributable  originally  over  the  whole  of  the  estate. 

The  auditor  cannot  fail  to  recognise  that  he  is  dissect- 
ing into  minute  fractions  the  fixed  asset  of  the  company 
and  reserving  an  apportionment  of  the  sales  consideration 
to  liquidate,  eventually,  the  total  investment  by  the 
company  by  way  of  mortgages,  debentures,  and  capital. 
Valuation  of  Cost  of  Land  Sold. 

The  method  employed  to  ascertain  th^  cost  of  pdots  sold 
is  as  follows :—  Digitized  by  VjOOQIC 
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The  purchase  consideration  of  the  estate  is  distributed 
over  the  acreage,  when  the  scheme  of  development  has  been 
approved,  and  valuations  are  made  as  between  various 
areas,  existing  frontages  or  portions  immediately  adjacent 
being  penalised  by  a  higher  valuation  than  outlying 
portions  where  difficulties  of  development  are  anticipated, 
ur  time  (and  the  development  of  the  other  portions  of  the 
estate)  is  required  to  ripen  them  into  eligible  building  sites. 

This  valuation  is  apportioned  by  the  directors  with  the 
tedinical  advice  of  the  company's  surveyor ,  but  the  auditor 
should  closely  exanniae  it  to  see  thait  the  acreage  to  be  used 
in  roads,  public  gardens,  and  other  non-productive  areas, 
as  shown  by  the  scheme,  be  deducted  from  the  total 
acreage  of  the  estate  purchased. 

The  auditor  will  also  remember  when  dealing  with  this 
calculation  the  condition  of  sale,  already  mentioned,  with 
reference  to  plots  being  sold  free  from  tithe  and  land  tax 
redeemed,  and,  as  he  will  usually  find  that  a  tithe  rent 
charge  and  land  tax  exist,  and  have  not  been  redeemed 
by  the  company,  he  must  see  that  the  cost  of  redemption 
of  both  of  these  annual  charges  be  added  to  the  primary 
cost  of  die  estate. 

Adjustments  in  either  of  these  items,  after  development 
has  been  taking  place  for  some  yeairs,  must  penalise  the 
remainder  of  the  estate  unsold  when  such  adjustment 
becomes  imperative. 

Sale  Contracti  Cancelled, 
After  the  first  year  a  further  unit  is  introduced  into  the 
calculation  of  the  cost  of  land  sold,  viz.: — Plots 
resumed  by  the  company  where  the  sale  contracts  have 
been  cancelled,  or,  in  other  words,  bad  debts.  It  will  be 
remembered  that  under  the  conditions  of  sale  only  10  per 
ceitt.  of  the  purchase  consideration  may  be  paid  by  the  pur- 
chaser when  signing  the  contract,  and  that  where  bad  debts 
are  experienced  (which  are  by  no  means  uncommon,  as  the 
bulk  of  the  purchasers  are  builders  and  tradesmen)  the 
auditor  must  clearly  ascertain  that  the  estimated  profit 
upon  the  sale  is  written  back. 

There  is  a  tendency  to  include  these  plots  at  the  amount 
remaining  unpaid  upon  them  when  resumed  by  the  com- 
pany, but,  as  the  auction  sale  expenses  in  themselves  often 
absorb  10  per  cent,  of  the  purchase  moneys,  it  will  be 
readily  seen  that  where  only  the  deposit  or  a  few  instal- 
ments have  been  paid  the  probability  is  that,  if  included 
in  the  estate  at  the  balance  remaining  unpaid  (a  balance 
which  also  includes  interest  to  the  date  uf  resumption),  a 
loss  may  occur  on  resale. 

In  any  event,  future  sales  are  penalised  with  a  heavier 
percentage  for  auction  expenses,  and  the  company  is 
including  in  its  accounts  a  profit  on  a  sale  which  it  has 
failed  to  realise. 


If  the  auditor  be  able  to  influence  the  directors  to  make 
some  annual  provision  against  cancelled  contracts,  he  will 
not  find  his  efforts  unproductive  when  the  estate  is  finally 
realised,  more  especially  when  prices  obtained  for  plots  fall 
i)ff  in  future  years,  or  the  development  is  retarded  by  other 
iufluences. 

Apportionment  Chargeable  on  Plots  Sold  for  Roads,  ^c. 
We  now  turn  to  the  valuation  of  the  apportionment  of 
roads  construction. 

This  is  made  upon  the  basis  of  the  cost  of  the  road — viz., 
cost  as  per  contractor's  estimate,  plus  surveyor's  charges 
for  supervision,  calculated  at  per  foot  run  of  roads  con- 
structed, an  apportionment  being  made  equally  upon  the 
plots  on  either  side  at  per  foot  frontage.     . 

In  corner  plots  the  return  frontage  must  be  charged 
upcm. 

Where  roads  are  made  giving  frontages  only  on  one 
side  to  the  company's  property,  the  auditor  must  see  that 
the  whole  apportionment  is  borne  by  the  plots  fronting 
to  this  road. 

Apportionment    Chargeable    for    Non-realisable    Assets    of 
Company. 

In  addition  to  the  above  cost  of  land  and  roads,  a 
percentage  to  liquidate  the  cost  of  non-realisable  assets — as 
public  gardens,  piers,  breakwaters — and  other  expenditure 
the  company  find  expedient  for  the  success  of  its  develop- 
ment, must  be  added. 

The  prime  cost  of  the  plot  l)efore  being  offered  for  sale 
is  thus  ascertained. 

For  the  easier  mode  of  dealing  with  the  cost  and  sale 
of  plots,  the  price  obtained  and  the  cost  both  as  to  roads 
and  land  is  spoken  of,  and  calculated  upon  the  unit  of 
'*per  foot  frontage." 

The  price  "per  foot  frontage  "  is  established  by  arriving 
at  the  relative  value  of  sales  and  cost  from  the  first 
acreage  calculation. 

Plots  Built  upon  by  the  Company, 

With  regard  to  sales,  I  may  perhaps  mention  here  the 
tendency  of  development  companies,  especially  when 
dealing  with  plots  suitable  for  substantial  residences  with 
grounds,  to  build  the  properties  themselves,  crediting  the 
estate  with  the  sale  price  of  the  plot,  and  not  the  cost, 
this  price  being  included  in  the  expenditure  upon  the 
property  erected. 

As,  however,  the  company  is  almost  compelled  to 
embark  upon  speculations  of  this  nature,  where  builders 
cannot  be  obtained  to  commence  operations  for  them- 
selves, it  often  remains  tu  be  seen  whether  the  properties 
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so  erected  can  be  readily  let  or  sold  at  a  price  to  cover  the 
amount  expended  on  construction,  together  with  the  sale 
price  of  the  plot. 

I  do  not  think  that  a  nominal  profit  on  the  plot  should 
be  introduced  into  the  accounts  until  the  properties  are 
actually  realised  and  the  profit  (if  any)  ascertained. 

This  is  especially  noticeable  having  regard  to  the  fact  of 
the  company^s  anxiety  to  obtain  purchasers  and  tenants  as 
a  natural  means  of  developing  the  estate,  and  also  that 
almost  invariably  a  separate  mortgage  is  created  during 
erection,  or,  upon  completion,  secured  upon  the  house  and 
land. 

With  regard  to  interest  on  mortgages  so  created  during 
construction,  I  think  this  may  fairly  be  included  in  the  cost 
of  the  property  until  it  is  completed  and  capable  of  being 
revenue  bearing.  This,  however,  should  not  apply  to 
mortgage  interest  during  the  interim  period  between 
completion  and  sale  or  tenancy. 

Interest  on  Sale  Contracts. 
The  second  item  in  the  Profit  and  Loss  Account  that  I 
have  drawn  your  attention  to  is  "Interest  on  Sale  Con- 
tracts." This  item  is  the  total  of  the  interest  due  for  the 
period  only,  charged  to  purchasers  completing  by  instal- 
ments. An  auditor  will  do  well  to  see  that  some  provision 
be  made  against  purchasers  in  arrear  with  instalments 
(especially  where  only  the  deposit  or  a  few  instalments 
have  been  paid)  as  against  a  possible  future  resumption 
by  the  company  of  the  plots  and  re-sale. 

Legal  Charges  and  Cost  of  Free  Conveyances, 
The  only  iteih  on  the  debit  side  of  the  Profit  and  Loss 
Account  needing  comment,  I  think,  is  "  Legal  Charges  and 
Cost  of  Free  Conveyances." 

This  amount  is  made  up  of  legal  expenses  incurred  in 
obtaining  releases  from  the  mortgagees  (if  a  mortgage 
exist),  together  with  an  annual  percentage  based  upon  the 
period's  sales  to  meet  the  cost  of  free  conveyances  to  both 
purchasers  completing  immediately  and  also  under  instal- 
ment agreements.  This,  it  will  be  remembered,  forms  one 
of  the  conditions  of  sale,  and  is  an  accruing  liability 
spread  over  a  considerable  number  of  years. 

Against  the  provision  made  each  year  the  cost  of  con- 
veyances actually  incurred  in  the  period  is  charged  and 
the  balance  carried  forward. 

Balance  Sheet. 
I  now  propose  to  comment  upon  the  unfamiliar  items 
presented  to  the  auditor  in  the  Balance  Sheet. 

Liabilities. 
Among  other  liabilities  he  will  find  the  following  group 
of  items:  — 


Accruing  Liabilities. 

(a)  Reserve  against  tithe  and  land  tax  redemption  (when 

this  has  not  already  been  redeemed). 

(b)  Reserve  against  cost  of  free  conveyances. 

(c)  Any    further    provision    required    against    accruing 

liabilities. 

The  origin  of  these  items  I  have  already  explained. 
Although  this  phrasing  is  usually  ensployed  under  the 
heading  of  "Reserve  Account,"  I  would  suggest  that  a 
more  descriptive  title  be  employed,  as  "  Provision  against 
Accruing  Liabilities,"  or  "Accruing  Liabilities"  only. 

Unfortunately  the  average  shareholder  appears  to  mis- 
understand the  exact  nature  of  the  word  "  Reserve  "  when 
employed  in  a  Balance  Sheet,  and  I  think  an  auditor 
should  exercise  extreme  caution  in  describing  provisions 
of  this  character  by  such  a  title. 

Assets  Estate, 
Proceeding  to  the  Assets,  the  first  item  disclosed  is  the 
valuation  of  the  unsold  residue  of  the  estate  at  cost.  The 
auditor  having  seen  that  the  cost  of  land  sold  has  been 
accurately  estimated,  he  should  retain  a  copy  of  the 
schedule  of  area  values  for  future  reference. 

Roads  and  Drainage  Expenditure, 
The  next  items  following  are  "Roads  Expenditure 
Account "  and  "  Drainage  Expenditure  Account."  These 
amounts  are  the  balances  on  frontages  remaining  unsold 
where  roads  and  sewers  have  been  constructed,  and  a  note 
is  made  stating  that  apportionments  are  chargeable  upon 
the  existing  frontages  when  sold. 

Non-realisable  Assets, 
Assets  of  a  non-realisable  character  are  next  met  with, 
and  an  auditor  must  watch  that  the  period's  sales  bear 
an  adequate  apportionment. 

Sundry  Debtors, 
Under  the  title    of    "Sundry    Debtors"    we  find  the 
following  sub-headings. 

(a)  Sundry   Debtors   on   Sale   Contracts   with   Accrued 

Interest. 

(b)  Sundry  Debtors  on   Drainage   Charges  under  Sale 

Contracts. 

(c)  Sundry  Debtors  on  Building  Finance  Account. 

These  items,  I  think,  do  not  need  any  further 
explanation. 

Ground  Rent  Values  Account. 
The  next  item  (if  ground  rents  have  been  created)  will  be 
•Ground  Rent  Values  ^^^n^by  GOOgk 
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In  ccMisidering  this  account  discrimination  should  be 
made  as  between  ground  rents  secured  by  buildings  erected 
aod  completed  and  ground  leases  unsecured — t.e,»  remain- 
ing uncovered. 

In  considering  the  valuation  of  secured  ground  rents 
the  method  which  recommends  itself  more  than  any  other 
is  to  adopt  the  average  price  realised  for  the  plot  at 
auction,  crediting  the  profit  to  the  period  when  the  build- 
ing be  completed,  the  purchase  consideration  being 
debited  to  "Ground  Rent  Values  Account." 

With  regard  to  unsecured  ground  rents  greater  caution 
is  needed.  By  far  the  safest  method  is  to  credit  the 
revenue  of  the  estate  with  the  annual  rent  received,  as  in 
the  instance  of  an  ordinary  tenancy,  no  further  treatment 
of  the  capita]  value  being  made  until  the  ground  rent  be 
realised  and  the  actual  sale  value  ascertained. 

An  auditor  should  not  lose  si^ht  of  the  fact  that  the 
principle  of  dividing  profits  and  paying  dividends  before 
realisation  is  involved  in  probably  large  sums  when  com- 
pared with  the  company's  invested  capital. 

In  the  case  of  secured  ground  rents  it  can,  of  course, 
be  safely  held  Aat  the  building  and  land  together  will, 
if  required,  at  least  always  realise  the  sale  price  of  the 
land. 

Investment  Account, 

"  Investment  Account  "  brings  us,  1  fear,  to  the  difficulty 
I  have  already  referred  to— i.^..  the  valuation  of  the 
development  company's  interest  in  subsidiary  companies 
promoted  by  it.  The  auditor  here  will  find  no  satisfactory 
basis  available  to  value  these  shares.  In  many  instances 
the  company  has  recouped  its  expenditure  in  works  and 
promotion,  and  is  the  proprietor  of  the  bulk  of  the  shares 
issued  by  the  subsidiary  company,  or  the  investment  may 
represent  a  share  or  nominal  profit  earned  in  purchase  and 
sale  without  actual  expenditure  by  the  parent  company. 

There  are  many  methods  employed  in  dealing  with  share 
or  nominal  profits  so  earned  by  way  of  reserves,  &c.,  but 
I  feel  sure  that  the  only  secure  policy  is  one  whereby  the 
sale  is  looked  upon  solely  as  one  of  barter,  and  to  include 
the  value  of  the  shares  in  the  company's  assets  at  the 
original  expenditure  upon  the  asset  sold.  This  should  be 
accompanied  by  an  explanatory  note  that  a  sale  has  been 
made  to  the  subsidiary  company  for  a  share  consideration. 
setting  out  the  nominal  value,  if  necessary. 

As  the  paxent  company's  holding  is  realised  from  time  to 
time  the  consideration  is  deducted  from  the  asset  until  the 
whole  is  sold  and  the  actual  cash  profit  upon  the  transac- 
tion ascertained. 

The  value  of  this  method  becomes  apparent  against  that 
of  depreciation  reserves,  when  a  company  may  be  compelled 


to  write  off  further  depreciation  at  a  period  in  its  existence 
when  it  least  can  afford  to  do  so,  or  at  a  time  when  the 
residue  of  the  estate  has  been  realised. 

Cash  on  Deposit  Account. 

The  item  shown  under  the  heading  of  "  Cash  on  Deposit 
Account "  needs,  in  most  instances,  some  explanation. 
The  nature  of  this  account  is  not  altogether  that  of  an 
ordinary  Deposit  Account  with  the  company's  bankers. 
It  is  usually  the  sum  standing  at  credit  of  a  Deposit 
Account  in  the  joint  names  of  the  company  and  the 
mortgagee,  and  comprises  the  principal  received  from  pur- 
chasers under  instalment  agreements  and  otherwise,  and 
can  only  be  employed  in  obtaining  releases  for  convey- 
ances (where  the  total  has  been  received,  excluding  the 
deposit  paid  to  the  auctioneer  and  allocated  to  sale 
eficpenses),  and  for  payments  in  reduction  of  the  mortgage 
secured  upon  the  company's  estate. 

The  auditor  must  consider  for  himself  whether  a  note 
to  that  effect  be  necessary,  or  that  the  heading  of  "Cash 
on  Mortgage  Deposit  Account,"  or  other  descriptive  title, 
be  employed. 

Inconu-tcuc. 

The  amount  of  income-tax  paid  should  be  carefully 
inspected,  as  the  auditor  will  usually  find  that  the  com- 
pany is  paying  locally  income-tax  under  Schedule  A,  and 
often  B,  both  of  which  schedules  can  be  deducted  from 
assessments  for  profits  under  Schedule  D,  or  for  interest 
paid  upon  mortgages  upon  the  estate. 

Conveyances. 

The  axxlitor,  to  ensure  as  far  as  possible  against  duplica- 
tion of  conveyances,  whether  done  innocently  or  other- 
wise, should  inspect  all  contracts  for  land  sold,  and  care- 
fully compare  the  plots  conveyed,  as  shown  in  the  Estate 
Ledger,  with  the  company's  Seal  Register,  at  the  same 
time  naturally  assuring  himself  that  the  purchase  con- 
sideration has  been  received. 

The  Register  of  Mortgages  will  also  require  inspection, 
to  ascertain  that  up-to-date  records  are  maintained. 

Certificate. 

With  regard  to  the  certificate  given  by  the  auditor,  the 
form  usually  employed  states  that  the  amount  taken  as 
profit  is  subject  to  the  realisation  of  the  residue  of  the 
estate  (where  this  remains),  or  subject  to  the  valua- 
tion of  the  company's  surveyor,  where  one  be  employed 
to  value  the  unsold  portion  of  the  coxnpcuiy's  estate  each 
year.  Digitized  by  \^::iOO 
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personaL 


Mr.  Norman  W.  Gracey,  A.C.A.,  announces  that  he  has 
commenced  practice  as  a  Chartered  Accountant  at  Broad 
Street  House,  New  Broad  Street,  London,  E.G..  under  the 
style  of  Norman  Gracey  &  Co. 


Ube  Snstftute  of  Bccountants  in 
Soutb  Buettalia. 


{Incorporated) 


The  annual  general  meeting  of  the  members  of  the 
Institute  was  held  at  Adelaide,  on  February  aSth. 

The  following  are  the 

REPORT  AND  ACCOUNTS. 

The  Council  have  the  honour  to  submit  the  following 
Report  for  the  year  ended  31st  December  1905. 

(i)  The  roll  of  membership  as  on  31st  December  1905  con- 
tained the  names  of  139  members,  of  whom  34  were 
Fellows,  103  were  Associates,  and  two  sub- Associates. 
During  the  year  under  review  the  roll  was  increased  by 
the  admission  of  two  Associate  members,  and  two  gentle- 
man who  were  admitted  to  the  grade  of  Sub-Associateship. 
Losses  have  been  sustained  by  the  resignation  of  Mr.  W.  J. 
Brook,  who  was  thereupon  appointed  an  honorary  member, 
and  the  forfeiture  of  membership  by  a  Fellow,  who  failed 
to  pay  his  subscription.  Mr.  C.  J.  Bengetell's  untimely 
death  also  lessened  the  number  of  the  Associate  members. 
The  Council  much  regret  the  loss  of  Mr.  W.  J.  Brook's 
active  connection  with  the  Institute,  of  which  he  was  one 
of  the  original  founders.  They  trust,  however,  that  his 
connection  as  an  honorary  member  will  be  of  long 
duration. 

(2)  The  scheme  of  joint  examination,  under  the  control 
of  the  Sydney  Institute  of  Public  Accountants,  the 
Incorporated  Institute  of  Accountants,  Victoria,  and  this 
Institute,  which  was  inaugurated  in  April  1899,  terminsuted 
with  the  post  examination  held  during  April  1905.  The 
Incorporated  Institute  of  Accountants,  Victoria,  intimated 
that  it  was  not  th^ir  intention  to  co-operate  in  any  effort 
likely  U)  be  made  in  the  direction  f)f  a  renewal  of  the 
scheme,  even  under  altered  conditions,  and,  though  more 
than  one  effort  was  put  forth  by  your  Council  to  bring 
about  a  satisfactory  compact,  no  arrangement  whatsoever 
could  be  concluded  with  the  governing  body  of  that 
Institute.    The  Incorporated  Institute  of  Accountants  of 


New  Zealand  intimated  that  they  also  were  not  prepared  to 
continue  the  examination  of  their  candidates  under  the 
conditions  which  had  hitherto  prevailed  during  their  con- 
nection with  the  joint  scheme.  Under  the  altexed  circum- 
stances a  new.  scheme  was  adopted,  to  which  the  Sydney 
Institute  of  Public  Accountants,  the  Tasmanian  Institute 
of  Accountants,  the  Institute  of  Accountants  and  Auditors 
of  Western  Australia  (Incorporated),  and  this  Institute  are 
the  present  contracting  parties.  The  principal  alteration 
in  the  scheme  consists  in  the  constitution  of  the  examining 
body,  which  now  includes  a  representative  from  each  of 
the  affiliated  Institutes,  with  an  additional  member  chosen 
for  purposes  of  adjusting  differences  of  opinion.  The 
present  scheme  has  no  apparent  disadvantage,  save  that  of 
considerably  increased  cost  to  the  affiliated  Institutes,  and 
the  danger  is  that  such  increase  of  cost  may  possibly  tend 
to  militate  against  its  continuance.  Your  Council,  how- 
ever, deem  it  to  be  of  the  utmost  importance  that  this 
Institute  should  strain  every  nerve  to  co-operaXe  with 
kindred  Associations,  the  common  aim  being  to  further  the 
best  interests  of  the  profession  by  a  consistent  call  for  a 
high  standard  of  proficiency  on  the  part  of  those  desirous 
of  entering  the  profession. 

(3)  The  Council  tender  their  acknowledgments  to  thoee 
members  of  the  Institute  who  were  good  enough  to  render 
valuable  assistance  as  supervisors  at  the  examinations  held 
during  the  months  of  April  and  October  1905. 

(4)  The  action  of  certain  accountants  in  Victoria,  in 
attempting  to  acquire  the  prestige  and  advantage  ol  a  Royal 
Charter,  the  jurisdiction  of  which  was  sought  to  be 
extended  beyond  the  boundaries  of  that  State,  was  deemed 
by  your  Council  to  be  a  matter  calling  for  strong  protest 
and  opposition.  Acting  under  legal  advice  a  petition  was 
sent  to  His  Majesty  the  King,  praying  that  no  such  Charter 
as  sought  should  emanate  from  the  Crown,  and  setting 
forth  the  undesirafcleness  of  such  partial  and  one-sided 
recognition. 

(5)  The  annual  Statements  of  Accounts  for  the  year, 
which  ended  on  31st  December  1905,  have  been  duly 
audited,  as  required  by  the  regulations  of  the  Institute, 
and  are  submitted  herewith.  The  excess  of  expenditure 
over  income  during  the  year  has  been  caused  in  part  by 
outlays  of  a  somewhat  abnormal  character,  and  by  the 
increase  in  the  expenses  of  examinations. 

W.  L.  Ware. 

Frgsidfni. 


Adelaide, 

12th  February  1906. 
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Income  and  Expenditure  for  the  Year  which  ended  on  31st  December  1905. 

£    s    d 

To  Printing,  Stationery,  and  Advertising  . .    30  19  ii 

,    Postages,  Telegrams,  and  Petties 13    «    7 

,    Adelaide  Chamber  of  Commerce- 
Subscription  to  31st  March  1906 

,    Auditors'  Fees 

,    Legal  Charges 

»    Expenses  of  Examinations 55  19    i 

Acss- A  Refund        ..        ..  .       £7  10    o 

•      Proceeds  of  Sales  of  Exami- 
nation Papers       . .  263 
»      Examination  Fees  collected 

from  Candidates   . .  16  16    o 

26  12    3 

,  Proportion  of  Expenses  Incidental  to  Conference 
held  on  lath  September  1905,  for  renewal  of 
Joint  Examination  Scheme 

,    Expenses  of— 

{a)  Annual  General  Meeting       i  19    o 

ib)  Special  General  Meeting       3    i  10 

,  Registrar's  Expenses,  including  Honorarium 
and  Remuneration  for  Services  of  Staflf  and 
Office  Accommodation  for  the  year 


£   s   d 


2  6 

3  o 
6  o 

17  6 


29    6  10 


7    I    9 


5      O   TO 


105     O    O 


£207  18    5 


£    s    d      £    s    d 
By  Entrance  Fees— 

2  Associates  at  21s.  ..  220 

»    Application  Fees— 

10  at  2is 10  10    o 

,    Subscriptions — 

36  Fellows  at  42s 75  12    o 

Less—  I  Member  who  forfeited  his  Member- 
ship by  non-payment  of  Subscription        220 

73  10    o 
Less—^  Absentees  who  pay  14s.  in  lieu  of 

42s 440 

69    6'  o 

»    103  Associates  at  21s £108    3    o 

Less — I  admitted  whose  Entrance 

Fee  covered  his  Subscription  i     i    o 

107  .20 
Less — 14  Absentees  who  pay  7s. 

in  lieu  of  21s.       . .        . .-        . .        9  16    o 

97    6    o 

166  12    o 

,    Interest  on  Deposits 13  16  10 

Total  Income  for  the  year 193    o  10 

y    Balance,   being   excess   of    Expenditure    over 

Income  for  the  year        14  17    7 

£207  18    5 


Balance  Sheet  as  on  31st  December  1905. 


£      s    d     £    s    d 

Sandry  Creditors 63  11    6 

Reserve  to  cover  Depreciation  of  Office  Furniture 

and  Library        8881 

Income  and  Expenditure- 
Surplus  to  31st  December  1904       488    8  II 

Deficit  for  year  which  ended  on  sist  December 

1905       14  17    7 

•    .  •  473  II    4 

£625  10  II 


£     s  d 

Bank  of  Australasia — Fixed  Deposit 300    o  o 

»  •  Current  Account 12    7  8 

Savings  Bank  of  S.  A 89    2  6 

Library  (at  cost)       204    8  3 

Office  Furniture       . .        . .        19  12  6 


£    s    d 


401   10    '2 


224    o  .9 


£d25  10  II 


W.  L.  Ware,  President. 
J.  E.  Thomas,  Registrar. 


We,  the  undersigned,  Auditors  of  the  Institute  of  Accountants  in  South  Australia  (Incorporated),  do  hereby  certify  that  we  have  examined 
the  Books  and  Vouchers  of  the  above  Institute,  and  compared  them  with  the  above  Balance  Sheet  and  Income  and  Expenditure  Account,  and  that, 
in  onr  opinion,  the  same  are  correct. 


Adelaide,  Sth  February  1906. 


W.  S.  Esau,  F.I.A.S.A. 

R.  Howard  Taplev,  F.I.A.S.A.. 


a  Dew  Conception  of  Bccountanci?. 


By  Charles  N.  Volldm,  C.P.A. 


(From  The  /ournal  of  Accountancy,  New  York.) 
Centealised  control  of  scattered  properties  under  the 
ownership  of  a  holding  company  is  a  comparatively  new 
proposition,  and  has  not  reached  that  stage  of  complete- 


I  ness  that  should  exist  in  business.  Such  control  is,  how- 
I  ever,  not  only  entirely  feasible,  but  it  is  indispensable  to 
the  realisation  of  the  large  profits  at  which  consolidation 
aims.  My  purpose  in  this  article  is  to  show  how  the 
accountant  may  assist  in  developing  and  operating  such 
systems  of  control.  Such  a  position,  it  may  be  argued, 
implies  that  the  accountant  must  understand  the  details  of 
the  business,  and  many  accountants  will  contend  that  they 
already  are  called  upon  for  advice  upon^m?»re  subjecis  than 
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the  members  of  any  other  profession,  and  that  it  is  impos- 
sible for  them  to  understand  the  workings  of  a  business 
outside  of  the  results  of  management  as  shown  by  the 
books.  This  objection  is  fundamental  and  must  be 
carefully  examined. 

The  lawyer,  to  be  of  any  value  to  his  client,  must  have  a 
full  knowledge  of  law  applicable  to  the  case  presented,  and 
past  business  interests  have  develoi>ed  specialists  in  the 
law,  whose  fees  are  only  governed  by  themselves,  while 
still  there  is  plenty  to  do  for  the  great  majority  of  the 
workers  in  that  profession  at  fair  remuneration.  The 
physician  must  have  a  thorough  knowledge  of  his  patients* 
ailments,  and  how  to  alleviate  them,  but  that  profession 
has  developed  specialists  whose  fees  are  likewise  of  their 
own  making,  while  yet  there  is  room  for  the  general  prac- 
titioner whose  services  yield  him  a  comfortable  income. 
The  engineer  of  exceptional  ability,  the  man  that  can  "  do 
things,"  becomes  the  head  of  his  profession,  and  the  term 
"consulting  engineer  "  means  that  you  will  pay  his  price 
for  his  servces,  and  yet  there  is  sufficient  employment  at 
remunerative  prices  for  the  general  engineers.  The  fact 
that  a  professional  man  is  a  specialist  in  one  branch  of  his 
profession  does  not  mean  that  he  is  deficient  in  other 
branches — he  must  be  a  good  practitioner — but  that  he  is 
thoroughly  conversant  in  one  particular  matter  in  all  its 
possible  bearings. 

How  does  the  accountant  stand  in  re5p>ect  to  specialisa- 
tion compared  with  other  professions?  It  is  granted  that 
accountancy  as  an  acknowledged  profession  is  new,  in  fact 
it  has  hardly  reached  its  legal  teens  ;  but  since  its  recogni- 
tion business  interests  have  so  changed,  and  so  many  new 
demands  have  been  made  upon  the  profession,  that  there 
is  very  little  of  its  original  outlines.  The  accountant  who 
has  not  kept  in  touch  with  the  requirements  of  the  day 
finds  his  occupation  gone,  and  wonders  why  clients  drop 
him,  as  he  is  still  positive  that  he  is  a  first-class  bookkeeper. 
The  principal  u<?e  of  the  accountant,  or,  rather,  advanced 
bookkeeper,  was  formerly  to  straighten  out  tangled  books, 
and  detect  thievinpf  bookkeepers.  All  this  has  changed, 
however,  and  the  business  man,  especially  the  man  at  the 
head  of  large  enterprises,  expects  that  the  accountant 
should  furnish  him  expert  opinions  as  to  the  progress  and 
status  of  his  affairs. 

A  statement  of  earnings  can  be  made  out  by  any  book- 
keeper just  as  intelligently  as  by  an  accountant,  but  the 
statement  of  earnings  only  represents  what  one  manage- 
ment has  done,  and  the  accountant  should  be  in  such  touch 
with  the  business  he  examines  that  from  his  knowledge  and 
experience  he  is  able  to  tell  his  client  what  should  be  the 
result,  and  wherein  the  saving  could  be  made.  Com- 
parisons of  operating  cost  and  income,  from  year  to  year 
■^r  month  to  month,  in  showing  increases  or  decreases  of 


the  same  or  different  managements,  may  be  interesting 
reading,  but  is  utterly  worthless  as  to  the  capabilities  of 
the  company,  consequently  no  great  value  for  services  can 
be  demanded  by  the  accountant  unless  he  can  show  wherein 
savings  can  be  made,  which  he  can  only  do  by  a  thorough 
knowledge  of  the  business. 

It  would  be  folly  to  assert  that  the  accountant  has  not 
proved  himself  of  great  value  to  the  business  communitr 
in  the  preparation  of  simplified  forms,  &c.,  which  meet  the 
requirements  of  business  as  they  arise,  but  have  they 
accepted  the  conditions  demanded  of  their  profession,  or 
are  they  content  to  remain  mere  analysts  of  books,  show- 
ing in  complicated  technical  reports  what  some  manage- 
ment has  done,  with  no  ability  to  tell  what  should  have 
been  done? 

There  can  be  no  doubt  that  the  want  of  knowledge  of  the 
needs  of  a  business  seriously  interferes  with  the  devising  of 
systems  of  account.  To  illustrate :  A  certain  large  corpo- 
ration employed  the  services  of  one  of  the  brightest 
accountants  in  the  profession  to  instal  a  cost  system.  He, 
after  thoroughly  going  over  all  the  works  on  accounting 
relative  to  the  particular  business  in  hand,  and  consulting 
with  those  who  were  supposed  to  be  familiar  with  such 
matters,  devised  a  beautiful  system ;  that  is,  in  theory  it 
was  absolutely  perfect,  but  it  failed  to  work.  He  had 
failed  to  provide  for  certain  details,  on  account  of  his 
unfamiliarity  with  the  details  of  the  business,  and  these 
omissions  made  his  system  valueless,  until  these  details 
were  provided  for.  This  could  not  have  happened  had  our 
accountant  been  practically  conversant  with  the  business, 
and  the  frequency  of  these  failures  raise  a  doubt  in  the 
mdnd  of  the  layman  as  to  the  status  of  the  accountant, 
judging  his  professional  standing  by  the  results  of  his  work. 

The  question  may  be  asked,  why  is  it  necessary  for  an 
accountant  to  fully  understand  the  business  he  is  dealing 
with,  as  able  men  are  placed  in  charge  of  a  business  who 
moist  know  more  about  the  matter  than  any  accountant  can 
possibly  know  or  learn?  This  question  implies  ignorance  (A 
the  characteristics  of  the  average  business  manager.  The 
prime  factors  in  all  enterprises  are  efficiency  and  economy. 
Efficiency  without  economy  results  in  failure;  and 
economy  without  efficiency,  while  it  may  not  result  in 
actual  failure,  so  contracts  a  business  that  proper  results 
cannot  be  obtained.  The  manager  who  combines  these  two 
qualifications  is  a  rarity,  a  valuable  and  much  sought  after 
man,  who  can  command  his  own  price.  This  being 
admitted,  it  is  not  difficult  to  see  the  valuable  aid  that  an 
accountant  can  give  who  understands  how  matters  should 
be  handled  to  produce  the  best  results  to  the  great  majority 
of  business  enterprises.  To  the  mianager  whose  aim  is 
efficiency  to  the  neglect  of  economy,  the  accountant  can 
show  how  efficiency  is  overdone,  and  to  the  manager  whoso 
strong  point  is  economy  he  can  show  that  small  pay  rolls, 
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or  the  working  of  worn-out  machinery,  is  bad  policy.  The 
fact  that  all  large  undertakings  have  auditing  departments, 
in  which  statistics  co^'e^ing  the  most  minute  details  are 
carefully  kept  and  scrutinised,  is  probably  the  best  argu- 
ment in  favour  of  the  claim  made  in  this  paper,  and  it  may 
be  a  question  whether  the  head  of  such  a  department  may  | 
not  with  propriety  claim  to  be  a  professional  man,  and  | 
entitled  to  be  ranked  among  the  highest  class  of 
accountants. 

A  few  of  the  matters  that  should  claim  the  special  atten 
tion  of  the  accountant  are :  Corporation  Formation,  Bank 
ing,  Public  Utility  Companies,  Municipal  Accounting,  and 
Manufacturing.  Every  accountant  should  select  from  these 
some  particular  calling  and  thoroughly  cover  it  in  detail, 
and  thus  become  of  far  more  value  to  his  client  than  it  in 
possible  for  hdm  to  be  if  his  knowledge  is  confined  to  the 
accounting  only.  There  are  accountants'  offices  in  which 
this  has  been  successfully  done,  and  with  good  results  to 
both  the  works  manager  and  the  owners,  as  well  as  great 
benefit  to  the  accountant. 

In  order  to  fit  himself  for  the  advanced  practice  of  his 
profession,  the  accountant  must  first  become  thoroughly 
acquainfted  with  the  business,  and  should  know  the  best 
results  that  have  been  obtained,  and  he  should  strive  to  get 
hs  client's  business  to  that  point.  He  must  so  formulate 
his  classifications  and  reports  that  he  will  be  enabled  to 
detect  wherein  an  improvement  can  be  made.  He  must  be 
ia  such  accord  with  the  manager,  that  his  suggestions  will 
command  respect,  and  he  will  receive  that  respect  if  he  can 
show  he  deserves  it,  and  is  working  for  the  benefit  of  the 
manager  as  well  as  the  owner. 

It  will  probably  be  granted  that  no  academic  course  can 
be  more  than  preparatory,  laying  the  foundation  for  further 
study  and  experience  to  complete,  but  if  the  academic 
course  is  supplemented  by  instruction  as  to  the  whys  and 
wherefores  of  business,  it  will  go  much  further  in  laying  a 
broader  foundation  than  the  mere  technical  education  as 
to  methods  of  accounting.  The  English  system  of  account- 
ing instruction,  covering  years  of  study  and  practice  in  an 
accountant's  office,  covering  accountancy  and  law  to  a 
large  extent,  will  not  fit  men  for  the  American  profession 
if  the  American  profession  adopt  the  view  of  this  article. 
They  may  be  very  proficient  in  the  principles  of  account- 
ing, and  make  out  intricate  reports  in  the  best  technique, 
but  the  office  study  does  not  fit  them  for  the  broad  demands 
made  on  accountancy  in  the  United  States.  Under  new 
conditions  accountancy  in  England  is  a  secured  profession, 
owing  in  a  great  measure  to  its  invasion  of  the  lawyer's 
field,  but  the  American  accountant,  who  has  no  such 
secured  profession,  must  create  his  opportunities  by  fittin  ', 
himself  to  grapple  with  the  complicated  problems  which 
every  business  presents. 


Tlotes  on  Some  problems  IRelating  to  tbe 
Hccounts  of  fealMng  Companies. 


By  Arthur  Ix)wes  Dickinson,  M.A.,  F.C.A.,  C.P.A. 


Consolidations  are  frequently  carried  out  by  means  of 
the  formation  of  a  holding  company  which  purchases  not 
the  physical  property  of  the  concerns  which  it  is  proposed 
to  consolidate,  but  the  stocks  of  the  corporations  owning 
the  various  properties.  This  condition  raises  some  ques- 
tions of  principle,  the  great  importance  of  which  is  not 
fully  realised  at  the  present  time  either  by  the  public  or 
by  a  large  number  of  the  members  of  the  accounting 
profession. 

Working  Capital. 

There  will  frequently  be  found  in  the  agreements  and 
contracts  upon  which  the  organisation  of  the  holding  com- 
pany is  based,  a  clause  declaring  that  the  stocks  or  pro- 
perties purchased  are  of  a  certain  value,  and  that  in  addi- 
tion to  turning  over  to  the  company  these  stocks  and  pro- 
perties, the  vendors  will  also  provide  a  certain  sum  in  cash 
for  working  capital.  A  common,  and  it  would  seem  almost 
the  usual,  practice  among  the  legal  profession  is  to  con- 
sider that  the  working  capital  so  provided  is  a  profit  to  the 
new  corporation,  and  some  authorities  even  go  so  far  as 
to  claim  that  if  there  were  no  earnings  available  from  any 
other  source  it  could  be  distributed  by  the  holding  com- 
pany as  a  dividend  on  its  capital  stock.  Inasmuch  as 
profits  can  only  result  from  the  acquisition  of  commoditi-es 
and  their  sale  either  in  the  same  or  an  improved  condition, 
it  would  seem  fairly  obvious  that  the  new  holding  com- 
pany could  only  make  profits  and  declare  dividends  out  of 
the  earnings  of  its  subsidiary  companies  accrued  sub- 
sequent to  the  date  of  purchase,  and  that  inasmuch  as  the 
working  capital  so  provided  by  the  vendors  came  either 
out  of  their  own  funds,  or  possibly  out  of  the  surplus 
accumulated  before  the  date  of  the  contract  for  sale  by  one 
or  other  of  the  purchased  companies,  this  sum  could  not 
in  any  sense  be  profits,  but  must  be  considered  as  a  reduc- 
tion of  the  cost  price  of  the  properties,  and  should  be  su 
treated  in  the  Balance  Sheet  of  the  holding  company. 

Dividends  of  Subsidiary  Compauits. 

It  is  clear  that  it  is  within  the  power  of  each  of  the  sub- 
sidiary companies  to  declare  dividends  at  such  times  as 
their  directors  may  think  fit  and  out  of  surplus  in  whatever 
pKjriod  accumulated.  The  holding  company  has  acquired 
the  stock  of  theee  companies  on  a  certain  date,  and  this 
stock  is  represented  by  the  surplus  of  assets  over 
liabilities  of  the  subsidiary  company  at  that  date.  The 
only  possible  assumption  igj^jljftt^the  price  paid  for  the 
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stock  took  iato  consideration  its  then  value,  and  was  made 
up  therefore  of  the  surplus  of  assets  over  liabilities  at  that 
date,  together  with  such  sum  for  goodwill  as  the  purchasers 
might  consider  it  worth.  A  declaration  of  a  dividend  out 
of  assets  existing  at  that  date,  although  in  the  books  of  the 
subsidiary  company  those  assets  might  be  represented  by 
surplus  and  not  by  any  liability  to  the  stockholders,  is 
clearly  a  return  to  the  holding  company  of  a  portion  of  the 
assets  purchased,  or,  in  other  words,  a  return  of  part  oi 
the  purchase-money ;  and  other  things  being  equal  the 
stock  of  the  subsidiary  company  owned  by  the  holding 
company  is  by  reason  of  that  one  transaction  of  a  less 
value  than  it  was  by  exactly  the  amount  of  dividends  so 
distributed.  It  seems  clear,  therefore,  although  legal 
opinions  have  been  given  to  the  contrary,  that  the  holding 
company  is  not  entitled  to  consider  dividends  so  dis- 
tributed as  part  of  its  earnings,  but  must  credit  them  in 
reduction  of  the  cost  of  the  stocks  purchased. 

Consolidated  Balance  Sheet. 

The  method  of  forming  a  new  corporation  by  xneans  of  a 
holding  company  owning  the  stocks  of  other  corporations, 
as  described  above,  has  called  for  a  new  form  of  Balance 
Sheet,  which  will  clearly  set  forth  at  any  time  the  con- 
ditions so  created.  It  may  be  asked,  wherein  lies  the 
difference  between  a  corporation  holding  a  large  portion 
only  of  the  stocks  of  other  companies  and  a  corporation 
owning  the  whole  thereof,  or  such  a  substantial  proportion 
that  it  practically  controls  the  operations?  The  reason  for 
the  difference  is,  first — ^that  the  directors  of  the  subsidiary 
company  are  necessarily  the  nominees  of  the  holding  com- 
pany, and  that  consequently  the  whole  group  of  subsidiary 
companies  is  in  effect  managed  in  exactly  the  same  way  as 
if  they  were  integral  parts  of  the  organisation  of  the  hold- 
ing company  without  the  legal  fiction  of  separate  com- 
panies. Then,  again,  where  the  control  of  all  the  com- 
l)anies  is  practically  vested  in  the  same  board  of  directors, 
it  is  easy,  and  may  be  perfectly  proper,  for  one  company 
in  the  consolidation  to  loan  money  to  another  without 
security  in  a  way  which  would  be  entirely  improper  if  the 
companies  were  independent,  and  such  loan,  which  would 
be  treated  as  a  current  asset  of  the  holding  company, 
might  be  reprt'seiited  in  the  Balaiux*  Sheet  of  the  subsidiary 
company  by  capital  expenditures  or  even  by  losses,  and  is 
not  therefore  an  available  asset.  Moreover,  the  publication 
of  a  Balance  Sheet  of  the  holding  company  by  itself  will 
not  disclose  the  liabilities  which  subsidiary  companies 
may  have  incurred  to  outsiders  to  large  amounts  for  the 
preservation  of  the  property  of  the  holding  company.  In 
fact,  it  may  be  said  that  in  such  a  case  the  maintenance 
in  the  books  of  the  holding  company  of  the  stocks  of  the 
subsidiary  companies  at  original  cost  is  not  correct,  for  the 
reason  that  the  directors  have  a  readjr  means  in  their 


possession  of  adjusting  these  values  to  confonn  exactly  to 
the  results  of  the  operations  of  subsidiary  comfxanix. 
Any  appreciation  or  depreciation  therein  due  to  conditioni 
entirely  outside  of  the  organisation  should  clearly  not  be 
taken  into  account  for  the  reason  that  such  can  only  be 
realised  by  an  actual  sale  of  the  stocks  or  properties  to 
parties  outside ;  but  any  appreciation  or  depraciation  due 
to  operations  within  the  group,  or  to  profits  or  loans 
realised  upon  purchase  from  or  sales  to  outsiders,  must 
result,  so  far  as  these  transactions  are  concerned,  in  a 
corresponding  change  in  the  values  of  the  stocks  owned 
by  the  holding  company  and  should  be  reflected  in  its 
Balance  Sheet.  These  stocks  are  represented  in  the  sub- 
sidiary Balance  Sheets  by  capital  assets,  and  curreot  assets 
diminished  by  capital  and  current  liabilities ;  henoe,  if  the 
Balance  Sheet  of  the  holding  company  is  to  show  clearly 
the  true  position,  these  stocks  should  be  divided  in  such 
manner  as  to  show  how  much  of  them  is  r^resented  by 
fixed  or  capital  assets  which  cannot  be  realised  without 
interfering  with  the  operations  of  the  whole  group,  bow 
much  represents  fixed  assets  which  can  be  sold  if  desired 
without  interfering  with  the  operations;  how  much  is 
represented  by  current  assets  either  necessary  foe  the  pur- 
pose of  carrying  on  the  business  (such  as  inveatories, 
accounts  receivable,  working  cash  balances,  &c.)  or  avail- 
able for  immediate  sale  at  any  time  (such  as  marketable 
stocks  and  bonds) ;  and,  lastly,  by  how  much  this  total  (A 
assets  is  diminished  by  the  liabilities  that  may  have  been 
incurred  by  any  of  the  subsidiary  companies  in  respect 
thereof.  When  the  assets  and  liabilities  so  detailed  have 
been  segregated  there  will  still  remain  a  difierenoe 
between  the  cost  price  in  the  books  of  the  holding  com- 
pany of  the  stocks  of  the  subsidiary  company  and  the  net 
total  of  the  above  assets  and  liabilities,  and  this  will  be 
represented — 

(i )  ^y  a  debit  of  tlie  excess  above  par  paid  by  the  holding 
company  for  the  capital  stock  of  the  subsidiary  company. 

(2)  By  a  credit  of  the  surplus  earnings  of  the  subsidiary 
company  accrued  prior  to  the  date  of  purdiase. 

(3)  By  a  credit  of  the  surplus  earnings  of  the  subsidiary 
company  accrued  subsequent  to  the  date  of  purchase. 

The  first  of  these  items  represents  the  amount  paid  by  the 

holding  company  for — 

(c7i  The  surplus  existing  at  the  date  of  purchase  by  the 

holding  company,  and 
\b)  The  estimated  value  of  the  goodwill  of  the  subsidiai}' 

company  at  the  date  of  purchase. 

Item  (2),  then,  clearly  is  included  in  item  (i)  and  should 
be  deducted  therefrom.  Item  (3)  represonts  the  true 
surplus  accruing  to  the  holding xompany  out  of|tbe  earn- 
ings since  the  date  of  consolidation.  )Ovlv 
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It  will  be  seen  that  the  above  analysis  of  the  Investment 
Account  of  the  holding  company,  if  given  effect  to  and 
spread  on  the  Balance  Sheet  of  that  company,  will  give 
what  is  known  as  a  consolidated  Balance  Sheet  of  all  com- 
panies, provided  that  accounts  due  from  one  company  to 
another  in  the  consolidation  are  eliminated  ;  so  that  in  the 
result  the  consolidated  Balance  Sheet  will  show  the  actual 
position  of  the  whole  group  of  companies  in  their  relations 
to  stockholders,  and  to  the  general  public  outside  the  con- 
solidation.  It  is  submitted  that  no  statement  which  does 
not  so  disclose  the  true  facts  is  permissible  or  should  be 
allowed  by  any  public  accountant  to  be  put  forth  over  his 
signature. 

The  following  practical  example  will  perhaps  illustrate 
this  point :  A  holding  company  owned  the  stocks  of,  say, 
ten  subsidiary  companies.     The  results  of  the  operations 
of  these  ten  companies  for  a  complete  year  succeeding  the 
date  of  consolidation  resulted  in  a  loss  of  |i, 000,000,  no 
company  having  made  a  profit.     In  the  same  year  two  or 
more  of  the  subsidiary  companies  had  declared  dividends  to 
the  amount  of  $500,000  out  of  surplus  existing  prior  to  the 
consolidation,  with  the  result  that  the  books  of  the  hold- 
ing   company   at   the  close   of   the  year,   after  charging 
exi>enses  of  |ioo,ooo,  showed  a  profit  of  $400,000,  out  of 
which  dividends  to  the  amount  of  $300,000  had  been  paid 
to  its  stockholders.     At  the  close  of  the  year  the  current 
assets    of   the   holding   company,    consisting    entirely    of 
advances  to    subsidiary    companies,    amounted    to,   say, 
$3,000,000,  while  the  liabilities  of  the  holding  company, 
consisting  partly   of   loans   by   subsidiary   companies   of 
$500,000   and   partly    of   ordinary    current    liabilities    for 
interest,    &c.,    of   $500,000,    amounted   to   $1,000,000.     A 
Balance  Sheet  of  the  holding  company  prepared  from  its 
books,  entirely  ignoring  its  relations  with  subsidiary  com- 
panies, and  also  the  fact  that  earnings  can  only  arise  from 
profits  on  their  operations,  would  show  surplus  earnings 
of  $100,000,  and  a  surplus  of  current  assets  over  current 
liabilities  of  $2,000,000.    On  the  other  hand  the  subsidiary 
companies,  in  addition  to  the  advances  received  from  the 
parent  company,  had  been  borrowing  money  outside  for 
construction  purposes  and  to  make  good  losses,   with  a 
result  that  their  rnrren-t  liabilities  of  $5,000,000  exceeded 
tlicir  irnrreiit  a'-s<?ts  of  $^,(mj«i,(k^,  hy  $j,rKjc».«H.K>.  iiiduding 
advances  to  and  by  the  holding  company.     Tf  the  whole 
gioup  '.'f  Balance  bheets  were  consolidated  into  one  state- 
ment the  result  would  be  that  in  place  of  surplus  earnings 
-f  $ioc,oc3  there  would  be  a  deficit  cf  $i,qoo,oco.  in  addi- 
tion   to   $400,000   absorbed    by   the   holding   company    in 
eipcoses  and  dividends,  or  a  total  deficit  of  $1,400,000,  and 
in  place  of  a  surplus  of  current  assets  over  current  liabili- 
ties  of  $2,000,000  there  would  be   an  excess  of  current 
liabilities  over  current  assets  of  $1,000,000.    Theie  can  be 


no  question  that  under  the  conditions  here  given  a  Balance 
Sheet  of  the  holding  company  prepared  without  regard  to 
the  condition  of  the  subsidiary  companies  would  be 
entirely  misleading  to  the  stockholders  and  the  public,  and 
would  state  falsely  both  the  earnings  and  the  position  of 
the  company.  These  two  conditions  could  only  be  truly 
set  forth  by  submitting  to  the  stockholders  and  public  a 
properly  drawn  up  consolidated  Balance  Sheet. 

(The  Journal  of  Accountancy^  New  York.) 


Ifortfi  l^caro  since  tbe  ©pcrcn6*©urnefi 
Crasb* 


By  C.   Dawson-Philpot. 


On  May  10  forty  years  a^o  (and,  curiously  enough,  on 
the  same  day  of  the  week)  began  a  panic  affecting  banks 
and  other  credit  institutions  which,  for  its  disastrous  and 
wide-spreading  results,  has  never  been  equalled  in  this  or 
any  other  country.  On  the  Thursday  afternoon  on  that 
date  the  great  firm  of  Overend,  Gurney  &  Co.,  bill  brokers 
and  discount  bankers,  closed  their  doors  with  lia,bilities 
amounting  to  ;^2o,ooo,ooo,  and  thus  commenced  a  process 
of  liquidation  the  completion  of  which  was  announced  in 
The  Financial  News  of  November  16  1893.  On  May  11 
(Friday),  known  as  "Black  Friday,"  there  was  a  general 
bank  panic,  depositors  rushing  to  all  the  banks,  without 
exception,  to  withdraw  their  balances  and  deposits.  I  shall 
never  forget  the  sight  on  that  day ;  no  wheeled  traflfic  was 
possible  in  Lombard  Street,  everyone  pushing  and 
struggling  to  get  into  the  banks.  Many,  having  drawn 
their  money,  were  relieved  from  the  trouble  of  carrying  it 
home  by  the  numerous  thieves  who  were  waiting  on  them. 

The  two  banks  which  were  singled  out  particularly  for 
attack  v<rere  the  London  and  County  Bank  and  that  of 
Messrs.  Barnett,  Hoares  &  Co.,  both  having  thedr  offices  in 
Lombard  Street.  They  stood  manfully  to  their  guns,  pa>- 
ing  out  all  day  as  fast  as  their  cashiers  could  work,  and 
when  4  o'clock  (closing  time)  was  approaching  the  manager 
of  the  Loudon  and  County  ciinie  out  un  to  the  steps  of  the 
bank  and  announced  that  the  directors  would  keep  their 
doors  open  and  continue  payments  up  till  8  o'clock,  if 
necessary.  This  had  a  good  effect,  as  far  as  that  bank  was 
concerned ;  but  the  attack  on  the  other  banks  continued. 
Barnett-Hoares  suffered  especially  through  the  relation- 
ship  of  some  members  of  their  firm  to  some  of  the  partners 
of  Overend.  Gurney  &  Co.,  and  during  the  rush  on  Barnetts 
it  was  related  that  a  grateful  client,  who  had  been  greatly 
assisted  by  the  bank  to  make  the  fortune  he  had  acquired, 
sold  out  ;^ioo,ooo  of  Consols  for- cash  and  ostentatiously 
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paid  that  amount  in  to  his  credit  in  notes,  saying  "  I  shall 
be  paying  in  some  more  to-morrow."  It  is  said  that  that 
action  completely  stopped  the  run  on  the  bank,  at  all 
events  for  the  day.  The  incident  has  been  Uansf erred  to  a 
Tewkesbury  bank,  and  there  used  by  the  authoress  of 
"John  Halifax,  Gentleman." 

The  English  Joint  Stock  Bank,  founded  only  two  years 
before  by  the  amalgamation  of  the  West  Surrey  Bank  of 
Mangles  Brothers,  Hart,  Fellowes  &  Co.,  Nottingham, 
and  other  country  private  banks,  and  also  the  London 
banking  house  of  Roger  Olding  &  Co.,  Clement's  Lane, 
with  36  branches,  did  not  open  its  doors  on  Friday  morn- 
ing, and  failed  for  upwards  of  ;^i, 000,000.  This  was 
followed,  shortly  after,  by  the  stoppage  of  the  Bank  of 
London  and  the  Consolidated  Bank,  the  private  bank  ol 
Messrs.  Price  &  Co.,  King  William  Street,  City,  and  that 
of  Messrs.  Tuget,  Bainbridge  &  Co.,  St.  Paul's  Churchyard. 
Kumours  were  set  afloat  affecting  the  credit  of  the  Agra 
and  Masterman's  Bank,  an  amalgamation,  a  few  years  pre- 
viously, of  Messrs.  Masterman,  Peters,  Mildred  &  Co.,  of 
Nicholas  Lane,  and  the  Agra  and  United  Service  Bank. 
The  statements  that  they  were  hung  up  by  advances  on 
produce  warrants  connected  with  the  East — such  as  tea, 
coffee,  jute,  and  other  commodities — proved  only  too  true, 
and  this  bank  closed  its  doors  and  added  to  the  general 
distrust.  The  failure,  at  this  time,  also  took  place  of  the 
Bank  of  Hindustan,  China,  and  Japan,  with  eirtensive 
liabilities,  and,  being  in  intimate  relations  with  the 
Alliance  Bank  of  London  and  Liverpool,  this  affair  caused 
great  loss  to  the  latter  bank. 

The  shares  of  several  other  banks  were  attacked  by  bear 
selling,  either  through  spite  or  antagonistic  interests,  ani 
this  gave  rise  to  the  Act  passed  through  the  energy  and 
public  spirit  of  Mr.  Leeman,  M.P.  for  York,  which  enacts 
that  no  sale  of  bank  shares  can  be  made  without  specify- 
ing the  distinctive  numbers  of  the  shares  sold.  It  is  known 
as  Leeman' s  Act.  At  this  time  the  Bank  rate  was  10  per 
cent.,  and  12  per  cent,  was  charged  by  the  banks  (who 
were  able  to  discount  at  allj  for  the  best  bank  remittance 
paper,  'llie  Bank  of  England  could  not  make  advances, 
even  on  Consols,  their  limit  of  note  issue  having  been 
reached,  and  the  stock  of  bullion  was  down  to  danger 
point.  A  Cabinet  Council  was  hastily  summoned,  with 
the  result  that  the  late  Mr.  Gladstone  (Chancellor  of  the 
Exchequer)  came  down  to  the  Bank  of  England  with  a 
mandate  from  the  Government  suspending  the  Bank  Act 
of  1844  (limiting  the  issue  of  notes),  and  this  had  the  effect 
of  relieving  the  pressure.  The  Three  per  Cent.  Consols, 
which  had  fallen  to  85,  began  to  improve  slightly,  and  the 
worst  seemed  to  be  over.  Such  was  the  financial  exhaus- 
tion that  literally  no  business  was  done  for  the  rest  of  the 
year,  and,  the  bonded  warehouses  being  full  to  overflowing 


with  produce,  few  imports  were  recorded,  with  the  result 
that  in  January  1867  the  Bank  rate  had  fallen  to  i>^  per 
cent.,  with  money  almost  unlendable. 

During  the  height  of  the  panic  various  schemes  were 
resorted  to  by  the  managers  of  what  were  then  known  as 
the  five  great  joint-stock  banks  of  London ;  meetings  were 
held,  attended  by  the  representatives  of  each  of  these 
banks,  after  office  hours,  and  figures  compared,  and  it  was 
found  that  in  most  cases  withdrawals  from  one  bank  had 
been  deposited  with  another,  and  it  was  agreed  that  they 
should  unite  for  mutual  help,  so  that  the  money  withdrawn 
from  one  bank  singled  out  for  attack  should  be  handed 
back  to  it  as  an  advance  till,  perhaps  in  a  few  days,  the 
balance  would  turn  the  other  way,  and  the  helped  became 
the  helper.  Other  means  were  resorted  to  to  supply  the 
banks  with  sufficient  notes  for  their  tills  by  the  Bank  of 
England.  It  is  well  known  that  every  bank  and  banker  in 
I^ondon  keeps  an  account  with  the  Bank  of  England  for 
clearing  purposes,  and  the  Bank  allowed  their  confreres  to 
draw  what  notes  they  required  for  the  day  at  9  o'clock  in 
the  morning,  even  in  excess  of  their  authorised  note  issue, 
on  the  understanding  that  all  that  were  not  used  should  be 
brought  back  and  paid  in  directly  after  4  o'clock,  the  Bank 
of  England  keeping  their  books  open  for  the  purpose.  Of 
course,  the  necessity  for  this  was  obviated  as  soon  as  the 
Bank  Act  was  suspended  by  the  Government. 

We  must,  however,  look  deeper  for  the  cause  of  this 
upheaval  in  the  finances  of  the  country  than  the  simple 
distrust  of  the  banks  and  credit  companies  which  then 
existed.  The  real  cause  of  the  panic  was  over-production, 
gambling  in  futures,  aided  by  the  banks,  the  establishment 
of  new  banks  which  were  not  required,  and  without  solid 
bases,  palatial  hotels  in  some  localities  which  were  large 
enough  to  accommodate  the  whole  of  the  inhabitants  of  the 
towns  they  were  intended  to  serve,  and  other  schemes  of 
every  conceivable  sort.  The  shares  of  all  these  innumerable 
and  fanciful  schemes  were  quoted  at  a  substantial 
premium  before  allotment ;  the  shares  were  of  £^  or  over 
(the  ;^i  share  was  not  known  then),  not  more  than  £2  or 
£2  105.  was  to  be  called  up  on  ailotment,  and  the  j^emium 
hunters  rushed  in,  only  to  find  that  after  th^  had  got  their 
shares  the  premium  had  disappeared,  and  the  shares  were 
unsaleable  even  at  5s.,  and  a  liability  for  calls  facing  them. 
If  the  public  attempted  a  bear  raid  they  found  all  the 
shares  had  been  pooled  by  the  promoter  and  directors, 
and,  of  course,  the  public  were  bitten  that  way,  by  having 
to  buy  back  in  the  market  at  an  enormous  premium,  quite 
out  of  proportion  to  any  merits  the  company  might  possess. 

This  mad  speculation  began  some  time  in  1863,  aad  con- 
tinued with  increasing  intensity  during  1864,  and  especially 
during  the  closing  months  of  1865,  culminating,  as  I  have 
described,  in  May  1866.    It  was  wonderful,  however,  how 
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quickly  the  country  then  appeared  to  recover  its  wonted 
prosperity,  as  in  1868  the  effects  seemed  to  have  wholly 
disappeared.  I  have  often  wonderedj  with  that  recollection 
in  my  mind,  why  the  disastrous  effects  of  the  Boer  War  of 
1899-1901  and  the  slump  in  prices  of  the  South  African 
mining  and  finance  shares,  caused,  as  in  1865-66,  by  over- 
inflation  in  prices,  has  now  continued  for  seven  years,  and 
recovery  seems  as  far  off  as  ever.  A  large  number  of  new 
banks  sprang  into  life  during  this  period,  many  of  which 
had  only  a  short  existence.  Most  of  them  went  into 
liquidation,  and  the  remainder  merged  their  identity  into 
other  banks. 


Mr.  MacLeod's  AccorNT. 

We  take  the  following  supplementary  details  from  the 
well-known  work  on  "  Banking/*  by  Mr.  Macleod : 
•"  Towards  the  end  of  January  the  difficulties  began.  Tht 
first  company  that  went  was  the  Joint  Stock  Discount  Com- 
pany, in  February.  This  spread  a  general  feeling  of  alarm, 
as  the  doings  of  this  company  were  merely  a  type  of  a  large 
amount  of  business  which  was  known  to  have  been 
engaged  in  by  numerous  other  companies.  In  March, 
Bamed's  Bank,  at  Liverpool,  stopped  payment,  with 
liabilities  of  upwards  of  ;f3, 500,000.  Several  great  rail- 
way contractors  suspended,  involving  in  discredit  the  com- 
panies with  whom  they  were  known  to  have  financed. 

"On  May  3  the  Bank  raised  its  discount  to  7  per  cent. 
Everyone  now  felt  that  the  long-dreaded  crisis  had  at  last 
come.  The  air  was  thick  with  rumours.  Everyone  knew 
now  that  it  was  merely  a  question  of  weeks — perhaps  of 
days — when  the  storm  should  burst.  On  May  8  the  Bank 
raised  its  discount  to  8  per  cent.  .  .  .  It  is  possible 
that  the  excitement  might  have  passed  off,  as  the  Bank  had 
a  fair  reserve  in  the  banking  department  and  abundance  of 
bullion  in  the  issue  department.  On  May  9  the  Bank 
raised  the  rate  to  9  per  cent.  On  this  day,  however, 
occurred  the  event  which,  it  is  probable,  produced  the 
great  panic.  The  Mid-Wales  Railway  Company  had 
accepted  bills  of  exchange  to  the  amount  of  ;^6o,ooo,  which 
were  held  by  three  parties — Bateman,  Overend,  Gurney  & 
Co..  and  the  National  Discount  Company.  The  company 
had  dishonoured  the  bills,  and  actions  had  been  brought 
against  it  by  the  three  parties  above  named.  As  ill-fortune 
would  have  it,  judgment  in  these  actions  was  delivered  on 
May  9,  in  the  very  height  of  the  excitement.  The  Court 
of  Common  Pleas  held  unanimously  that  the  railway  com- 
pany had  no  authority  whatever  to  accept  such  bills,  and, 
consequently,  that  they  were  invalid,  and  so  much  waste 
paper. 

"For  somie  tiane  back  it  was  known  that  Overend, 
Gurney  &  Co.  were  very  deep  in  with  contractors  and  other 


parties;  moreover,  they  held  forged  bills  of  another  firm 
to  a  large  extent.  Their  shares  had  been  pressed  on  the 
market,  and  were  going  down.  This  fall  in  their  shares 
produced  a  steady  withdrawal  in  their  deposits.  The  judg- 
ment in  the  case  of  the  Mid-Wales  Railway  converted  this 
into  a  complete  run,  and  on  the  afternoon  of  Thursday. 
May  10,  the  terrible  news  spread  through  London  that  the 
great  establishment  had  stopped  payment — the  most 
stupendous  failure  that  had  ever  taken  place  in  the  City. 
This  news  only  spread  about  aiter  banking  hours ;  but 
everyone  could  see  what  the  effects  would  be  the  next 
morning.  The  Chancellor  of  the  Exchequer  said  in  the 
House  that  the  oldest  inhabitant  in  the  City  declared  that 
the  excitement  was  without  a  parallel. 

"The  announcement  of  the  suspension  of  the  Bank 
Charter  Act  produced  the  best  effects  the  next  morning. 
The  Bank  raised  its  rate  to  10  per  cent.,  and  everything 
calmed  down ;  and  though,  subsequently,  some  other 
stoppages  took  place,  yet  the  knowledge  that  the  Bank 
had  power  to  make  advances  on  good  securities  abated  the 
panic.  On  May  18  the  Chancellor  of  the  Exchequer  stated 
that  the  Bank  had  advanced  ;^i 2,225,000  in  five  days.  The 
sum  that  was  paid  away  during  the  panic  can  probably 
never  be  known ;  but  it  was  something  perfectly  fabulous. 
It  has  been  said  that  one  great  bank  alone  paid  away 
;^2,ooo,ooo  in  six  hours.  The  establishments  that  stopped 
payment  were  as  follow:  — 


Overend,  Gurney  &  Co. 
English  Joint  Stock  Bank  . . 
Oriental  Commercial  Bank  . . 
N.  Z.  Banking  Corporation  .. 
Hallet,  Ommanney'&  Co.  . . 
Imperial  Mercantile  Credit  . . 
Commercial  Bank  of  India  . . 

European  Bank 

Robinson,  Ceryton  &  Co. 

Alliance  Financial  Co 

Bank  of  London  ~ 
Consolidated  Bank 
Agra  &  Masterman's   . . 


Paid-up 
Capital 

Reserve 

Liabilities 

£ 

£ 

£ 

1,500,000    . 

— 

.  11,000,000 

150,000    . 

6,000   . 

800,000 

375,000    . 

.    49,500   . 

— 

80,000    . 

.    16,000   . 

136,000 

— 

— 

238,000 

500,000    . 

— 

.  not  stated 

1,000,000    . 

.  238,802   . 

— 

644.490    . 

•    31,393   . 

.     2,112,838 

20,000    . 

— 

_ 

400,000    . 

.  302,324   . 

.     4,335,877 

600,000 

.    71.808   . 

.     3,817,999 

1,500,000    . 

.  500,000   . 

.    15,582,002 

"The  liabilities  given  above  were  according  to  the  last 
published  Balance  Sheets,  though  they  were  greatly 
diminished  during  the  panic.  Besides  these  stoppages, 
several  other  banks  connected  with  the  East  confessed  to 
enormous  losses.  Thus,  the  Bank  of  Hindostan,  China, 
and  Japan  stated  its  profits  at  ;f  23,485  and  its  losses  at 
;^87,796,  with  a  further  expected  loss  of  ;^7o,ooo;  the 
Asiatic  Banking  Company  stated  its  profits  at  ;^6i,494  and 
its  losses  at  ;^i42,ooo ;  the  Bank  of  Queensland  stated  its 
profits  at  ;^io,i73  and  its  losses  at  ;^42,o7i.  What  losses 
the  other  banks  sustained  we  have  no  means  of  knowing, 
though  they  were  probably  heavy." 
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failures  and  Xills  ot  Sale  in  £ndlan& 
mb  TROales* 

According  to  Kemp's  Mercantile  Gaxette^  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  May  nth,  was  161,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  London  Gasette, 
82 ;  Deeds  of  Arrangement  registered,  79.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were  : 
Bankruptcies,  79 ;  Deeds  of  Arrangement,  82— total,  161 ; 
being  no  alteration.  The  total  number  of  commercial 
failures  recorded  during  the  19  weeks  of  the  present  year  is 
3.153!  the  total  number  recorded  in  the  corresponding  19 
weeks  of  last  year  was  3,416,  showing  a  decrease  of  263. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
May  nth,  was  137.  The  number  in  the  corresponding  week 
of  last  year  was  145,  showing  a  decrease  of  8.  The  total 
number  filed  during  the  19  weeks  of  the  present  year  is 
2,894  ;  the  total  number  filed  in  the  corresponding  19  weeks 
of  last  year  was  3,215,  showing  a  decrease  of  321. 


Debentures. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week 
ending  Friday,  May  nth,  amounted  to  /2,386,234,  by  way 
of  addition  to  /i, 01 1,220,  previously  iss\ied  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  3rear  was  ;f573.i66  showing  an  increase  of 
/*!, 813,068.  The  total  amount  registered  during  the  19 
weeks  of  the  present  year  was  /31, 778,099  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  ^28,648,540  for  the  corresponding  19  weeks 
in  1905,  showing  an  increase  of  ;f  3, 129,559. 


The  Profession  in  Scotland. 


Society  of  Aeeoontaiitg  In  Aberdeen. 


At  a  special  general  meeting  of  the  Society  of  Account- 
ants in  Aberdeen,  held  within  the  offices  of  the  Society, 
6  Golden  Square,  Aberdeen,  on  Wednesday  last,  Mr.  James 
Milne,   C.A..    presiding,    the    following   gentlemen   were 


unanimously  admitted  members  of  the  Society— namely, 
Mr.  J.  G.  Slessor,  late  apprentice  to  Mr.  Harvey  Hall, 
C.A.,  and  Mr.  A.  H.  Maclear,  late  apprentice  to  Messrs. 
James  Meston  &  Co.,  C.A.,  31  Walbrook,  London,  E.G. 


Sanfi  Hate  of  IHscount 


April  14th  1904 3i% 

n     aist      „ 3% 

March  gth  1905 t\% 

Sept.  7th      „         3% 

M   28th     „         4% 

April  5th  1906       i\% 

May  4th 4% 
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XeaMnd  articles. 


Local  Authorities  and  Secret  Reserves. 


'THE  long  awaited  Report  of  the  Committee 
appointed  by  the  East  Ham  Corporation 
to  deal  with  the  Local  Government  Board 
Auditor's  criticisms  of  the  district's  finances 
generally  and  the  so-called  Secret  Trust  Fund 
has  at  length  been  issued,  and  in  another 
column  we  reproduce  so  much  thereof  as  has 
appeared  in  the  columns  of  The  Municipal 
Journal. 

Before  dealing  with  this  Report  we  should 
like  to  enter  our  protest  against  the  way 
in  which  discussion  of  this  question  has 
been  stopped.  Some  of  our  contemporaries 
in  an  ill-advised  moment  published  extracts 
from  the  District  Auditor's  Report,  and, 
acting  upon  the  not  unreasonable  assumption 
that  the  published  report  of  a  Government 
ofUcial  was  matter  of  sufficient  public  interest 
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to  render  any  legitimate  comment  thereon  a 
privileged  communication,  proceeded  to  discuss 
and  to  express  their  views  upon  its  contents. 
Certain  proceedings  were  in  consequence  insti- 
tuted for  libel,  and  the  whole  matter  was  thus 
placed  sub  judice,  and  further  discussion 
thereof  upon  its  merits  would  have  been  a 
contempt  of  Court.  We  express  no  opinion 
whatever  upon  the  unreasonableness  of  the 
comments  that  may  have  been  made  by  others, 
but  we  should  have  thought  that  all  concerned 
would  have  courted  every  possible  inquiry  and 
discussion,  rather  than  such  discussion  should 
have  been  rendered  impossible  until  the  whole 
matter  had  become  more  or  less  ancient 
history. 

So  far  as  we  ourselves  are  concerned,  we  do 
not  propose  after  this  lapse  of  time  to  deal 
with  the  whole  matter  item  by  item  and 
attempt  to  arrive  at  any  general  conclusion  as 
to  whether  or  not  the  Report  of  the  District 
Auditor  was  justified  by  the  facts  then  at  his 
disposal ;  for  doubtless  the  matter  will  not  rest 
at  its  present  stage,  and  therefore  any  such 
expression  of  opinion  would,  we  think,  even 
yet  be  premature.  The  point,  however,  which 
strikes  us  as  being  of  the  most  general  interest, 
and  as  being  of  the  most  general  application, 
is  as  to  whether  under  any  conceivable  circum- 
stances a  local  authority  is  justified  in  estab- 
lishing a  Secret  Reserve ;  and,  if  so,  what  sort 
of  payments  it  is  justified  in  making  out  of  the 
reserve  so  established. 

Until  this  problem  presented  itself  we  must 
confess  that  we  had  not  altogether  grasped  the 
significance  of  the  distinction  between  the 
Receipts  and  Payments  system  of  accounting 
and  the  Revenue  basis  as  applied  to  local 
authorities,    and     we    very     much     question 


whether  that  significance  had  been  duly  appre- 
ciated by  the  Local  Government  Board.  If  it 
had,  we  can  well  understand  its  reluctance  to 
substitute  the  latter  system  for  the  former, 
although  its  attitude  upon  the  question  would 
have  been  far  better  understood  had  its  reasons 
been  given.  Under  the  Receipts  and  Pay- 
ments system  it  is  perfectly  clear  that  if  any 
moneys  be  received  which  are  not  included  in 
the  accounts,  or  if  any  items  are  stated  as  pay- 
ments which  do  not  represent  payments  in 
fact,  but  merely  transfers  through  a  Secret 
Reserve,  accounts  so  compiled  would  be  false^ 
and  could  by  no  possibility  be  defended  as  full 
and  complete  statements  of  fact.  Upon  the 
Revenue  system,  however,  many  items  are 
necessarily  taken  credit  for  as  income  which 
have  not  yet  been  actually  received  in  cash ; 
and  in  the  case  of  those  items  concerning 
which  there  is  any  doubt  as  to  whether  they 
will  eventually  be  so  received  or  not  there  must 
necessarily  be  some  discretion  imposed  with 
the  accounting  parties  as  to  whether  these 
uncertain  items  ought  to  be  included.  Simi- 
larly with  regard  to  the  expenditure  which  no 
longer  represents  actual  payments,  but  an 
estimate  of  all  payments  or  losses  that  may 
occur  over  an  extended  period,  equitably  appor- 
tioned so  that  the  current  period  may  bear  its 
due  share  of  the  burden,  there  is  again  legiti- 
mate scope  for  differences  of  opinion  and 
differences  of  treatment.  The  system  not 
merely  lends  itself  to  the  creation  of  reserves, 
but  necessitates  their  creation  in  the  great 
majority  of  cases.  With  accounts  kept  upon 
this  system  it  is  always  extremely  difficult,  and 
often  impossible,  to  draw  a  hard  and  fast  line 
between  what  is  a  legitimate  reserve  properly 
required  to  enable  the  finances  of  the  under- 
taking to  be  stated  upon  a  prudent  basis,  and 
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what  is  an  improper  manipulation  of  the 
accounts  undertaken  partly  with  a  view  to 
providing  for  expenditure  the  full  particulars 
of  which  it  is  not  desired  to  disclose. 

Whatever  may  be  the  merits  of  the  East 
Ham  controversy  it  has  at  least  brought  to 
light  the  fact,  previously  overlooked,  that  by 
abandoning  the  Cash  system  the  Local 
Government  Board  has  opened  the  door  to  the 
creation  of  Secret  Reserves — which,  although 
admittedly  sometimes  legitimate,  and  even 
advantageous,  are  an  indisputable  opening  to 
abuse.  The  accounts  published  by  undertak- 
ings which  keep  Secret  Reserves  are  not  the 
accounts  of  those  undertakings  at  all,  but 
merely  a  selection  of  those  items  in  the 
accounts  which  the  accounting  parties  think  it 
desirable  to  make  public.  In  the  case  of 
certain  commercial  undertakings  the  share- 
holders may  have  sufficient  confidence  in  their 
directors  to  be  willing  to  put  up  with  this 
qualified  disclosure  of  facts,  but  with  local 
authorities  it  is,  we  think,  another  matter, 
in  that  such  accounts  are  entirely  valueless 
unless  both  the  ability  and  the  bona  fides 
of  the  accounting  parties  are  beyond  ques- 
tion, and  under  those  circumstances  any  form 
of  published  accounts  seems  superfluous.  It  is 
not,  of  course,  to  be  supposed  that  we  are  for 
one  moment  advocating  a  reversion  to  the 
Receipts  and  Payments  system,  which  is  clearly 
quite  inadequate  to  meet  latter-day  require- 
ments, and  incidentally  possesses  certain  dis- 
tinct disadvantages  of  its  own.  But  if  the 
creation  and  manipulation  of  Secret  Reserves 
is  to  be  discouraged,  it  is,  we  think,  essential 
that,  in  addition  to  the  Revenue  Account,  local 
authorities  should  be  required  to  in  all  cases 
publish  full  and  complete  statements  of  their 
receipts  and  payments  in  sufficient   detail  to 


make  it  impossible  for  any  items  to  be 
excluded  from  publication  save  by  deliberate 
falsification  of  the  books.  If  the  published 
accounts  are  to  serve  any  useful  purpose  it  is 
to  enable  ratepayers  to  judge  for  themselves  as 
to  the  manner  in  which  the  finances  of  their 
locality  are  being  administered  by  their  elected 
representatives.  If  they  fail  to  serve  this 
purpose  they  are  worse  than  useless,  in  that 
an  inaccurate  or  incomplete  statement  of  the 
position  is  necessarily  more  misleading  than 
the  withholding  of  all  information  with  regard 
thereto. 


What  is  a  Partial  Audit? 

[  N  our  Law  Reports  this  week  we  give  a  full 
^  account  of  the  case  of  Smith  v.  Sheard, 
which — after  a  hearing  extending  over  three 
days — was  decided  by  Mr.  Justice  Bray  and  a 
special  jury  at  the  Liverpool  Assizes  on  the 
nth  inst.,  and  which  raises  some  questions  of 
considerable  professional  interest,  wholly  irre- 
spective of  the  somewhat  startling  finding  of 
the  jury. 

So  far  as  can  be  gathered  from  our  report, 
for  which  ive  are  indebted  to  the  Liverpool 
Courier,  it  appears  that  in  1902  the  partnership 
formerly  subsisting  between  the  plaintiff  (Mrs. 
Mary  Ann  Smith)  and  a  Mr.  Dickinson  had 
been  dissolved,  that  the  plaintiff  then  had 
occasion  to  consult  her  creditors,  and  that  they 
agreed  to  give  her  time  to  pay  the  debts  con- 
nected with  the  business  on  condition  that 
Mr.  FosBROOKE,  the  partner  of  the  defendant 
(Mr.  Theodore  S.  Sheard,  A.C.A.),  continued 
to  have  charge  of  the  books.  As  to  what 
exactly  was  comprised  in  this  arrangement  is  a 
little  vague  in  the  available  reports,  but,  as  his 
Lordship  stated  in  the  course  of  his  summingr 
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up,  it  was  vital  to  see  what  work  the  defendant 
did  before  the  arrangement  with  Mrs.  Smith, 
and  there  was  not  the  shadow  of  a  doubt — 
although  it  was  for  the  jury  to  decide — ^that 
before  that  time  the  defendant  was  not 
employed  to  audit  the  books,  and  never  did 
audit  them. 

In  December  1902  the  plaintiffs  cashier,  who 
has  since  been  prosecuted  and  is  now  dead, 
appears  to  have  made  fictitious  entries  in  the 
books,  and  to  have  appropriated  money  belong- 
ing to  his  employers,  and  the  present  action 
was  brought  by  Mrs.  Smith  for  damages  for 
neglect  and  carelessness  on  the  part  of  the 
defendant  in  the  audit  of  her  books,  by  means 
of  which  she  incurred  heavy  losses  consequent 
on  frauds.  The  defence  was  that  the'defendant 
had  never  been  employed  to  audit  the  books, 
and  in  point  of  fact  had  never  done  so,  but  that 
his  investigation  was  limited  to  the  preparation 
from  the  books  of  periodical  statements  of 
account  for  the  information  of  creditors.  It 
was  admitted,  however,  that  the  word  "  audit " 
had  inadvertently  been  used  in  a  statement  of 
account  rendered  by  the  defendant  to  the 
plaintiff  in  respect  of  his  charges  in  the  matter. 
At  the  same  time  the  evidence  showed  that  the 
defendant  had  never  given  an  audit  certificate, 
nor  had  he  signed  the  various  periodical 
accounts. 

So  far  as  can  be  judged  from  the  report  before 
us  it  would  certainly  appear  that  Mr.  Sheard's 
employment  was  limited  to  the  preparation 
from  the  books  of  account  of  such  periodical 
statements  as  might  be  required  by  the  creditors 
from  time  to  time  to  satisfy  themselves  that 
the  business  was  proceeding  satisfactorily. 
Without  attaching  too  much  importance  to  the 
absence  of  any  form  of  certificate  as  to  the 


accuracy  of  the  accounts  signed  by  the  defend- 
ant, it  seems  to  us  perfectly  reasonable  that 
from  this  limited  point  of  view  all  that  seems  to 
have  been  required  was  the  production  of 
periodical  Balance  Sheets  showing  the  then 
existing  position  of  affairs.  If  these  Balance 
Sheets  recorded  the  true  facts,  after  deducting 
the  losses  arising  through  the  dishonesty  of  the 
late  cashier,  it  seems  difficult  in  the  extreme  to 
find  any  evidence  of  negligence  on  the  part  of 
the  defendant.  If,  on  the  other  hand,  the  assets 
shown  by  these  Balance  Sheets  included  (say) 
debts  which  were  no  longer  owing  to  the 
business,  inasmuch  as  they  had  been  collected 
by  the  cashier  and  the  proceeds  embezzled,  the 
position  would  undoubtedly  be  less  clear. 

It  may  be  pointed  out,  however,  at  this  stage 
that,  as  was  shown  in  the  case  of  The  London 
Oil  Storage  Company,  Lim.  v.  Seear,  Hasluck  & 
Co.,  something  very  much  stronger  than  the 
combination  of  an  audit  which  failed  to  disclose 
dishonesty,  and  the  fact  that  losses  had  been 
sustained  as  a  result  of  such  dishonesty,  is 
necessary  in  order  to  saddle  the  auditor  with 
the  full  consequences  of  his  failure  to. detect 
without  delay  such  losses  as  may  have  been 
sustained  or  such  falsifications  of  account  as 
may  have  been  perpetrated.  His  Lordship's 
summing  up  seems  to  follow  these  lines,  and  is, 
we  think,  as  clearly  in  favour  of  the  defendant 
as  would  be  possible,  consistent  with  judicial 
impartiality. 

Notwithstanding,  however,  the  clear  lead 
given  to  the  jury  by  Mr.  Justice  Bray,  that 
body,  after  an  abortive  finding  which  his 
Lordship  refused  to  accept,  ultimately  returned 
a  verdict  in  favour  of  the  plaintiff,  and  we  under- 
stand that  it  was  arranged  that  the  question  of 
damages  should  be  referred  to  an  assessor. 
While  entirely  agreeing  that  this  is  a  far  more 
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satisfactory  way  of  arriving  at  an  equitable 
figure  than  relying  upon  some  haphazard  finding 
of  a  jury,  it  is,  we  think,  to  be  regretted, 
inasmuch  as  it  appears  to  indicate  an  acceptance 
of  the  verdict  by  the  defendant,  whereas,  unless 
the  report  before  us  errs  greatly,  there  would 
appear  to  be  strong  ground  for  applying  for  a 
new  trial. 

The  point  upon  which  it  seems  to  us  that 
this  decision  in  Smith  v.  Sheard  is  so  eminently 
unsatisfactory  is  that,  if  it  means  anything  at 
all,  it  seems  to  amount  to  a  finding  that  an 
auditor  may  be  made  responsible  for  the  literal 
accuracy  of  figures  put  together  by  him,  not- 
withstanding the  fact  that  by  refraining  from 
signing  or  certifying  those  figures  he  has  clearly 
done  everything  in  his  power,  short  of  expressly 
stating  that  he  does  not  believe  them  to  be 
accurate,  to  avoid  putting  them  forward  upon 
his  own  responsibility.  Moreover,  it  seems 
almost  impossible  to  avoid  the  conclusion 
that  the  jury  accepted  the  extraordinary 
statement  made  by  Mr.  Arthur  Whittaker, 
A.C.A.,  in  the  course  of  his  evidence,  that 
he  did  not  think  there  was  any  difference 
between  a  partial  audit  and  a  complete 
audit.  These  words  taken  literally  may 
be  unexceptionable,  but  taken  in  their 
context,  as  reported,  suggest  that  it  was 
intended  to  assert  that  all  audits  are  alike,  and 
that  the  liabilities  in  respect  of  a  partial  audit 
are  exactly  the  same  as  the  liabilities  in  con- 
nection with  a  complete  audit — an  assertion 
which  we  have  no  hesitation  in  saying  is  inde- 
fensible. So  far  as  the  audit  of  the  accounts 
of  private  individuals  is  concerned,  the  ques- 
tion is  entirely  one  of  contract  between 
the  parties,  and  the  term  as  such  has,  we 
think,    no    definite    and    invariable  meaning. 


We,  for  our  part,  should  be  prepared  to  argue 
that  the  responsibility  of  the  accountant  in 
such  matters  is  limited  to  the  proper  perform- 
ance of  those  duties  which  he  undertook,  and 
that  it  must  in  all  cases  be  a  question  of  fact 
as  to  what  duties  were,  and  were  not,  com- 
prised under  the  arrangement  which  is  described 
by  the  term  "audit."  The  defendant's  case 
here,  however,  was,  it  seems  to  us,  far  stronger 
than  this,  in  that  we  can  discover  no  evidence 
that  he  ever  undertook  to  audit  the  accounts 
save  the  use  of  the  word  "audit"  in  a  bill  of 
charges ;  moreover,  the  most  definite  evidence 
upon  the  point  at  issue  was,  it  seems  to  us, 
that  given  by  Mr.  Fosbrooke,  who  stated  that 
in  August  1904,  when  the  plaintiff  had  got 
clear  of  her  creditors,  she  asked  him  what  a 
complete  audit  would  cost,  and  that  he  then 
quoted  a  fee  for  such  audit.  It  is  difficult  to 
imagine  that  anyone  who  believed  that  their 
accounts  were  at  the  present  time  being  submitted 
to  a  complete  audit  would  inquire  what  the  fee 
for  such  an  audit  would  be,  and  under  these 
circumstances  the  finding  of  the  jury  that  there 
was  in  1902  an  agreement  for  a  complete  audit 
can,  we  think,  only  be  described  as  incompre- 
hensible. We  trust  that  the  case  will  receive 
that  attention  at  the  hands  of  our  readers 
which  its  importance  demands,  and  that  such 
steps  will  be  taken  as  may  seem  necessary  to 
avoid  the  perpetuation  of  so  undesirable  and 
unreasonable  a  precedent. 


Accountants'  Certificates   in  Prospectuses. 


T  T  has  been  frequently  pointed  out,  both  in 

these  columns  and  by  various  successive 

Presidents  of  the  Institute,  that  certificates  or 

reports  furnished  by  members  of  the  profession 
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for  inclusion  in  a  prospectus  inviting  subscrip- 
tions of  capital,  ought  in  all  cases  to  be  care- 
fully confined  to  statements  of  existing  or  past 
facts,  and  shquld  in  no  cases  attempt  to  fore- 
cast the  future.  There  can  at  the  present  time, 
we  imagine,  be  no  difference  of  opinion  among 
responsible  members  of  the  profession  upon  so 
elementary  a  point  as  this,  but  from  time  to 
time  our  attention  is  directed  to  prospectuses 
which  include  so-called  "  certificates  "  signed 
by  professional  accountants  which  infringe  this 
somewhat  important  rule. 

As  a  case  in  point  we  instance  the  following, 

which    appeared    in    a    prospectus    recently 

issued : — 

1906. 

To  the  Directors  of  the Company. 

Gentlemen, — I  have   perused   the   Report   on   your 

property  at  Goudhurst,   Kent,   made  by  Mr.  , 

A.M.I.C.E.,  M.I.M.E.,  in  which  he  states  that  the  extent 

of  the  area  to  be  covered  within  certain   neighbouring 

districts  should  result  in  the  sale  of  over  50.000,000  cubic 

feet  of  gas  per  annum.     Upon  this  basis,  and  taking  the 

price  at  present  received  for  your  supply  of  gas,  viz.,  5s. 

per  1,000  cubic  feet,  and  calculating  the  sales  of  coke,  tar, 

residuals,  &c.,  at  current  market  prices,  I  certify  that  the 

profits  should  be  as  follows : — 

£  9  d 

By  Sale  of  50,000,000  Cubic  Feet  of  Gas  at  5s.  per  i.ooo    12,500  o  o 
,       m        Coke,  Tar,  and  Residuals,  includiiig  Meter 

Rentals     ..        ••        ..        ..  ..      2,520  o  o 

^«*—  15,020    o    o 

Cost  of  Coal  for  50,000,000  Cubic  Feet 

of  Gas  and  Purification £5,166  13  4 

Repairs,  Renewals,  Services  to  Mains, 

&c.,  6d.  per  1,000  Cubic  Feet  ..  1,250    00 

Directors'  Fees,  Wages,  Cartage,  and 

Miscellaneous  Expenses         ..       ..     1,750    00 

8,166  13    4 

Leaving  a  Total  Net  Profit  of  . .        . .    £6,853    6    8 

I  am,  Gentlemen,  yours  truly, 

,  Chartered  Accountant. 

£      s   d 

The  Net  Profit  as  per  above  Certificate 6,853    6    8 

To  pay  6  per  cent,  on  6,000  Preference 

Shares  will  absorb £i>8oo  o  o 

To  pay  14  per  cent,  on  4,000  Ordinary 
Shares  will  absorb 2,800  o  o 

4,6oo    o    o 

Leaving  a  Surplus,  available  for  further  Dividends  on    

the  Ordinary  Shares  and  Reserve  Fund        . .        . .    £2,253    6    8 

It  will  be  seen  that  the  figures  comprised  in 


the  above  so-called  certificate  represent  mere 
calculations  which  any  ordinarily  intelligent 
office-boy  could  perform,  assuming  the  correct- 
ness of  the  data  supplied  by  the  Engineer 
referred  to,  which  data  have,  so  far  as 
can  be  gathered,  been  accepted  without 
question,  and  have  certainly  been  accepted 
without  any  definite  reasons  for  so  doing  being 
stated.  Assuming  that  fifty  million  cubic  feet 
of  gas  are  sold  per  annum,  and  that  the  com- 
pany is  able  to  sell  them  at  5s.  per  thousand, 
and  to  obtain  the  current  market  prices  for  its 
residual  products,  it  is  a  mere  matter  of 
arithmetic  whether  or  not  it  will  in  conse- 
quence make  a  total  net  profit  of  £6,853  6s.  8d. 
There  is  nothing  in  such  a  calculation  that 
requires  the  assistance  of  a  Chartered  Accoun- 
tant, and  equally  there  is  nothing  to  which  it 
is  desirable  that  the  signature  of  a  Chartered 
Accountant  should  be  attached  to,  inasmuch  as 
there  is  considerable  danger  that  the  investing 
public  (which  never  examines  into  such 
matters  very  closely)  may  think  that  that  which 
we  have  quoted  above  is  a  certificate  as  to 
profits,  which  it  certainly  is  not.  This  impres- 
sion is  rendered  the  more  reasonable  by  the 
calculation  which  follows  as  to  how  much  divi- 
dends might  be  paid  upon  the  preference  and 
ordinary  shares  out  of  the  net  profit  "  as  per 
above  certificate,"  and  a  little  further  down 
in  the  prospectus  appears  the  statement:— 
**  The  profits,  as  shown  by  the  above 
*'  Chartered  Accountant's  certificate,  should  be 
"  sufficient,  after  making  ample  provision  for 
**  administration  and  other  expenses,  to  pay 
"  the  full  dividend  on  the  preference  shares,  as 
"  well  as  14  per  cent,  upon  the  ordinary  shares, 
"  and  then  leave  a  large  surplus  for  a  Reserve 
"  Fund,  &c."  ^  T 

These  statement^'ki^^kWe9G^iSieadthe 
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unwary  investor,  inasmuch  as  they  are  likely 
to  suggest  to  him  that  an  accountant,  after 
making  such  an  investigation  of  books  and 
accounts  as  it  is  proper  and  usual  for  accoun- 
tants to  make  before  giving  a  certificate  as  to 
profits,  has  found  as  a  matter  of  fact,  and 
certified  as  to,  profits  in  such  a  manner  as  to 
leave  it  beyond  question  that  there  will  be 
sufficient  profits  to  pay  the  preference  dividend 
and  some  14  per  cent,  per  annum  on  the 
ordinary  shares  as  well.  It  is  not  our  custom 
to  prophesy  as  to  the  future  success  of  new 
undertakings,  and  we  therefore  refrain  from 
expressing  any  opinion  whatever  as  to  the 
probable  future  of  this  gas  company.  We 
have,  however,  no  hesitation  in  stating 
that  at  this  stage  of  its  career  there  is 
absolutely  nothing  upon  which  a  profes- 
sional accountant  can  usefully  formulate 
a  certificate  for  the  purposes  of  a  pro- 
spectus. There  is,  so  far  as  we  are  aware, 
nothing  in  the  least  improper  in  an  engineer 
making  estimates — and,  indeed,  that  is  part  of 
his  l^itimate  work.  If  he  be  competent,  he 
is  perfectly  well  able  to  make  all  reasonable 
calculations  for  himself  without  the  assistance 
of  any  Chartered  Accountant,  and  figures  as  to 
future  profits  appearing  in  an  Engineer's 
estimate  would  appear  for  what  they  are,  and 
be  liable  to  no  misunderstanding.  When,  how- 
ever, similar  figures  appear  in  what  is  expressly 
stated  to  be  a  Chartered  Accountant's  certifi- 
cate, the  position  is  altogether  different ;  and 
such  procedure  has  been  officially  condemned 
over  and  over  again  by  the  Institute. 


Meelils  Dotes* 


It  is  reported  that  some  of  the  members 

BUI  and  the'     of  the    Stock    Exchange    are    rather 

Stock  Bxehaiife.    nervous    with    regard    to    the   Street 

Betting  Bill,  the  text  of  which  has  just  been  published. 


The  Financial  News  says  that  the  question  turns  on  the 

precise  sense  of  the  word  "  wagering."    If  this  word  is 

to  be  limited  by  the  previous  word  "  betting  "  so  as  to 

mean  the  species  "  wagering  "  of  the  genus  "betting" 

then  probably  street  transactions  in  stocks  and  shares 

will  not  fall  within  the  provisions  of  the  Bill.    On  the 

other  hand,  it  is  said  that  if  this  doctrine  doee  not 

apply,  street  transactions  in  stocks  and  shares  would 

be  within  the  contemplated  Act  if  there  was  no  intention 

on  the  part  of  the  persons  transacting  business  to  give 

or  take  any  actual  delivery  of  the  stock.  In  other  words, 

gambling  for  differences  would    be  penalised.     The 

reference  to  "  court  "  and  "  alley  "  in  Sub-section  4  of 

Section  i  would  seem,  it  is  said,  that  the  promoters  of 

the  Bill  have  their  eyes  on  the  Stock  Exchange.    We 

give  the  text  of  the  Bill  below,  and  it  will  be  interesting 

to  note  its  progress  and  application : — 
■ 
I.— (i)  Any   person    frequenting  any  street,  public 

park,  or  garden,  on  behalf  either  of  himself  or  of  aay 

other  person,  for  the  purpose  of  bookmaking,  or  betting, 

or  wagering,  or  agreeing  to  bet  or  wager,  or  paying  or 

receiving  or  settling  bets,  shall 

(a)  In  the  case  of  a  first  offence  be  liable,  on  con- 
viction under  the  Summary  Jurisdiction  Acts,  to  a 
fine  not  exceeding  /lo ; 

(b)  In  the  case  of  a  second  offence  be  liable,  on  con- 
viction under  the  Summary  Jurisdiction  Acts,  to  a 
fine  not  exceeding  ;f  20  ;  and 

{c)  In  the  case  of  a  third  or  subsequent  offence,  or  in 
any  case  where  it  is  proved  that  the  person  whilst 
committing  the  offence  had  any  betting  transaction 
with  a  person  under  the  age  of  sixteen  years,  be 
liable  on  conviction  on  indictment  to  a  fine  not 
exceeding  £50  or  to  imprisonment,  with  or  without 
hard  labour,  for  a  term  not  exceeding  six  months, 
without  the  option  of  a  fine,  or  on  conviction  under 
the  Summary  Jurisdiction  Acts  to  a  fine  not 
exceeding  ;f  30,  or  to  imprisonment,  with  or  without 
hard  labour,  for  a  term  not  exceeding  three 
months,  without  the  option  of  a  fine : 

and  shall  in  any  case  be  liable  to  forfeit  all  books,  cards, 
papers,  and  other  articles  relating  to  betting  which  may 
be  found  in  his  possession. 

(2)  Any  constable  may  take  into  custody  without 
warrant  any  person  found  committing  an  offence  under 
this  Act,  and  may  seize  and  detain  any  article  liable  to 
be  forfeited  under  this  Act. 

(3)  Any  person  who  appears  to  the  Court  to  be  under 
the  age  of  sixteen  years  shall  for  the  purpose  of  this 
section  be  deemed  to  be  under  thafc^  age  unless  the 
contrary  be  proved.        Digitized  by  VnOOg IC 
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(4)  For  the  purpose  of  this  section  the  word  "street " 
shall  include  any  highway,  public  bridge,  road,  lane, 
footway,  square,  court,  alley,  or  passage,  whether  a 
thoroughfare  or  not. 


lademaitlat     ^  financial  contemporary  says  that  there 
and  the        is    an    impression    prevailing    that  all 
^  indemnities  require  a  sixpenny  stamp. 

This  idea  is  supported  by  a  reference  to  Volume 
XXIV.  of  the  Stock  Exchange  Official  Intelligence,  on 
p.  1,939  of  which,  under  the  heading  of  Indemnities, 
the  stamp  duty  is  quoted  at  sixpence.  It  is  pointed 
out,  however,  that  the  amount  depends  altogether  upon 
whether  the  subject-matter  is  of  the  value  of  £$  or 
not.  The  Stamp  Acts  do  not  recognise  the  specific 
word  '*  indemnity,"  but  it  is  included  in  the  terms  ^*  agree- 
ment "  or  **  memorandum  of  agreement."  As  many 
dividend  warrants  must  be  under  the  value  of  £$,  it  is 
said  that  the  statement  in  the  volume  referred  to 
requires  some  modification  in  order  that  secretaries  of 
public  companies  may  not  be  led  into  the  error  of 
taxing  even  shareholders,  careless  or  unlucky  enough 
to  lose  their  warrants,  on  an  indemnity  involving  a  sum 
under  that  figure. 


Oold  BaiervM  ^*  ^^®  present  moment  it  seems  as  if 
the  question  of  Gold  Reserves  is  pre- 
eminently important.  The  Chancellor  of  the  Exchequer 
dealt  with  it  recently  in  his  speech  at  the  bankers' 
dinner,  and  every  other  notability  loses  no  opportunity 
of  dragging  in  the  subject  on  all  and  sundry  occasions. 
Unfortunately,  all  that  has  been  done  up  to  the  present 
is  to  prove  that  most  of  the  schemes  put  forward  are 
either  no  good  or  actually  harmful.  It  is  suggested 
that  the  best  arrangement  would  be  for  the  matter  to 
be  referred  to  either  a  Commission  or  a  strong 
Committee.  In  any  case,  the  matter  is  of  very  great 
importance  to  commercial  circles,  and  it  is  to  be  hoped 
that  it  will  sooner  or  later  receive  the  serious  con- 
sideration of  those  best  competent  to  discuss  it. 


Trust  Companlat*  The  Bill  regulating  the  reserves  of 
ReMTTM.  trust  companies  of  New  York  State 
has  been  signed  by  the  Governor.  The  Bill  originally 
required  that  trust  companies  should  maintain  a 
reserve  of  at  least  15  per  cent,  of  their  deposits,  of 
which  5  per  cent,  was  to  be  in  cash,  5  per  cent,  in  bonds 
of  the  United  States  or  bonds  of  the  State  of   New 


York,  and  5  per  cent,  on  deposit  with  other  banking 
institutions.  During  its  passage  through  the  Senate, 
however,  an  amendment  was  carried  to  permit  of  the 
investment  of  that  part  of  the  reserves  which  is 
allowed  to  be  kept  in  bonds  of  first  and  second  class 
cities,  and  it  was  also  provided  that  trusts  having  their 
principal  place  of  business  outside  New  York  city 
should  not  be  required  to  keep  more  than  10  per 
cent,  in  the  prescribed  proportions.  The  Act  does  not 
come  into  full  effect  immediately,  and  the  result  of  the 
regulation  is  that  the  financial  trusts  will  have  to  hold 
2  per  cent,  in  cash  until  the  ist  July,  3  per  cent,  until 
ist  October,  4  per  cent,  until  ist  January  1907,  and 
5  per  cent,  thereafter.  This  has  probably  been 
arranged  to  avoid  the  reform  coming  into  full  effect 
when  money  is  scarce.  It  is  generally  understood  that 
these  trusts  carry  about  2}  per  cent,  of  cash  against 
their  deposits,  so  that  the  immediate  change  will  not 
be  felt.  As  conditions  become  more  stringent  in  the 
New  York  money  market  the  sliding  scale  may  have  a 
very  considerable  effect,  and  the  importance  of  the 
matter  should  by  no  means  be  lost  sight  of. 


Mi^t  and  Day     The  Neu   York  Times  reports  that  five 
^•"^«  minutes  after  the  opening  of  this  new 

bank  for  business  $500,000  had  been  deposited,  one 
man  having  waited  from  9  a.m.  to  6  p.m.  so  that  he 
might  be  the  first  to  lodge  a  deposit.  Altogether,  it 
appears  that  the  new  institution  is  likely  to  succeed,  at 
first  on  the  score  of  novelty,  and  subsequently 
probably  on  account  of  its  real  value. 


Mr.Oarnetfiaaiid    ^   Philadelphia    contemporary  states 
Oradnated        that   Mr.    Andrew    Carnegie   is   ver}' 
Taxes.  much    in  favour  of   graduated  taxes 

upon  large  estates,  and  so  long  ago  as  1889  he  advo- 
cated this  policy.  He  declared  that  men  who  continued 
hoarding  great  sums  all  their  lives,  the  proper  use  of 
which  for  public  acts  would  work  good  to  the  com- 
munity from  which  they  chiefly  came,  should  be  made  to 
feel  that  the  community,  in  the  shape  of  the  State, 
could  not  thus  be  deprived  of  its  proper  share.  It  was 
desirable  that  nations  should  go  much  further  in  the 
direction  of  graduated  taxes,  and  in  his  opinion  it  was 
difficult  to  set  bounds  to  the  share  of  the  rich  man's 
estate  which  should  go  at  his  death  to  the  public 
through  the  agency  of  the  State.  Mr.  Cam^e  con- 
tends that  such  a  policy  woul<3rw<>rk  powerfully  to 
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induce  the  rich  man  to  attend  to  the  proper  administra- 
tion of  wealth  during  his  life. 


AdTerttslDg     A  correspondent  has  forwarded  to  us  a 

AcoooBtaiiu     circular    which     emanates     from    the 
md  Tnid6 
Prataettoa      offices  of  a  so-called  Protection  Asso- 

Aiaoolaiioai.  ciation,  and  which,  we  gather,  has  been 
issued  to  tradesmen  and  others  with  a  view  to  securing 
their  support  for  the  accountants  of  the  association  as 
trustees  in  connection  with  any  bankruptcies  or  deeds 
of  assignment  in  which  they  may  be  interested.  The 
inducements  put  forward  do  not  include  any  recital  of 
the  writers'  qualifications  or  experience,  or  other  suit- 
ability for  the  post  of  trustee,  but  reliance  is 
apparently  placed  upon  the  offer  that  they  will  be 
prepared  to  act  as  trustees  in  any  case  of  insolvency 
without  any  fee  or  remuneration  whatever.  We  are 
left,  however,  to  guess  whether  this  offer  is  made  from 
a  purely  philanthropic  point  of  view,  or  whether  the 
writers  propose  to  endeavour  to  make  a  living  out  of 
such  trusteeships,  and,  if  so,  by  what  indirect  means 
they  propose  to  do  so. 


The  Money-       The  question  as  to  whether  a  money- 

Lot  and 
*«ODo-Maii"       lender  can  evade  the  provisions  of  the 

Gompanles.  Act  requiring  him  to  trade  in  the  same 
registered  name  at  all  addresses  where  he  carries  on 
business  by  registering  a  separate  "  one-man  "  company 
under  a  different  name  in  respect  of  each  branch  has 
yet  to  be  decided,  but  while  the  decision  of  the  House 
of  Lords  in  Broderip  v.  Salomon  stands,  there  would 
certainly  appear  to  be  but  little  difficulty  in  thus  evad- 
ing one  of  the  most  important— if  not  the  most  important 
— of  the  safeguards  provided  by  that  measure.  But 
however  that  may  be,  it  is  satisfactory  to  observe  that 
the  Law  Society  does  not  always  appear  to  view  with 
favour  solicitors  who  associate  themselves  too  closely 
Mdth  such  matters,  and  in  a  recent  case  where  it  was 
reported  that  a  solicitor  who  had  been  found  to  be 
aware  of  a  money-lender's  operations  upon  the  scale 
indicated,  and  to  have  assisted  him  by  advising 
borrowers  against  whom  he  had  issued  writs  in  the 
name  of  one  company  to  apply  to  another  for  accom- 
modation without  disclosing  to  the  borrower  the 
connection  between  the  two  companies,  had  been  guilty 
of  professional  misconduct.  It  is  perhaps  even  more 
satisfactory  to  note  that  the  Divisional  Court  took  the 
same  view,  and  that  the  solicitor  whose  conduct  was 
the  subject  of  the  inquiry  has  been  suspended  for  three 
years. 


"Wot 
Hogotiablo.* 


With  reference  to  the  correspondence 
that  has  appeared  under  the  above 
heading  in  our  recent  issues,  and  particularly  the  letter 
signed  "  F.C.A."  which  we  reproduced  last  week,  we  may 
point  out,  quite  apart  from  what  our  Legal  Contributor 
may  have  to  say,  that  under  the  Bills  of  Exchange  Act, 
1882,  the  special  statutory  significance  which  is  invested 
in  the  words  "  not  negotiable  '*  is  confined  to  their  use 
to  a  crossed  cheque.  The  words,  therefore,  appearing 
at  the  top  of  an  uncrossed  postal  order  cannot  possess 
this  statutory  significance,  and  such  meaning  as  they 
may  have  must  be  acquired  quite  independently  of  the 
Act  of  1882.  Our  own  view  is  that  they  are  employed 
with  the  view  to  discourage  the  negotiability  of 
postal  orders,  which,  however,  are,  we  believe,  never 
negotiable  instruments,  but  the  precise  legal  value  of 
the  qualification  (or  caution,  as  we  prefer  to  call  it)  is, 
we  think,  somewhat  doubtful. 


In  reply  to  the  question  asked  by  our 
Marriod Women,  correspondent  "Tax"  last  week,  the 
circumstances  under  which  a  husband  and  wife  are 
entitled  to  be  assessed  separately  require  inter  alia 
that  the  Commissioners  for  General  Purposes  be 
satisfied  that  the  income  earned  by  the  husband  be 
**  unconnected  with  the  business  of  the  wife."  It  is 
thus  a  matter  for  the  Commissioners  to  deal  with,  as  a 
question  of  fact,  whether  the  bu'^iness  of  a  husband, 
as  the  director  and  secretary  of  a  company,  is  uncon- 
nected with  the  business  of  his  wife,  employed  as  the 
bookkeeper  of  that  same  company.  We  imagine  that 
the  Commissioners  would  inquire  into  the  matter  from 
a  reasonably  common-sense  standpoint.  If  there  be 
really  an  independent  company  by  which  they  both 
happen  to  be  employed,  the  decision  would  probably 
go  in  their  favour,  but  if  the  company  be  a  one-man 
company — which  seems  prima  facie  to  be  suggested  by 
the  facts  stated — then  we  have  no  doubt  that  the  Com- 
missioners would  not  be  satisfied  that  the  couple  were 
entitled  to  separate  assessment. 


Forfeited  Shares. 


The  further  letter  from  Mr.  A.  Warr 


King,  which  appeared  in  our  Corre- 
spondence column  last  week,  enables  us  to  deal  more 
effectively  with  the  point  raised  in  his  previous  com- 
munication. In  Chapter  XIV.  of  his  "Company  Law" 
Mr.  F.  B.  Palmer  states:  "Occasionally  the  regula- 
"  tions  provide  that  a  lien  may  be  enforced  by  forfei- 
^  ture,  but  such  a  provision  is  not  effective,  for  the  lien 
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"  is  an  equitable  mortgage,  and  a  clause  for  forf^ture 
**  in  a  mortgage  is  in  equity  inoperative.  The  rule  is 
"  that  once  a  mortgage,  always  a  mortgage,  and  any 
"  attempt  to  clog  the  equity  of  redemption  is  futile.'* 
The  words  that  we  have  quoted  appear  in  the  para- 
graph immediately  preceding  that  referred  to  by  our 
correspondent,  and  have  an  undeniable  bearing  upon 
the  matter.  In  our  issue  of  the  5th  inst.  we  stated  that 
printd  facie  a  power  of  forfeiture  which  amounted  to 
more  than  a  lien  on  the  member's  shares  seemed  bad, 
and  we  see  no  reason  to  modify  that  view.  If  the 
forfeiture  clause  is  to  be  effective,  it  seems  clear  that 
care  must  be  taken  to  avoid  the  creation  of  a  lien  in 
any  shape  or  form  whatever.  Now  that  the  text  of  the 
article  referred  to  has  been  given,  it  would  appear  that 
this  precaution  has  been  taken,  and  incidentally  this 
shows  the  importance  of  the  exact  text  being  quoted 
whenever  an  opinion  is  being  asked  as  to  the  true 
interpretation  of  a  clause. 


The  Mutual  Ufa  The  offer  made  by  the  North  British 
Company  of  ^°^  Mercantile  Insurance  Company  to 
Mew  Tort.  the  British  policy-holders  in  the  Mutual 
of  New  York  to  take  over  the  existing  policies,  and  issue 
in  place  of  them  similar  North  British  policies,  without 
any  medical  examination  or  expense,  at  the  same 
premiums  and  for  the  same  sums  assured,  is,  we 
imagine,  likely  to  be  taken  very  general  advantage  of  by 
a  large  number  of  the  British  policy-holders  in  the 
American  company. 


ThoAiMoiation  ^*  *^®  annual  meeting  of  the  Associa- 
of  Maniclpai  tion  of  Municipal  Corporations,  which 
CorporatioBt.      ^^^   ^^^^   ^^    ^^^     ^^^j^    .^^^     ^^   ^^^ 

Mansion  House,  the  Lord  Mayor  attended  and  opened 
the  proceedings,  which  were  afterwards  presided  over 
by  Sir  James  Woodhouse,  M.P.,  who  was  elected  Presi- 
dent in  the  place  of  Sir  Albert  K.  Rollit,  resigned.  Mr. 
J.  S.  Harmood-Banner,  F.C.A.,  M.P.,  was  at  the  same 
time  elected  Vice-President. 


A  Point  In 
Rating  Law. 


A  question  which  may  sometimes  prove 
of  interest  to  thoae  of  our  readers  who 
have  insolvent  estates  to  realise  came  before  the  Man- 
chester City  Stipendiary  last  week,  in  a  case  brought 
by  the  Corporation  against  a  Mr.  J.  H.  Wood  to 
recover  £^    17s.  9d.  due   for   the  water  rate   of  an 


unoccupied  house  of  which  he  was  the  owner.  The 
defence  was  that  the  house,  although  kept  furnished 
for  the  purpose  of  letting  it  to  tenants,  was  not 
occupied,  and  that  there  was,  therefore,  no  beneficial 
occupation  rendering  the  defendant  liable  for  the  rate. 
The  magistrate,  however,  decided  otherwise,  pointing 
out  that  although  no  case  exactly  like  this  appeared  to 
have  been  decided  in  the  English  Courts,  that  of  S/tfttn/<wi 
V,  Powell,  which  was  decided  in  1867,  dealt  with  facts 
that  were  practically  undistinguishable  from  those  o( 
the  present  case.  In  that  case  the  Court  of  Exchequer 
Chamber  held  the  landlord  liable  for  rates  in 
respect  of  the  premises  both  while  the  house  was 
let  and  while  it  was  unlet,  and  he  gave  his  order 
accordingly. 


OamulatlYo  or     Iq    the    High    Court    last    week  Mr 
Von-Oumalatlve    t     x-       «  •  j  r 

Pnforonoo        Justice  Joyce  was  occupied  for  some 

DlYldendt.  hours  in  dealing  with  a  question  as  to 
whether  the  holders  of  preference  shares  in  M.  B. 
Foster  &  Sons,  Lim.,  were  or  were  not  entitled  to 
cumulative  dividends,  and  he  eventually  decided  that 
they  were.  It  seems  strange  that  so  apparently  simple 
a  point  as  this  should  call  for  judicial  decision.  There 
ought,  of  course,  to  be  absolutely  no  doubt  as  to  what 
the  holders  of  any  class  of  shares  in  a  public  company 
are  entitled  to,  and  if  even  the  prospectus  is  ambiguous 
upon  such  a  point,  the  articles  of  association,  if  care- 
fully drawn,  ought  at  least  to  make  it  certain. 


Diroot  and  A  number  of  new  taxes  have  recently 
ladlreet  Taxation,  been  imposed  in  Germany  which  it  is 
expected  will  yield  in  the  aggregate  ten  million  pounds 
per  annum.  Many  of  these — as,  for  instance,  the 
legacy  duty,  the  tax  on  railway  season  tickets,  and  the 
taxes  on  beer  and  cigarettes — ^have  been  levied  in  this 
country  for  a  number  of  years ;  but,  on  the  other  hand, 
a  tax  of  8  per  cent,  on  directors'  fees  would  appear  to 
bear  unfairly  upon  a  particular  class  of  income,  which, 
in  theory  at  least,  deserves  better  of  the  State, 
although  probably  in  Germany,  as  in  this  country, 
directors  earn  their  fees  more  easily  than  most  other 
persons.  It  remains  to  be  seen  whether  the  duty  on 
railway  tickets,  varying  from  one  penny  up  to  eight 
shillings,  according  to  the  class  and  distance  travelled, 
will  have  the  effect  of  restricting  business  or  prove  a 
convenient  means  of  indirect  taxation ;  but,  however 
that  may  be,  in  this  country  the  tendency  appears  to 
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be  in  favour  of  reducing  the  indirect  and  increasing 
the  direct  taxes.  Thus,  while  two  years  ago  49-5  per 
cent,  of  the  aggregate  revenue  was  raised  directly,  and 
50-5  per  cent,  indirectly,  it  is  calculated  that  for  the 
year  1906-7  51  per  cent,  will  be  raised  directly  and 
49  per  cent,  indirectly.  The  precise  proportion  would 
be  comparatively  immaterial  but  for  the  fact  that  the 
income-tax,  which  represents  the  bulk  of  the  direct 
taxation,  is  levied  from  a  very  small  proportion  of  the 
population,  which  proportion  has,  of  course,  also  to 
bear  its  full  share  of  the  indirect  taxes. 


Cottedponfience  wxb  Bnqutries. 


All  communications  to  the  Editor  should  be 
by  letter  ooly. 


[We  art  at  all  times  ready  to  insert  correspondence  on 
matters  of  interest  to  the  Profession^  but  we  do  not  of  course 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents ^  not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faith."] 


Income  Tax— Married  Women. 

[Reply  to  "Tax." — I  know  of  no  case  similar  to 
that  put  by  your  correspondent  **  Tax,"  but  his  proper 
course  is  to  apply,  under  the  Finance  Act,  1897, 
Section  5,  to  the  Commissioners  for  General  Purposes 
of  Income  Tax,  and  I  should  say  he  could  do  so  with 
every  chance  of  success. — Our  Legal  Contributor.] 


Income  Tax. 

(To  the  Editor  of  The  Accountant.) 

Sir, — Your  leader  in  to-day's  issue  respecting  the 
proposed  inquiry  into  the  subject  of  graduated  tax  is 
interesting  in  its  conclusions,  although  your  reference 
to  spontaneous  income  under  Schedule  A  is  somewhat 
too  sweeping.  A  point,  I  think,  generally  overlooked 
is  that  the  tax  enters  into  the  prices  of  commodities  in 
much  the  same  way  as  other  expenditure — e.^.,  rent, 
rates,  &c.  Having  in  mind  the  fallacy  *'  to  take  from 
the  rich  benefits  the  poor,"  if  it  would  not  be  better  to 
abolish  it  altogether  on  account  of  its  prying  nature, 
irregular  levy,  and  expensive  collection,  and  substitute 
for  it  a  tax  on  some  import  of  general  utility,  inquiry 


should  again  be  directed  to  its  greatest  defect — viz., 
that  individual  trading  is  taxed  with  great  irregularity 
and  uncertainty,  which  leads  many  to  be  dissatisfied 
with  having  to  pay  what  others  similarly  situated  are 
known  to  evade. 

Yours  faithfully. 

May  igth  1906.  C.  R.  TROPMON. 


Requirements  of  Auditors. 

(2^0  the  Editor  of  The  Accountant.) 
Sir, — The  directors  of  a  company  registered  under 
the  Acts  1862  to  1890,  having  articles  of  association 
which  exclude  the  form  of  accounts  as  prescribed  in 
Table  A,  submit  for  audit  a  Balance  Sheet  which  has, 
included  among  the  sundry  debtors,  an  amount  owing 
by  the  manager  in  respect  of  cash  advances  which  have 
been  authorised  by  the  board.  Can  I  require  this  debt 
to  be  stated  separately  in  the  Balance  Sheet?  and 
should  the  fact  of  its  being  on  account  of  cash  be  so 
stated  ?  Does  the  Companies  Act,  1862,  refer  to  the 
treatment  of  such  debts  otherwise  than  as  noted  on  the 
Table  A  Balance  Sheet  ?  If  such  a  debt  was  the  result 
of  a  deficiency,  which  was  subsequently  ordered  by  the 
directors  to  be  treated  as  an  asset,  could  I  require  it  to 
be  shown  otherwise  than  as  a  book  debt,  in  the  event  of 
its  being  of  a  very  doubtful  value  ? 

Your  advice  on  the  above  will  be  appreciated. 


16th  May  1906. 


JUVENIS. 


[Unless  the  transaction  is  ultra  vires,  it  is  a  book 
debt.  We  do  not  think  that  an  auditor  has  any  power 
to  **  require  "  one  book  debt  to  be  stated  separately 
from  the  rest. — Ed.  AccL] 


Dividends  out  of  Capital— Auditor's  Position. 

fTo  the  Editor  of  The  Accountant.) 
Sir,— A  limited  company,  of  which  I  am  auditor,  has 
this  past  year  made  a  loss  on  trading  of  some  consider- 
able amount.  Notwithstanding  this  said  loss  the 
directors  of  the  company  have  paid  dividends  on  the 
preference  shares,  the  whole  of  which  have,  therefore, 
been  paid  out  of  capital.  I  desire  to  know  my  position 
as  auditor  of  the  company,  and  whether  I  ought  to 
make  mention  of  this  in  my  certificate  upon  the 
accounts  for  the  year.  If  I  were  to  state  in  the  Balance 
Sheet  the  debit  standing  to  Profit  and  Loss  Account 
and  show  the  addition  to  it  of  the  amount  paid  as 
dividends  on  the  preference  shares,  I  think  this  would 
clearly  indicate  the  payment  of.  tfae^iUvidend  out  of 
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capital,  and  that  there  would  be  no  need  to  draw  the 
shareholders*  attention  to  the  same  in  my  certificate. 
I  shall  be  glad  to  have  one  or  two  of  your  readers' 
views  upon  the  subject,  as  well  as  your  own  opinion. 

Yours  truly, 

22nd  May  1906.  PERPLEXED. 

[We  agree :  so  long  as  the  facts  are  clearly  shown 
comment  is  not  required. — Ed.  AccL] 


Registration  for  Accountants. 

(To  the  Editor  of  The  Accountant,) 

Sir, — ^The  remarks  by  "Scottice,"  in  your  issue  of 

1 2th  May,  call  attention  to  the  practice  prevailing  in 

Scotland  of  Chartered  Accountants  taking  as   many 

apprentices  as  they  can  get.    It  is  a  well-known  fact 

that  Edinburgh  Chartered  Accountants  practically  work 

their  businesses  with  apprentices,  and  in  many  cases  the 

whole  office  work  is  done  by  them. 

It  does  not  seem  to  be  in  the  interest  of,  nor  to  add 

dignity  to,  the  profession  that  such  a  state  of  affairs 

should  continue. 

Yours  truly. 

May  lyih  1906.  C.A. 

fTo  the  Editor  of  The  Accountant,) 
Sir, — I  wish  to  reply  to  the  letter  of  **  Pro  Bono 
Publico "  (?),  not  merely  in  order  to  challenge  his 
unmannerly  remarks  concerning  "  the  juniors  who  have 
lately  joined,"  but  to  deprecate  the  assumption  that  he 
possesses  a  monopoly  of  wisdom  in  this  matter. 

While  reserving  the  right  to  request  the  insertion  of 
a  further  communication  dealing  more  directly  with 
the  very  grave  questions  involved  in  legislation  for  the 
profession,  may  I  point  out  that  there  is  more  than  one 
way  of  overcoming  the  difficulty  with  the  letters 
"  C.A.,"  to  which  your  unknown  correspondent  so 
feelingly  alludes.  It  seems  to  me  it  would  be  quite 
feasible  for  the  Council  of  our  Institute  to  send  out  a 
notice  to  all  the  members  advising  them  of  the  neces- 
sity of  printing  the  words  "  Chartered  Accountant  '*  or 
'*  Chartered  Accountants "  in  full  on  their  business 
cards  and  note-paper,  and  to  follow  up  this  notice  by 
keeping  a  standing  advertisement  in  the  London 
Gazette  and  a  few  of  the  principal  newspapers  to  the 
effect  that  persons  not  actually  describing  themselves 
as  Chartered  Accountants  were  not  necessarily 
members  of  a  Society  of  Chartered  Accountants,  not- 
withstanding the  use  by  such  persons  of  any  initials 
tending  to  give  colour  to  the  suggestion  that  they  were 
Chartered  Accountants. 


By  concerted  action  between  the  English  and 
Scottish  Societies  of  Chartered  Accountants  the  benefit 
of  this  plan  might  be  extended  to  Scottish  Chartered 
Accountants  practising  in  England. 

Yours  faithfully, 

London,  zyd  May  1906.  A.  J.  WINDUS. 

[Our  correspondent  seems  to  assume  that  no  un- 
qualified person  would  describe  himself  as  a  "  Chartered 
Accountant."  The  assumption  is,  however,  not  j 
by  facts. — Ed.  Acct,'\ 


Sanliet9  atiD  tbeit  Velatton  to  tbe 
/Dones  /Datliet. 


By  Stanley  G.  Smith,  A.C.A. 


At  a  meeting  of  the  London  Society,  held  at  the  Institute 
of  Chartered  Accountants,  on  Wednesday,  the  7th  March, 
the  following  paper  was  read  by  Mr.  S.  G.  Smith,  A.C.A., 
Mr.  E.  H.  Fletcher,  F.C.A.,  presiding. 


The  subject  of  bankers  in  general,  and  their  relation  to 
the  money  market  in  particular,  is  one  upon  which  an 
immense  amount  of  literatuie  has  been  evolved,  and  any 
attempt  to  compress  even  its  main  principles  within  the 
limits  of  a  forty  minutes'  paper  is  a  diflScult  task;  the 
accountant  student,  however,  requires  but  a  bare  outline 
of  its  characteristics,  he  regards  the  subject  only  as  one 
chapter  in  his  commercial  knowledge,  and  does  not  seek 
for  a  specialised  acquaintance  with  it.  It  is  upon  this 
basis  that  the  following  brief  sketch  of  the  rudiments  of 
banking  is  conceived. 

The  constitution  of  the  banking  world  resembles  thai  of 
the  United  Kingdom,  in  that  it  is  divided  into  three  dis- 
tinct groups  or  personalities ;  in  the  government  of  the 
Realm  there  are  the  Sovereign  and  the  two  Houses  of 
Parliament,  and  in  the  banking  world  there  are  the  Bank 
of  England,  the  other  bankers,  and  the  money  dealers. 
I'he  relation  in  the  money  market  between  these  three 
classes  may  be  described  as  that  of  two  strong  men  and  a 
weaker,  the  money  dealers  occupying  in  point  of  financial 
strength  the  dependent  position.  However,  they  even  are 
able  at  times  to  make  their  influence  felt,  and  sentiment 
among  all  three  is  distinctly  republican.  All  depend  for 
their  existence  on  a  higher  influence — that  of  popular 
confidence. 

The  Bank  of  England  occupies  a  kind  of  presidential 
status  as  the  Government  banker,  the  other  bankers 
banker,  the  manufacturer  of  a  limited  amount  of  legal 
tender,  and  the  keepec  of  the  only  great  casb, reserve. 
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The  other  bankers  appeal  to  the  nation  in  general,  and 
have  extended  their  influence  by  a  network  of  branches 
widespread  over  the  country — they  are  in  some  respects 
the  popular  house  in  the  constitution. 

The  group  of  money  dealers  comprises  a  number  of 
different  institutions,  which  carry  on  their  business  in  the 
main  by  means  of  working  capital  provided  by  the  other 
two  classes.  There  are  a  few  great  bill  brokers  and  dis- 
count houses,  and  a  crowd  of  lesser  lights  in  the  same 
occupation,  together  with  a  following  of  exchange  brokers, 
and  financial  speculators  of  all  sorts.  All  these  have  one 
thing  in  common:  they  trade  by  means  of  capital  bor- 
rowed on  security  from  the  bankers,  and  this  is  the  source 
of  their  weakness  and  their  dependence. 

They  compete  among  themselves  for  the  getting  or 
placing  of  short  loans  and  bills,  which  are  the  staple 
articles  in  which  they  deal,  and  to  them  as  a  whole  is 
sometimes  applied  that  vague  and  inconsequential  term 
"  The  Money  Market." 

It  has  already  been  said  that  all  of  the  three  classes 
depend  for  their  existence  on  popular  confidence,  and  the 
power  which  keeps  them  going  is  the  spare  cash  of  the 
nation  in  general,  entrusted  to  their  charge  on  varying  con- 
ditions. Each  class  calls  for  detailed  consideration,  in 
the  light  of  its  own  particular  business  and  its  ability  to 
repay  its  borrowings ;  and  the  group  which  seem^s  to  call  for 


attention  before  the  others  is  that  which  deals  with  the 
public  direct,  that  which  forms  the  channel  through  which 
the  public's  money  flows  into  the  money  market — ^the 
"Other  Bankers." 

Other  Bankers, 

Under  this  heading  are  included  the  fraternity  of  joint- 
stock  banking  companies,  with  their  innumerable 
branches,  the  few  surviving  private  bankers,  and  the 
foreign  banks  in  London. 

The  principle  on  which  they  conduct  their  business  is 
simple.  They  lake  immense  sums  of  money  from  their 
customers,  most  of  it  repayable  on  demand  and  the  rest 
at  a  few  days'  notice.  Of  this  money  they  keep  in  hand 
so  much  as  is  reasonably  sufficient  to  meet  all  probable 
demands  for  repayment,  and  they  employ  the  remainder 
at  interest.  It  is  obvious  that  a  banker  cannot  keep  in 
hand  sufficient  to  meet  all  possible  demands,  for  the  possi- 
bility is  only  limited  by  the  total  amount  of  his  liabilities, 
and  could  only  be  met  by  keeping  the  whole  of  his  deposits 
in  the  shape  of  idle  bullion  locked  up  in  his  vaults.  In 
order  to  cover  his  expenses  and  create  a  profit  some 
portion  of  his  deposits  must  be  actively  employed,  and  the 
law  of  averages  assures  him  of  the  extreme  improbability 
of  more  than  a  certain  percentage  of  his  depositors  calling 
for  their  money  at  any  given  time.  This  principle  will  be 
found  carried  out  in  the  Balance  Sheet  subjoined. 


Joint  Stock  Bank. 


Capital  Subscribed £8,000,000 

Paid  up         £2,000,000 

Reser^'e 1,450,000 

Current  and  Deposit  Accounts 43,000,000 

Liabilities  on  Acceptances 3,000,000 

Rebate  on  Bills  not  due       32,000 

Profit  and  Loss  Account 270,000 


Cash  in  hand  and  with  Bank  of  England 
Loans  at  Call  and  Notice  on  Securities  . . 


£8,000,000 
3 1600.000 


Investments : — 

Consols  at  85  and  Government  Securities    . .  6,000,000 

Indian  Stocks         900,000 

Corporation  Stocks 1,600,000 

Other  Stocks 19,000 


£11,600,000 


Bills  Discounted         7,700,000 

Loans  and  Advances 18,000,000 


8,519,000 

30,1X9,000 


Accet>tances,  per  contra 
I     Premises 


£49.752,000     I 


25,700,000 

3,000,000 

933.000 

£49,753,000 


The  liabilities  to  customers  on  Current,  Deposit,  and 
other  Accounts  amount  to  43  millions,  of  which  the 
Current  Account  money  is  legally  repayable  on  demand, 
and  the  deposit  money  at  usually  seven  days'  notice.  The 
total  of  Deposit  Accounts  is  rarely  stated  separately,  but 
it  probably  does  not  exceed  a  quarter  of  the  whole.  In 
return  for  the  stipulation  of  so  many  days'  notice  the 
banker  allows  interest  on  this  deposit  money  at  (in 
London)  ly^  per  cenl.  below  the  Bank  of  England's  dis- 
count rate.  Bank  rate  being  taken  as  an  impartial  standard 
of  the  value  of  money. 


The  bank's  own  capital  is  stated  immediately  above 
the  deposits.  In  this  case  the  proprietors'  funds,  existing 
and  possible,  amount  to  ^%  millions,  made  up  of  two 
millions  of  paid-up  capital,  a  further  six  millions  uncalled, 
and  a  reserve  of  a  million  and  a-half.  Doubtless  some  of 
the  uncalled  capital  is  reserved  for  liquidation  purposes. 

On  the  other  side  of  the  Balance  Sheet  the  first  item  is 
"  Cash  at  the  Head  Office  and  Branches  and  with  the  Bank 
of  England,"  eight  millions.  Of  this  the  greater  part  is 
probably  with  the  Bank  of  England  on  current  accoilnt. 
Banks  generally  are  averse  to  keeping  any  quantity  of  coin 
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on  hand  themselves.  As  a  rule,  they  keep  in  their  own 
tills  little  more  than  enough  to  meet  their  own  daily 
requirements,  and  prefer  to  throw  the  responsibility  on 
the  shoulders  of  the  Bank  of  England;  just  as  their 
customers  regard  their  balances  with  them  as  cash,  so  the 
banks  regard  their  own  balances  with  the  Bank  of  England. 

It  is  owing  to  their  custom  in  this  respect  that  the  other 
bankers  take  such  a  keen  interest  in  the  soundness  of  the 
central  institution's  position.  Their  united  balances  are 
reflected  in  the  published  Balance  Sheets  o^  the  Bank  of 
England,  and  are  said  to  form  more  than  half  its  current 
account  liabilities ;  any  rise  or  fall  in  the  latter  can  usually 
be  referred  to  an  increase  or  decrease  in  the  other  bankers' 
cash  balances. 

For  all  ordinary  purposes  money  at  the  Bank  of  England 
may  be  regarded  as  the  equivalent  of  the  cash  with  which 
it  is  grouped,  and  it  is  on  the  sufficiency  of  the  total  that 
the  soundness  of  a  bank's  position  primarily  depends.  The 
ratio  of  cash  to  liabilities  given  in  the  Balance  Sheet  is 
eight  millions  cash  to  43  mdllionfi  liabilities,  a  percentage 
of  18. 

The  next  asset  is  "Loans  at  call  and  notice  covered  by 
Securities,"  3^^  millions.  This  is  sometimes  called  Money 
at  call  and  notice,  but  is  a  very  different  thing  from  coin, 
or  a  Bank  of  England  cheque.  It  represents  the  margin  of 
uninvested  funds  which  the  bank  happens  to  have  on  hand, 
which  it  does  not  wish  to  lock  up  permanently,  or  yet  to 
leave  absolutely  idle  at  the  Bank  ol  England,  and  which 
accordingly  it  lends  out  to  the  money  dealers  at  short 
notice.  The  discount  houses,  or  bill  brokers,  carry  on  their 
business  on  large  sums  of  money  borrowed  thus  on 
security,  at  a  low  rate  of  interest  and  for  short  periods 
continuously,  and  it  is  in  loans  of  this  description  that  the 
banker  places  the  money  he  wishes  to  regard  as  ready  to 
hand  in  case  of  need.  The  same  applies  to  fortnightly 
loans  to  stockbrokers  on  security. 

From  the  point  of  view  of  realisability,  money  thus 
placed  out  on  the  money  market  is  not  without  its  dis- 
advantages. The  money  dealers  have  been  described  as 
"butterflies,  living  only  for  a  day,"  and  they  keep  little  or 
no  cash  reserve.  If  the  bankers  should  call  in  some  of  the 
money  placed  with  them  they  are  sent  a' borrowing  from 
somebody  else  in  order  to  repay  him,  for  all  their  money 
is  locked  up  in  securities  or  bills  of  exchange,  and  these 
do  not  mature  immediately. 

The  remainder  of  the  bank's  assets  are  of  a  moie  per- 
manent nature,  and  are  ranged  in  order  of  their  realisa- 
bility. The  investments  are  roughly  nine  millions,  of 
which  six  millions  are  British  Government  Securities,  and 
the  remainder  stocks  of  a  very  high  nature.  The  Consols 
are  written  down  to  85,  and  possibly  the  other  investments 
are  valued  in  proportion.  In  the  Consols  there  exists  a 
semi-secret  reserve  at  present  quotations  of  about  ;f  300,000, 


but  the  stock  is  written  down  to  the  lower  figure,  so  as  to 
modify  any  loss  on  a  forced  realisation.  The  security  of 
this  asset  is,  of  course,  absolute,  so  far  as  certainty  of 
income  goes,  but  it  is  by  no  means  so  certain  from  a 
realisation  point  of  view  in  times  of  stress.  In  normal 
times  the  saying  is  that  Consols  can  be  sold  on  a  Sunday, 
and  there  is  no  stock  which  is  so  freely  dealt  in  on  the 
Stock  Exchange,  but  it  would  not  be  easy  to  find  a  buyer 
for  six  millions  of  stock  in  panic  days.  However,  it  is 
understood  that  the  Bank  of  England  has  always  been 
prepared  to  lend  notes  for  Consols,  even  when  a  state  of 
scare  prevailed. 

The  cash,  short  money,  and  gilt-edged  investments, 
together  form  the  more  liquid  and  realisable  portion  of  the 
bank's  assets ;  bills  discounted  may  be  counted  as 
realisable  if  approaching  maturity,  but  in  the  Balance 
Sheet  given  are  rightly  classed  with  the  other  loans. 

The  percentages  of  these  "quick"  assets,  to  use  an 
Americanism,  to  liabilities  are  important  in  regard  to  the 
bank's  soundness.    They  are  here  approximately:  — 

Cash 18% 

Short  Loans 9  % 

British  Government  Investments  . .         . .         13  % 
Other  Investments 9  % 

In  all     ..         ..         49% 

And  these  are  proportions  well  up  to  the  averages  usually 
shown. 

The  next  group  of  assets  assumes  very  large  proportions. 
The  bills  discounted  amount  to  nearly  eight  millions,  and 
the  advances  to  eighteen,  in  all  almost  26  millions.  Among 
these  the  better  class  of  bills  discounted  are  probably  the 
most  (realisable.  The  hills  usually  divide  themselves  into 
two  groups — those  bought  by  the  banker  from  the  discount 
houses,  on  his  own  initiative  and  as  an  investment,  and 
those  discounted  for  customers  at  their  request. 

The  bills  bought  as  an  investment  will,  as  a  rule,  be 
found  to  be  drawn  either  on  banks  or  kindred  houses  of 
the  highest  reputation.  Bills  of  this  class  are  favoured 
among  bankers  as  a  temporary  investment.  They  bear  the 
security  of  two  or  three  unquestioned  names  and  the 
guarantee  or  endorsement  of  the  discount  broker.  They 
turn  themselves  into  money  at  maturity  without  feai  of 
depreciation,  and  their  yield  in  interest  is  fixed  on  pur- 
chase. Many  of  them  are  drawn  from  abroad  on  London 
houses,  but  none  will  be  payable  abroad,  for  London 
bankers  will  not  as  a  rule  buy  bills  payable  in  a  foreign 
country. 

The  first  class  of  bank  bill  is  not  only  favoured  by  London 
bankers,  it  is  at  times  the  subject  of  Continental  competi- 
tion. Banks  across  the  Channel  are  not  so  rigid  in  their 
bill  buying  as  our  domestic  institutions,  and  when  the 
purchase  of  bills  in  London  will  yield  a  favourable  rate  of 
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interest  they  have  shown  themselves  prepared  to  remit 
money  to  their  agents  here  for  employment. 

The  other  class  of  bills  held  will  be  composed  of  those 
bought  by  the  banker  from  his  customers  direct.  These 
will  for  the  most  part  be  trade  bills  of  all  sorts  and  con- 
ditions, as  regards  desirability.  At  the  top  of  the  scale 
will  be  a  proportion  of  first  class  trade  bills,  closely 
approaching  bank  bills  in  security,  and  at  the  other  end 
will  be  a  sprinkling  of  inferior  paper  of  a  rather  doubtful 
quality,  perhaps  similaa:  to  accommodation  bills. 

The  rate  of  discount  charged  by  a  banker  to  his  discount- 
ing customer  naturally  changes  according  to  the  chance  of 
the  bill  being  honoured  at  maturity — it  varies  dn  inverse 
ratio  to  the  character  of  the  parties  to  it.  In  some  cases 
what  spears  as  a  bill  transaction  is  really  a  loan  on 
security,  the  bill  being  used  to  fix  the  legal  responsibilities 
of  the  parties,  but  the  security  being  relied  on  rather  than 
the  signatures. 

Advances  to  customers  amount  to  eighteen  millions,  and 
this  is  by  far  the  largest  group  of  assets  in  the  Balance 
Sheet.  It  represents  money  lent  on  almost  all  and  every 
class  of  security,  provided  it  be  of  a  fairly  realisable 
nature.  The  security  will  vary  with  the  locality :  in 
towns  it  may  be  investments,  goods,  and  staple  com- 
modities, from  railway  debentures  down  to  bales  of 
cotton ;  in  the  country  it  may  take  the  form  of  landed 
property  under  mortgage;  and  in  the  suburbs  of  "eligible 
villa  residences,"  though  it  must  be  said  that  in  advancing 
on  houses  and  land  the  banks  will  usually  only  do  so  as  a 
temporary  matter.  The  money  sunk  in  loans  and  advances 
cannot  be  said  to  be  easily  realisable  as  a  whole  if 
suddenly  needed,  and  the  proportions  to  which  these  loans 
may  amount  must,  from  consideration  of  safety,  be 
restricted,  though  the  rate  of  interest  yielded  by  these 
assets  is  higher  and  more  tempting  than  that  produced  by 
those  more  liquid. 

The  premises  are  stated  in  the  Balance  Sheet  at  about 
;t8oo,ooo.  They  are  usually  freehold,  and,  being  written 
down  fax  below  their  value  or  their  original  cost,  provide 
another  secret  reserve,  though  it  is  only  the  exact  amount 
which  is  secret,  and  not  the  fact  of  its  existence. 

Acceptances  on  behalf  of  customers  appear  on  both  sides 
of  the  Balance  Sheet.  They  are,  of  course,  on  the  face  of 
them,  hills  payable  accepted  by  the  bank,  which  relies  on 
its  own  customers  to  put  it  in  funds  at  maturity.  Some  of 
them  will  be  covered  by  security  of  various  descriptions, 
and  some  of  them,  drawn  by  banks  abroad  for  exchange 
operations,  will  be  covered  by  no  security  at  all. 

Before  considering  the  position  of  the  other  great  bank, 
the  Bank  of  England,  it  will  be  useful  to  glance  at  the 
position  of  the  money  dealers,  who  are  in  a  way  the 
satellites  of  the  other  bankers. 

Of  these  the  borrowers  on  the  Stuck  Exchange  form  one 


great  class  and  the  bill  dealers  another.  The  Stock 
Exchange  borrowings  are  to  a  very  great  extent  the  out- 
come of  the  contango  system.  If  a  speculator  has  bought 
stock  for  the  rise  without  having  the  money  to  pay  for  it, 
and  as  settlement  day  draws  near  hds  hopes  have  not  yet 
been  fulfilled,  he  will  usually  instruct  his  broker  to  "carry 
the  stock  over "  to  the  next  account.  Acting  on  these 
instructions  the  broker  will  find  someone  who  is  prepared 
to  lend  money  on  the  stock  for  the  forthcoming  account, 
and  in  all  probability  that  lender  is  himself  pledging  the 
stock  to  his  banker.  Thus  the  money  lent  by  a  banker  on 
Stock  Exchange  securities  from  one  fortnightly  settlement 
to  the  next  as  a  rule  eventually  conoes  to  be  lent  to  the 
speculator  on  security  he  has  purchased  for  the  rise.  It  is 
consequently  not  easy  to  recall  suddenly  in  troubled  times. 
In  order  to  understand  the  position  of  money  lent  to 
the  bill  brokers  and  discount  houses  some  account  of  their 
business  is  necessary.  Their  occupation  is  one  which  the 
other  bankers  could  carry  on  if  they  had  the  time  and  the 
inclination ;  it  is  simply  that  of  the  purchase  and  sale  of 
bills  of  exchange. 

They  are  open  to  discount  approved  acceptances  at  the 
finest  possible  rates,  and  they  do  so  almost  entirely  by 
means  of  money  borrowed  from  the  banks  on  batches  of 
bills  which  they  have  already  purchased.  The  banks  them- 
selves discount  trade  bills  for  their  own  customers,  but 
almost  all  the  bank  bills,  and  a  large  proportion  of  the 
trade  bills,  are  sent  by  merchants  to  the  discount  com- 
panies, who  have  an  intimate  knowledge  of  the  larger 
firms'  financial  standing,   and  quote  fine  rates. 

Having  bought  the  bills  the  discount  houses  either  re-sell 
them  to  the  banks,  if  the  latter  are  buying,  and  make  a 
slight  profit  in  the  rate  of  discount,  or  themselves  hold  the 
bills  until  maturity.  They  conduct  their  business  almost 
entirely  on  borrowed  capital,  as  the  following  Balance 
Sheet  will  serve  to  show:  — 

Discount  Company. 


Capital  paid  up  . .        . .  800,000 

Reserve 400,000 

Deposits     and    Sundry 

Balances  ..         ..10,100,000 

Bills  Re-discounted     . .  3,000,000 

Rebate 64,000 

Profit  and  Loss  . .        . .  60,000 


£14,42  »,ooo 


Cash  at  Bankers 

Investmei\|s 

Loans 

Sundry  Balances 

Bills  Discounted 

Premises  . . 


£ 

1,800,000 

2,300,000 

52,000 

10,000,000 

102,000 


£14,424.000 


The  ten  millions  of  deposits  on  the  liabilities'  side  repre- 
sent borrowings  from  the  bankers  (and  to  a  small  extent 
from  the  public),  and  the  corresponding  assets  are  seven 
millions  of  bills  of  exchange  and  three  millions  of  invest- 
ments and  loans  to  other  people.  The  cash  in  hand  is 
;£■  1 70,000,  something  less  than  2  per  cent,  of  the  liabilities, 
and  those  liabilities  'are  repayable  partly  at  call  and  partly 

at  a  few  days'  notice.  C^  r^r^r^Ar^ 
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It  is  obvious  that  this  institution  is  keeping  no  cash 
reserve  worth  mentioning,  and  the  reason  is  that  it  cannot 
afford  to  do  so ;  it  is  paying  interest  on  every  penny  of  its 
liabilities,  and  almost  every  penny  of  its  assets  must  be 
interest  producing.  It  is  out  of  the  difference  between  the 
rate  at  which  it  borrows  and  the  rate  of  interest  yielded 
by  putting  the  money  into  bills  that  the  discount  house 
pays  its  expenses  and  secures  its  profit,  and  the  margin 
is  cut  fine  by  competition. 

If  some  of  the  banks  require  repayment  of  part  of  their 
advances  the  bill  broker  relies  on  the  maturing  of  part  of 
his  bill  portfolio,  or  on  being  able  to  borrow  money  from 
the  other  bankers.  If  all  the  bankers  are  recalling  money 
there  is  only  one  institution  which  will  give  the  broker  the 
assistance  he  requires — ^viz.,  the  Bank  of  England — and 
he  is  averse  to  going  to  the  Bank  if  he  can  avoid  it,  for  he 
will  have  to  pay  its  rate  of  interest,  which  usually  spells 
a  loss. 

The  rate  of  discount  at  which  bill  brokers  are  prepared 
to  buy  bills  is,  of  course,  dependent  mainly  on  the  rate  they 
pay  to  the  bankers  for  their  working  capital ;  they  have 
little  concern  with  the  official  discount  rate  of  the  Bank  of 
England,  except  as  the  rate  of  a  rival  institution,  and  a 
general  standard  which  they  do  their  best  to  underbid.  In 
fixing  their  rates,  however,  they  are  forced  to  consider  not 
only  the  rates  which  working  capital  now  cost  thecn,  but 
its  probable  quotation  every  day  in  the  fuiture  until  theii 
projected  purchases  shall  mature. 

Nor  can  they  be  said  to  be  entirely  free  agents  in  the 
fixing  of  discount  quotations ;  they  are  dei>endent  on  the 
banks  for  the  greater  part  of  their  working  capital,  and 
by  raising  the  rates  for  its  hire  the  bankers  can  force  them 
to  put  up  the  rates  at  which  they  can  afford  to  buy  bills 
from  the  public. 

The  official  minimum  discount  rate  of  the  Bank  of 
England  is  the  minimum  rate  at  which  it  is  prepared  to 
buy  first-class  acceptances  ;  it  is  not  fixed  on  the  same  lines 
as  the  discount  houses  fix  their  rates,  and  in  ordinary  times 
they  have  little  difficulty  in  underbidding  it.  Nevertheless, 
they  do  not  lose  sight  of  the  fact  that  it  is  the  rate  they 
will  have  to  pay  if  demands  for  repayment  from  the  other 
bankers  force  them  to  sell  some  of  their  bills  to  the  Bank 
Off  England. 

The  Bank  of  England,  too,  occasionally  objects  to  the 
discount  houses  lowering  quotations  to  a  figure  far  below 
its  own  published  discount  rate.  It  may  be  from  a  personal 
aversion  to  being  left  out  in  the  cold  (for  the  Bank  in  its 
discounting  capacity  is  to  some  extent  the  rival  of  the  other 
discount  houses),  or  it  may  be  from  reasons  of  financial 
policy.  In  such  a  case  it  induces  the  other  bankers,  by 
co-operation  ar  by  compulsion,  to  cut  down  supplies  of 
working  capital  to  the  discount  houses,  who  are  then 
forced  to  come  to  it  for  assistance,  and  pay  the  rates  it 


asks.     They   are  then  naturally  forced  to  raise  market 
quotations  or  trade  at  a  loss. 

The  remaining  figure  to  be  considered  is  the  Bank  of 
England,  popularly  called  the  Bank. 

The  exact  function  it  fulfils  is  the  subject  of  much  mis- 
apprehension, and  it  may  be  worth  while  to  define  it. 

The  Bank  is  not  a  Government  office,  nor  is  the  Govern- 
ment responsible  for  its  obligations.  It  acts  as  the  Govern- 
ment banker,  just  as  any  other  banker  might,  and  as  regis- 
trar of  the  National  Debt,  in  the  same  manner  as  the 
London  and  Westminster  acts  for  some  of  the  Australian 
Colonies.  It  advances  money  to  the  Government  pending 
the  inflow  of  taxation,  and  is  always  in  close  touch  with 
the  Exchequer,  but  it  is  not  a  Government  department. 
Besides  acting  as  banker  for  the  State,  it  fills  a  similar 
capacity  for  many  of  the  large  commercial  houses,  and  for 
the  whole  of  the  London  clearing  bankers ;  it  also  enjoys 
a  limited  privilege  of  issuing  nates. 

In  order  to  understand  the  constitution  of  the  Bank  it  is 
necessary  to  hark  back  to  conditions  prevailing  early  in 
the  last  century,  when  George  IV.  was  on  the  Throne.  In 
those  days  bank-notes  formed  the  popular  currency ;  pay- 
ment by  cheque  was  a  privilege  reserved  for  a  wealthy  few, 
as  the  existing  private  banks  demanded  large  permanent 
balances  from  their  customers.  Notes  were  issued  by  the 
Bank  of  England  and  by  country  private  bankers,  but  the 
private  banks  in  London  had  discontinued  the  practice 
owing  to  the  Bank  of  England's  competition.  The 
liabilities  of  the  country  bankers  were  large,  and  almost 
entirely  consisted  of  their  note  issues.  When  in  the  fullness 
of  time  a  crop  «:)f  failures  (xrcurred  among  them,  the  loss 
to  the  middle  and  lower  classes  was  serious ;  that  large 
part  of  the  country's  currency  which  took  the  shape  of 
notes  tended  to  become  discredited,  and  trade  was 
consequently  impeded. 

In  1844  the  Bank  Charter  Act  was  passed,  and  it  was 
designed  to  secure  the  country's  currency  by  gradually 
extinguishing  private  note  issues,  substituting  that  of  the 
Bank  of  England  and  securing  its  convertibility.  It  has 
accomplished  these  objects  almost  completely,  but  another 
custom  has  arisen  which  was  not  foreseen.  Notes  as  a 
currency  medium  have  almost  disappeared.  The  cheque 
has  supplanted  it  as  a  means  of  universal  payment,  and 
notes  are  only  used  to  a  restricted  extent. 

Under  the  Bank  Charter  Act  the  Bank  of  England  was 
split  into  two  distinct  halves,  to  one  of  which  the  business 
of  note  issue  was  entrusted,  while  the  general  banking 
business  was  relegated  to  the  other.  This  division  still 
subsists,  and  is  reflected  in  the  published  Balance  Sheet. 

The  Issue  Department   carries  on   its  business  as  an 
entirely  separate  undertaking,  with  separate  assets  where- 
with to  meet  its  liabilities,  and  a  separate  portion  of  the 
bank  building.    Its  functions  are  piiFel^r  automatic.   It  may 
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issue  not&s  up  to  just  over  eighteen  millions  against 
Government  securities  held,  but  for  every  note  issued 
above  that  figure  gold  to  the  full  face  value  must  be  in  its 
possession.  The  interest  on  the  securities  pays  for  the 
printing  of  the  note,  the  clerical  labour  involved,  and 
provides  a  moderate  profit  for  the  Bank.  Under  these 
circumstances  the  convertibility  of  its  notes  is  practically 
assured,  as  a  glance  at  the  Issue  Department's  Balance 
Sheet  will  show.  Notes  issued  to  the  public,  and  to  the 
other  half  of  the  Bank  of  Kngland  itself,  amount  to  49 
millions,  and  the  assets  to  meet  these  are  eighteen  millions 
of  securities  and  thirty-one  millions  of  gold.  As  long  as 
eighteen  millions  of  notes  remain  in  circulation  paper  can 
be  exchanged  for  the  metal  it  represents,  and  it  is  in  the 
highest  degree  unlikely  that  the  circulation  will  ever  fall 
below  that  sum.  Experience  shows  that  even  in  the 
extremity  of  panic  the  Bank  of  Kngland  note  passes 
unchallenged ;  it  is  legal  tender,  and  can  be  used  for  the 
payment  of  the  nation's  debts. 

Under  the  Act  of  1844  anyone  may  take  sovereigns  to  the 
Bank  and  demand  notes  in  exchange  for  them.  The  notes 
are,  of  course,  payable  to  bearer  on  demand.  The  function 
of  the  Issue  Department  is  thus  clearly  automatic :  if  gold 
comes  in,  notes  are  printed  and  go  out ;  if  notes  come  in 
for  payment,  they  are  cancelled  on  delivery  up  of  the  gold. 
The  note  issued  thus  exercises  little  influence  over  the 
money  market  in  normal  times,  though,  in  days  of  panic, 
when  the  public  is  rushing  to  cash  its  cheques  into  notes 
or  gold,  of  which  there  is  but  a  limited  supply,  the  direc- 
tors and  the  Government  may  jointly  resolve  to  break  the 
Act  of  1844,  and  to  issue  notes  against  securities  over  and 
above  the  limit  of  eighteen  millions.  The  excess  nott? 
thus  issued  against  securities  obviously  could  not  be  all 
of  them  honoured  in  gold,  but,  as  has  already  been  said, 
the  public  is  satisfied  when  it  gets  notes  and  does  not  wish 
to  present  them. 

Bank  of   England. 


Issue  Dkpartment. 


Notes  Issued 


49.368,535 


£49.368.535 


Government  Debt.        ..11,015,110 
Other  Securities  . .    7.434,900 

Gold  Coin  and  Bullion. .  30,918,535 


£49.368,535 


Banking  Dei'Artmknt. 


CipiUl 

Rest         

Public  Deposits 
Other  Deposits.. 
Seven   Day  and  other 
Bills 


M.553.000 
3.533.350 
7,810,844 

47,286,99a 

93.684 
£73.277,870 


£ 

Government  Securities  13,439.473 

Other  Securities         . .  37.224,692 

Notes 21,091,090 

Gold  and  Silver  Coin . .  i  ,522 ,61 5 


£73.877.870 


The  other   department   of   the   Bank   is    its    "Banking 


Department,"  whose  Balance  Sheet  forms  the  second  half 
of  the  composite  statement  given  above. 

This  department  is  a  bank  in  the  ordinary  sense  of  the 
word,  but  exceeds  most  banks  in  the  nature  and  size  of  its 
operations. 

Its  chief  customers  are  the  other  bankers  themselves  and 
the  Government,  and  owing  perhaps  to  the  fact  that  they 
are  of  such  standing  the  Bank  keeps  in  hand  a  far  greater 
proportion  of  its  deposits  in  notes  and  coin  than  do  the 
other  bankers.  Its  cash  balance  is  usually  about  45  per 
cent,  of  its  liabilities,  as  compared  with  the  other  bankers' 
15  or  20.  This  great  accumulation  of  idle  money  is  its 
most  striking  feature. 

It  will  be  useful  to  glance  at  the  items  in  the  Balance 
Sheet  in  detail. 

The  Proprietors'  Capital  amounts  to  145^3  millions,  and 
the  striking  point  about  this  figure  is  its  magnitude ;  it  is 
as  large  as  the  united  capital  of  the  State  Banks  of  France 
and  Germany,  and  the  paid-up  capital  of  other  domestic 
banks  looks  insignificant  in  comparison.  For  instance,  the 
three  millions  of  the  London  and  Westminster.  Its  size, 
ot  course,  gives  the  Bank  a  great  .amount  of  power,  quite 
irrespective  of  its  customers'  balances. 

The  Rest,  three-and-a-half  millions,  is  the  undivided 
balance  of  Profit  and  Loss  Account.  It  is  not  permitted  to 
fall  below  three  millions,  and  to  that  extent  may  be 
regarded  as  a  reserve,  and  as  an  addition  to  the  working 
capital. 

The  third  and  fourth  items,  the  "Government "  and  the 
''Other"  deposits  form  the  Banking  Department's  liabili- 
ties, 50  millions  in  all.  There  is  a  slight  difference  between 
the  two  classes,  inasmuch  as  the  "other"  deposits  are 
subject  to  withdrawal  in  times  of  emergency  by  the  bankers 
and  traders  to  whom  they  are  due,  but  the  same  possibility 
hardly  attaches  to  the  Goverrmient  balance. 

The  weekly  variations  in  these  figures  indicate  roughly 
the  state  of  the  supply  of  loanable  capital.  The  "other 
deposits  "  are  composed  of  amounts  owing  to  the  public 
in  general  and  to  the  other  bankers  in  particular.  The 
portion  due  to  the  public  (excluding  bankers)  may  be  taken 
to  be  fairly  constant,  and  it  follows  that  any  variation  in 
the  total  is  probably  due  to  fluctuations  in  the  other 
portion— the  bankers'  balances— and  according  as  it  rises 
or  falls,  so  the  inference  may  be  drawn  that  they  have 
money  in  abundance  or  the  reverse. 

As  a  rule,  during  the  first  quarter  of  the  year  the  Govern- 
ment deposits  show  a  tendency  to  grow,  while  the  other 
deposits  are  steadily  declining.  This  phenomenon  is  due 
to  the  fact  that  the  Government  is  busily  engaged  in  the 
collection  of  the  income-tax  and  other  duties,  which  are 
paid  to  them  in  the  shape  of  cheques  on  the  other  bankers, 
causing  the  latter  to  decrease  their  balances.  In  additioa 
to  drawing  on  their  money  at  the  BanpTtho  other  bankers 
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are  forced  to  call  in  money  from  the  bill  brokers,  who  are 
forced  sometimes  to  go  to  the  Bank  of  England  for  the 
necessary  accommodation.  It  consequently  follows  that 
in  such  a  time  money  is  likely  to  be  dear,  and  the  Bank 
of  England's  influence  over  ruling  rates  of  discount  tends 
to  be  strong.  When,  about  the  5th  April,  the  money 
collected  is  used  by  the  Government  to  pay  its  liabilities 
conditions  are  reversed  ;  the  other  deposits  increase,  while 
the  public  deposits  fall,  the  brokers  repay  the  money  they 
have  borrowed  from  the  Bank  of  England,  and  its  influence 
on  their  quotations  wanes — money  becomes  cheaper. 

If  in  times  of  alarm  the  other  deposits  increase  (as  they 
usually  do)  the  inference  is  that  the  other  bankers  are 
strengthening  their  cash  balance  with  the  Bank  of 
England. 

Government  securities  appear  on  the  assets'  side  at  about 
twelve  millions,  a  figure  which  is  again  remarkable  for  its 
magnitude. 

The  "Other"  securities  are  not  necessarily  of  a  lower 
standard  than  the  "Government  **  item,  but  are  of  a  much 
more  varied  character.  Included  in  this  figuie  are  the 
Bank's  holding  of  corporation  and  debenture  stocks,  which 
are  doubtless  fairly  stationary,  and  the  more  active  items 
of  bills  discounted  and  loans  on  security.  These  latter 
usually  fluctuate  according  to  the  extent  to  which  the  bill 
brokers  and  money  dealers  are  forced  to  have  recourse  to 
the  Bank  in  order  to  pay  their  other  creditors — i.e.,  the 
other  bankers — and  vary  to  some  extent  in  sympathy  with 
the  other  bankers'  balances  with  the  Bank  of  England — 
i.e.,  the  "other  deposits." 

The  remaining  figures  on  the  assets'  side  are  notes  and 
coin  to  the  extent  of  over  22  millions,  the  notes  being  the 
equivalent  of  actual  gold  held  in  the  Issue  Department. 
This  cash  reserve  amounts  to  a  far  greater  proportion  of 
the  Bank's  liabilities  than  would  be  the  case  if  the  Bank 
of  England  carried  on  an  ordinary  banking  business  and 
nothing  more;  it  works  out  at  41  per  cent,  of  the  Bank's 
current  and  deposit  liabilities,  as  compared  with  the  other 
bankers'  18  or  20,  and  is  wholly  in  the  shape  of  legal  tender, 
while  a  great  part  of  theirs  is  merely  a  curreat  account 
balance  with  the  Bank  of  England  itself.  It  is  because 
the  Bank  is  the  Government  depository  as  well  as  that  of 
the  other  bankers  that  this  high  percentage  is  maintained, 
and  it  is  on  the  main<tenance  of  a  sufficiently  high  ratio  by 
the  Bank  of  England  that  the  whole  fabric  of  English  bank- 
ing credit  may  be  said  primarily  to  depend.  In  days  when 
a  banking  panic  appears  on  the  horizon  the  Bank  of 
England's  cash  reserve  plays  the  most  important  part.  At 
such  times  two  courses  are  open  to  the  Bank.  One  is  to  try 
and  convert  its  assets  into  money,  to  call  in  its  loans,  to 
refuse  to  advance  anything  more  to  anybody,  to  rely  on 
its  reserve  of  cash  and  prepare  for  the  worst.  Such  a 
course  has  been  tried  in  the  past,  and  nearly  wrecked  the 


country's  commerce,  and  for  these  reasons :  the  course 
here  suggested  for  the  Bank,  that  of  retrenchment,  is  just 
the  policy  on  which  all  the  other  banks  are  working,  each 
anxious  for  its  own  safety,  each  calling  in  money  and 
refusing  to  lend.  At  the  same  time,  merchants  with 
acceptances  to  meet,  bill  brokers  whose  working  capital 
has  been  recalled,  are  running  round  the  City  with  abso- 
lutely indisputable  security,  each  feverishly  anxious  to 
borrow  in  order  to  str^igthen  his  position,  or  to  honour 
his  obligations.  Unless  in  these  circumstances  the  Bank 
of  England  will  adopt  the  bolder  policy  of  making  loans 
these  would-be  borrowers  will  have  to  face  the  storm  in  all 
their  unpreparedness,  and  the  fever  of  anticipation  will 
become  intense. 

The  Bank  has  in  the  past  realised  that  its  only  hope  of 
stifling  the  panic  lies  in  the  direction  of  lending  freely  on 
any  security  which  is  good  in  ordinary  times,  and  the  loans 
are  all  made  out  of  its  cash  reserve.  Hence  the  great 
importance  of  its  sufflciency. 

There  are,  however,  in  ordinary  times  many  demands  on 
the  Bank's  cash  balance,  and  occasionally  energetic 
measures  are  needful  in  order  to  prevent  it  ebbing  away. 

In  the  first  place,  the  fact  that  the  other  bankers  keep 
but  little  cash  in  their  tills,  and  large  balances  at  the  Bank 
of  England,  causes  any  extra  demand  for  currency  to  fall 
on  the  Bank's  cash  reserve ;  if  the  public  cashes  its  cheques 
into  notes  and  coin  the  other  banks  draw  currency  from 
the  central  institution  to  replenish  their  tills.  In  the  next 
place,  there  are^times  when  foreign  banks  in  London  and 
exchange  dealers  decide  to  ship  gold  abroad  to  their 
foreign  houses,  either  to  secure  the  small  profit  sometimes 
obtainable,  or  as  a.  means  of  remittance  when  bills  payable 
abroad  are  scarce.  In  all  these  cases,  be  the  demand  for 
money  to  pay  agricultural  wages  or  to  ship  abroad,  the 
gold  comes  out  of  the  cash  balance  of  the  Bank  of  England, 
and  for  the  time  being  weakens  its  position.  In  the  case 
of  money  sent  down  into  the  provinces  to  pay  wages,  its 
return  in  a  few  weeks  can  be  usually  counted  on.  It  trickles 
back  through  the  hands  of  the  local  shopkeepers,  their  local 
banks,  thence  to  the  banks'  head  offices,  and  so  to  the 
Bank  of  England. 

On  the  other  hand,  if  gold  is  taken  for  abroad,  it  is  gone 
for  good,  and  if  the  bank  desires  to  keep  its  reserve  at  the 
original  level  it  must  attract  fresh  gold  from  abroad. 

It  provides  this  attractive  force  by  raising  the  rate  of 
interest  generally  ruling  in  this  country.  The  enhanced 
return  then  obtainable  here  induces  foreign  banks  to  send 
money  to  London  for  employment,  and  some  of  it  usually 
comes  in  gold.  This  well-known  custom  on  the  part  of  the 
Bank  of  England  explains  the  keen  interest  which  the 
money  market  takes  in  its  published  bullion  returns; 
heavy  withdrawals  of  gold  usually  foreshadow  a  rise  in  the 
Bank  rate  for   loans   and   discoun;ts,   accompanied  by  a 
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general  tightening  up  of  money  rates  all  round,  and  these 
are  maitters  of  vital  import  to  those  who  trade  on  borrowed 
capital.  A  few  exports  alone  are  sufficient  to  cause  the 
other  bankers  and  the  money  market  to  raise  their  rates, 
even  though  the  Bank  of  England  has  not  actually  yet 
raised  its  own. 

If  the  Bank  desires  to  see  the  ruling  rate  of  interest  at  a 
higher  level  it  is  not  sufficient,  of  course,  that  it  shall  raise 
its  own  rate  of  discount  and  int^est,  and  rest  with  doing 
that.  It  has  already  been  mentioned  that  the  bill  brokers 
and  money  dealers  do  not  base  their  own  quotations  on 
the  Bank  of  England's  rates ;  they  endeavour  to  underbid 
them.  It  consequently  sometimes  becomes  incumbent  on 
the  Bank  to  force  the  money  market  to  raise  its  quotations. 

The  mere  raising  of  the  Bank  rate  affects  the  other 
bankers  to  some  extent,  for  since  the  interest  on  their 
customers*  deposits  is  calculated  at  ''i,^-  |>er  cent,  below 
Bank/'  a  rise  in  the  laitter  means  that  they  will  have  to  pay 
more  for  a  portion  of  their  money.  This  in  its  turn  inclines 
them  to  charging  the  bill  broker  a  higher  price  for  his 
borrowed  capital,  and  that  compels  him  to  increase  the  rate 
of  discount  charged  ito  the  public. 

At  times,  howe\'er,  so  great  is  the  supply  of  idle  money 
in  the  other  bankers'  hands,  that  they  are  bound  either  to 
keep  it  idle  or  let  the  bill  brokers  have  it  at  a  cheap  rate, 
notwithstanding  the  position  of  the  Bank  of  England's 
official  minimum.  The  Bank  of  England  in  such  a  case 
finds  that  the  market  does  not  follow  the  rise  in  its  own 
quotations,  and  goes  to  the  root  of  the  matter  by  itself 
borrowing  the  excess  of  idle  money  which  stande>  in  its 
way.  Its  aim  is  to  induce  the  other  bankers  to  recall  some 
of  their  loans  to  the  market,  thus  creating  an  artificial 
scarcity,  in  which  the  discount  houses  will  be  compelled 
to  come  to  it  for  advances,  and  pay  the  higher  rates  it  is 
endeavouring  to  bring  about. 

The  way  in  which,  during  the  last  two  months  of  1905, 
the  Bank  attained  its  object  was  by  approaching  some  of 
the  largest  joint-stock  banks  with  the  request  that  they 
would  recall  some  of  their  loans  to  the  bill  brokers,  and 
place  the  money  on  deposit  with  the  Bank  of  England 
itself.  The  other  bankers'  ac(^uiescence  created  a  sudden 
artificial  scarcity,  and  bill  brokers  were  forced  to  apply 
to  the  Bank  for  advances  and  discounts,  [>ay  the  rates  it 
demanded,  and  raise  their  quotations  generally.  The 
Bank  had  made  its  rate  "effective,"  and  the  threatened 
drain  of  money  to  the  Continent  disappeared  from  sight. 

Prior  to  this  winter  (1905-6)  the  Bank  had  been 
accustomed  to  make  its  rate  effective  by  a  more  roundabout 
process.  It  would  sell  large  blocks  of  Consols  on  the 
Stock  Exchange  for  cash,  and  for  this  stock  the  jobbers 
had  to  pay.  Their  cheques  on  their  own  bankers 
diminished  these  bankers'  cash  balances,  and  in  order  to 
replenish  them  money  had  to  be  recalled  from  the  bill 


brokers,  who  in  their  turn  had  to  apply  to  the  Bank  of 
England  in  the  usual  manner.  The  same  result  is  here 
achieved,  but  the  process  is  one  of  compulsion  on  the 
Bank's  part,  as  opposed  to  co-operation  with  the  joint- 
stock  banks  in  the  later  precedervt. 

The  amount  of  money  which  the  Bank  is  required  to 
absorb  from  the  money  market  in  order  to  stiffen  rates  is 
comparatively  small,  when  the  total  deposits  of  the  joint- 
stock  banks  are  considered.  The  borrowing  of  about  five 
millions  of  floating  money  during  one  week  early  in  last 
December  sufficed  to  raise  discount  quotations  from 
3^  (which  was  ^  per  cent,  below  Bank  rate)  up  to  the 
Bank's  official  minimum  of  4  per  cent.  This  was  on  the 
occasion  when  the  Bank  had  borrowed  that  sum  from  the 
other  bankers,  who  wete  comp^ing  the  bill  brokers  to 
apply  to  the  Bank  for  assistance  at  its  official  rates  of 
5  per  cent,  for  loans  and  4  per  cent,  for  discounts.  The 
total  deposits  of  the  joint-stock  banks  are  somewhere  in 
the  neighbourhood  of  six  hundred  millions,  and  that  a 
demand  for  less  than  a  hundredth  part  of  this  sum  should 
cause  an  appreciable  disturbance  in  rates  shows  how 
delicate  is  the  equipoise  of  outr  money  market. 

The  policy  of  the  Bank  of  England  in  times  of  threatened 
crisis  has  already  been  indicated.  It  is  that  of  lending 
freely  out  of  the  cash  reserve  to  all  and  sundry,  provided 
they  presen*  security  which  in  ordinary  times  is  accepted ; 
for  instance.  Consols  and  first-class  acceptances.  It  is 
obvious  that  if  this  process  be  persisted  in  the  reserve 
will  soon  be  be  down  to  vanishing  point,  attacked  as  it  is 
by  a  simultaneous  demand  for  repayment  of  old  liabilities 
and  for  fresh  advances,  and  the  question  arises  as  to  how 
any  fresh  requests  for  accommodation  are  to  be  met  when 
it  is  gone.  The  position  is  that  the  Bank  Charter  Act 
forbids  the  issue  of  notes  over  eighteen  millions,  unless 
gold  be  held  for  them,  and  the  would-be  borrowers  have 
only  first-class  security  to  offer.  If  they  could  have  loans 
they  would  not  object  to  taking  them  in  notes,  which  are 
legal  tender,  and  there  is  little  fear  of  any  excess  issues 
of  notes  ever  being  presented.  Under  these  circumstances 
the  Bank  obtains  an  indemnity  from  the  Government, 
breaks  the  law,  takes  their  security,  and  lends  them  notes — 
notes  issued  by  the  Issue  Department  against  security  over 
and  above  the  l^al  limit.  These  extra  issues,  of  course, 
weaken  the  position  of  the  Issue  Department  in  case  of  a 
run  on  it,  but  past  experience  goes  to  show  that  even 
when  affairs  are  at  their  worst  the  public  does  not  question 
the  Bank  of  England  note.  The  mere  knowledge  that  notes 
can  be  obtained  in  exchange  for  reasonable  security  is  in 
itself  almost  enough  to  arrest  a  panic.  It  is  the  fear  that 
there  will  not  be  a  large  enough  supply  of  legal  tender  to 
"go  round  "  which  is  one  of  its  fostering  causes. 

It  is  now  possible  to  analyse  a  money  market  price  list, 
such  as  is  appended:—  Digitized  by 


672 


THE    ACCOUNTANT 


May  26,  1906. 


(i)  Bank  Rate,  3  per  cent. 
{2)  Deposits,  i^  per  cent. 

(3)  Short  Loans,  2 — 2%  per  cent. 

(4)  Discount  (three  months  bank  bills),  2}i  per  cent. 

(5)  Fortnightly  Loans,  3  per  cent. 

The  Bank  of  En^landjs  official  miniimum  rate  of  discount 
is  given  as  3  per  cent.  Its  rate  for  loans  covered  by 
security  is  ^  per  cent.,  or  i  per  cent,  above  this  figure  as 
a  rule.  These  rates  are  fixed  in  ordinary  times  at  the  Bank 
directors'  weekly  meetings  on  Thursdays.  The  Bank  of 
England  does  not  make  a  practice  of  allowing  interest  on 
money  deposited  with  it,  and  in  this  its  custom  differs  from 
that  of  the  other  banks,  which  are  usually  prepared  to 
accept  money  on  deposit  from  the  public  at  (in  London) 
i^  per  cent,  below  Bank  rate,  and  in  the  country  at  rates 
which  are  sometimes  a  little  higher. 

The  rates  charged  by  the  other  banks  to  the  discount 
houses  for  their  "short  borrowings"  are  given  ait  2  to  2% 
per  cent.  These  rates  vary  from  day  to  day,  and  perhaps 
several  times  in  the  course  of  a  day,  according  to  the 
number  of  brokers  who  come  to  borrow,  and  the  available 
supply  of  money  under  the  Bank's  control. 

The  rate  at  which  the  discount  houses  were  themselves 
prepared  to  deal  in  bills  is  given  at  2^  p>er  cent.  This 
rate  was,  at  the  date  taken,  ^  per  cent,  below  the  Bank  of 
England's  published  official  minimum,  and  this  is  the 
extent  to  which  the  discount  brokers  had  succeeded  in 
underbidding  the  Bank.  This  "  market  "  rate  is  obviously 
always  dependent  upon  the  rate  at  which  the  other  bankers 
are  prepared  to  find  working  capital  for  the  bill  brokers 
to  employ. 

The  last  rate  given  is  that  which  operators  on  the  Stock 
Exchange  were  being  compelled  to  pay  for  loans  on 
securities  they  had  purchased  for  which  they  had  not  the 
ready  money  to  pay.  It  is  through  the  medium  of  this  rate 
that  the  state  of  the  money  market  makes  itself  felt  in  the 
speculative  departments  of  the  Stock  Exchange.  When 
money  is  dear  loans  on  speculative  securities  will  not  be 
easy  to  obtain,  or  cheap  in  their  price — the  increased 
interest  charge  will  lessen  or  may  extinguish  any  reason- 
able chance  of  a  profit.  Again,  when  money  is  cheap  il 
sometimes  occurs  that  securities  yielding  perhaps  5  per 
cent,  are  purchased  entirely  with  money  borrowed  at 
possibly  3,  simply  in  order  to  obtain  the  margin  of  interest 
between  the  rates  paid  and  received.  It  is  obvious  in  this 
case  that  any  "  difference  "  thus  secured  is  entirely  profit, 
as  the  operator  invests  none  of  his  own  capital  in  his 
speculation.  Immediately  the  charge  for  money  rises, 
however,  the  profit  disappears ;  the  stock  must  be  sold  to 
repay  the  loan ;  and  if  in  the  meantime  tlie  market  quota- 
tion of  that  particular  security  has  fallen,  the  loss  ol 
capital  will  lessen  or  extinguish  the  interest  profit,  or 
possibly  plate  the  balance  on  the  wrong  side. 

In  all  their  movements  the  five  rates  of  interest  may  be 
roughly  said  to  act  in  harmony,  and  to  centre  round  the 


Bank  of  England's  official  rate.  The  other  bankers'  deposit 
rate  follows  the  Bank  rate  automatically.  The  market, 
discount,  and  other  rates  may  at  times  follow  their  own 
courses  without  reference  to  it,  but  this  divergence  is 
usually  only  for  a  short  period,  the  result  perhaps  of  some 
temporary  abundance  or  occasional  scarcity. 

The  primary  cause  which  regulates  the  Bank  rate  has 
already  been  said  to  be  the  cash  reserve  of  the  Banking 
Department  at  the  Bank  of  England — in  other  words,  the 
position  of  that  department  with  regard  to  stability ;  but 
the  causes  which  make  for  a  rise  or  fall  in  the  degree  of 
stability  at  any  time  are  many  and  various. 

One  matter  is  the  political  situation.  When  clouds 
appear  to  threaten  international  harmony  the  bankers  of 
all  nations  try  to  restrict  their  operations,  and  in  the 
process  of  doing  so  withdraw  any  money  they  may  have 
in  excess  in  foreign  capitals. 

Another  matter  is  the  state  of  the  country's  trade,  both 
foreign  and  domestic.  The  banks  are  all  of  them  inti- 
mately interested  in  the  operations  of  producers  and  dis- 
tributors throughout  the  Kingdom.  The  bills  which  they 
hold  represent  for  the  most  part  payment  for  commercial 
transactions,  and  to  the  success  of  those  transactions  they 
look  for  payment.  Their  loans  are  to  a  very  great  extent 
to  the  trading  community.  Any  expansion  in  trade  involves 
an  increased  demand  for  ready  money,  both  in  the  shape 
of  currency  to  pay  wages  and  cheques  to  purchase 
materials.  The  demand  for  legal  tender  tells  on  the 
Bank's  cash  reserves,  and  a  demand  for  additional  loans 
and  discounts  is  felt  by  all  banks,  including  the  central 
institution.  The  result  is  that  money  becomes  dear,  that 
the  Bank  rate  attains  a  high  level,  and  the  ultimate  cash 
reserve  constantly  tends  towards  diminution.  In  course 
of  time  the  briskness  of  trade  evaporates  and  a  period  d 
stagnation  ensues  ;  currency  tends  to  return  to  the  Bank  of 
England  in  a  steady  stream,  and  the  banks  in  general  have 
on  their  hands  more  money  than  they  can  profitably 
employ,  for  the  supply  oi  trading  borrowers  has  fallen  off ; 
the  Bank  rate  falls,  and  those  who  have  money  on  deposit 
at  other  institutions  withdraw  it  for  investment  on  the  Stock 
Exchange,  where  higher  rates  of  interest  are  obtainable. 
The  steady  fiow  of  capital  into  the  investment  markets 
has  the  effect  of  raising  the  price  of  securities  in  general, 
and  this  result,  coming  as  it  does  into  an  institution  where 
there  are  many  eager  to  be  wealthy  as  quickly  as  possible, 
may  induce  a  great  amount  of  speculative  buying  of  stocks 
and  shares,  culminating  in  that  period  of  inflation 
popularly  known  as  a  Stock  Exchange  "boom." 


At  the  conclusion  of  the  lecture  a  discussion  took  place, 
in  which  the  Chairman,  Mr.  F.  G.  Brewers,  and  others 
took  part,  and  to  which  Mr.  Smith  replied,  and  the  meeting 
closed  with  hearty  votes  of  thanks  to  Mr.  Fletcher  for 
presiding,  and  to  Mr.  Smith  for  reading  his  paper. 
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Aancbestet  Cbatteted  accountants 
Stu6cnt5'  Soctetp* 


The  twenty-third  annual  general  meeting  was  held  on 
May  14th,  at  the  Library,  60  Spring  Gardens,  Manchester. 
The  following  are  the 

Report  and  Accounts. 

Your  Committee  have  pleasuie  in  submitting  theii 
Report  for  the  twenty-third  year  of  the  Society's  existence, 
ended  31st  March  1906. 

The  aggregate  membership  is  now  351 — viz.,  28 
honorary  and  323  ordinary  members — as  against  356  at  the 
date  of  the  last  annual  report,  showing  a  decrease  of  five. 
The  variation  is  shown  as  follows :  — 

Hon.  Ordinary 
Membership  at  31st  March  1905  . .         . .        28        328 
Admissions  during  the  year  . .         . .  i  34 


Less : 


29        362 


Resignations 

Deaths        

Members  struck  o£f  in  ac- 
cordance with  Rule  8  . . 


Membership  at  31st  March  1906. . 


Hon.  Ordinary 
I  26 


39 


28         323 


During    the   year   there   have   been    held    six    ordinary 
meetings,  viz.  :  — 

1905. 
Oct.      2. — President's  Address  and  Social  Evening. 

jNov.  6. — Informal  Discussion:  **The  June  Examination 
Questions.'*  Messrs.  F.  Dowler,  A.  R. 
Webb,  and  E.  Turner. 

Dec.    II. — Mock    Shareholders'    Meeting.      Joint    debate 
with  Newcastle  Students'  Society  (promoted 
by    the    Union     of    Chartered    Accountant 
Student  Societies). 
1906. 

Feb.  5. — Joint  Meeting  with  the  Senior  Society. 
Lecture:  "The  Faculty  of  Commerce:  Its 
Interest  to  Accountants."  Professor  S.  J. 
Chapman,  M.A.,  Dean  of  the  Faculty  of 
Commerce  in  the  Victoria  University  of 
Manchester. 

Mar.     5. — Lecture:    "Leaseholds."      Mr.    A.    R.    Moon, 
LL.B.,  Solicitor. 
„     2b.— Short  Papers:    "Points  in  Company  Practice." 
Mr.  W.  O.  Buxton  and  Mr.  A.  F.  Rountree. 


Your  Committee  take  this  opportunity  of  placing  on 
record  the  obligation  which  they  are  under  to  those  gentle- 
men who  have  read  papers  or  opened  discussions  during 
the  year,  as  also  to  those  who  have  presented  books  and 
pamphlets  to  the  Library. 

The  following  are  the  details  of  the  attendances,  &c.,  at 
the  various  classes  :  — 

Partnership  and  Executorship  C/ajj.— Lecturer :  Mr. 
W.  B.  Phillips,  A.C.A.  Spring,  1905 :  Number  of 
members,  34;  average  attendance,  20;  number  of  meet- 
ings held,  6. 

Result  of  Examination  :  — 

First  Prize.  |  Second  Prize. 

D.  D.  Macnaught.  |  W.  S.  Berry. 

(Prizes  given  by  the  President.) 

Special    Prize    for    working    a    set    of    Executorship 

Accounts :  — 

B.  Cossart   I   j-  -j^j 
A.  E.  Cave  J  ^'""'^^ 

(Prize  given  by  the  Lecturer.) 

Bookkeeping  C7<mj.— Lecturer :  Mr.  J.  H.  Stagg,  A.C.A. 
Autumn,  1905 :  Number  of  members,  47 ;  aveirage 
attendance,  28 ;  number  of  meetings  held,  6. 


Result  of  Examination : 

First  Prise. 
W.  S.  Berry. 


Second  Prize. 
A.  W.  Baron. 


(Prizes  given  by  the  President.) 
Examination  Preparation  Class. — Lecturers :  Mr.  R.  N. 
Carter,  F.C.A.,  and  Mr.  H.  S.  Ferguson,  AC.  A. 
Spring,  1905 :  Number  of  members,  17 ;  average  attend* 
ance,  12;  number  of  meetings  held,  12.  Autumn,  1905: 
Number  of  members,  33  ;  average  attendance,  20 ;  number 
of  meetings  held,  4. 

Your  Committee  regret  to  observe  that  at  the  examina- 
tions held  in  connection  with  the  evening  classes  at  the 
University  no  member  of  the  Society  was  placed  in  the 
first  class. 

The  following  members  were  successful  at  the  Institute 
Examinations :  — 


Intermediate. 

May  1903. 

November  1905. 

tWebb.A.  R.,  1st  (Prize). 

1Peake,H.O.,xst  (Prize) 

1  Turner,  E.,  2nd  (bracketed) 

Berry,  W.  S.,'9th  (bracketed) 

Walton,  H.  B.,  X2th 

^ 

Ash  worth,  C.  G. 

Bennett,  D. 

Bamaby.  E.W. 
Bottomley,  R. 
Grundy,  E. 

a»i:"- 

ack,  E. 

JonA,  H.  S. 

ones,  E.  D. 

Sinclair.  J.  R. 

vnowlcs.  E.  M. 

Smith,  F.  E. 

Leake,  G.  L. 

VVomerslcy,  C.  F. 

Miller,  R. 

Pilling,  T. 

•->.                   J 

Stott,  H. 

igitizedbyCjOOQle 
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Final. 


May  1905. 
tDowler,  F..  6tb. 


Barber,  R.  N. 
Barnes,  J.  R. 
George,  G.  B. 
Greenhalgh,  A. 
LongrigK,  H. 
Plait,  T.  A. 
Thomson,  N. 
Walker,  E.  H. 


November  1905. 
+ Ash  worth,  H.,  4th. 
+Lunt,  H.  J.,  5th 
f  Murgatroyd,  G.  B..  7th. 


Beswick,  J.  F. 
Boardman,  H. 
Cossart,  B. 
Craven,  £. 
Goodwin,  G.  H. 
Macnaught,  D.  D. 
Terras,  H. 
Williams,  S. 
Womersley,  J.  W. 
Wonhington,  J  .  H. 

i  Awarded  Prizes  according  to  the  Prize  Fund  regulations. 

Your  Committee  note  with  extreme  pleasure  the  honours 
gained  by  members  of  this  Society  in  obtaining  the  first 
and  second  places  at  the  Intermediate  Examination  held 
in  May,  and  the  first  place  at  that  in  November. 

The  Accountants^  Journal  continues  to  be  used  to  record 
the  transactions  of  the  Society. 

During  the  year  joint  debates  have  been  held  under  the 
auspices  of  the  Union  of  Chartered  Accountant  Student 
Societies,  taking  the  form  of  mock  shareholders'  meetings  of 
"The  Empire  Sugar  Estates  (1900),  Limited."  As  will  be 
seen  from  the  risume  of  the  syllabus  in  paragraph  3  of  this 
report,  this  subject  was  discussed  at  a  meeting  held  in 
Manchester  on  the  nth  December  1905,  in  which  three 
representatives  from  the  Newcastle  Students'  Society  took 
part.  A  meeting  on  similar  lines  was  held  in  Liverpool  on 
the  14th  December  1905,  and  was  aittended  by  Messrs. 
Dowler,  Dryden,  and  Rountree  as  representing  this 
Society. 

Members  of  the  Society  are  again  reminded  that  under 
the  rules  of  the  Union  facilities  are  offered  for  interchange 
of  membership  among  the  Societies  composing  it. 

The  result  of  the  Prize  Essay  Competition  promoted  by 
the  Union  is  not  yet  announced. 

In  connection  with  the  offer  of  the  Institute  of  Char- 
tered Accountants  to  grant  financial  aid  to  Chartered 
Accountant  Students'  Societies  for  the  purpose  of  classes 
preparatory  for  the  Institute  Examinations,  your  Com- 
mittee have,  as  foreshadowed  in  their  last  annual  report, 
le-arranged  the  sclieme  of  classes  during  the  year.     The 

Dr.  Revenue  Account,  Year 


re-arranged  scheme  has  been  approved  by  the  senior 
Society  in  accordance  with  the  requirements  of  the 
Institute  in  this  respect.  Full  particulars  of  the  new 
scheme  were  announced  in  September  last,  the  main  points 
of  alteration  being  that  the  Examination  Preparation  Class 
is  now  free  to  members  of  the  Society,  and  over-lapping 
with  the  Law  classes  at  the  University  has  been  avoided. 

Your  Committee  have  held  five  meetings  during  the 
year,  at  which  there  has  been  an  average  attendance  of 
nine  members,  viz. :  — 


Mr.  H.  S.  Ferguson,  A.C.A.  (Chainnaa),  2. 

Mr.  H.  Ashworth,  A.C.A.       ..  1 

.    G.E.Baskerville, A.C.A...  i 

,    J.  Bell,  A.C.A 4 

•    A.  S.  Brewis,  F.C.A.        . .  2 

m   J.  H.  Brown,  A.C.A.         ..  4 

.    R.  N.  Carter,  F.C.A.        ..  3 

,    A.  Charlesworth,  F.C.A...  i 

.  f  R.  Dirden i 

m   John  Hamer,  A.C.A.        . .  3 

*  Resigned  Z4th  November  1905. 


I    Mr.  H.  S.  Lysons.  A.C.A.       . .  s 

»    W.  B.  Phillips.  A.C.A.     ..  3 

m    J.  A.  Porter 3 

•    A.  F.  Rountree,  A.C.A.    . .  4 

,    J.  H.  Stagg,  A.C.A.  ..  2 

,  ♦N.  Thomson,  A.C.A.        . .  0 

.    A.  R.  Webb 2 

,    J.W  Womersley,  A.C.A.  2 

,    A.  Wood.  A.C.A 5 

t  Elected  14th  November  1905. 

It  is  with  regiet  that  your  Committee  have  to 
announce  the  resignation  from  office  of  Mr.  Alfred  Wood, 
A.C.A.,  who  has  occupied  the  position  of  Hon.  Secre- 
tary during  the  past  two  years.  Mr.  J.  W.  Womersley, 
A.C.A.,  has  been  appointed  in  his  place. 

Your  Committee  also  announce  with  regret  that  Mr.  A. 
Charlesworth,  F.C.A.,  who  was  connected  with  the 
Society  in  its  early  days,  and  who  has  served  on  the  Com- 
mittee for  many  years,  has  found  it  necessary  to  resign 
his  seat  on  the  Committee  in  consequence  of  increasing 
engagements. 

From  the  Revenue  Account  herewith,  duly  audited,  it 
will  be  seen  that  there  is  an  excess  of  income  over  expendi- 
ture for  the  year  ended  31st  March  1906  of  £^  2s.  6d. 

The  Report  of  the  Librarian  is  appended. 

The  members  of  the  Committee  who  retire  by  rotation 
are  Messrs.  Ashworth,  Baskerville,  Ferguson,  Womersley, 
and  Wood  (all  of  whom  are  eligible  for  re-election),  while 
Mr.  Charlesworth 's  resignation  creates  another  vacancy. 
On  behalf  of  the  Committee, 

H.  S.  Ferguson,  A.C.A., 

2^th  April  1906.  Chairman. 

ended  31st  March  1906.  Cr, 


Expenditure. 

£    s    d 

To  Rent  of  Room         30    o    o 

M   Printing  and  Stationer )r 19  13    3 

«   Grant  to  Registrar  of  Library 10  10    o 

»   Miscellaneous  Expenses 19    6    4 

m   Lecturers'   Fees  and  Expenses  of  Classes  under  New 

Scheme 49    9    2 

,    Prize  Fund 11  11    o 

,  Expenses  of  Meetings  :— 

Annual  Meeting i  10    o 

Social  Evening 14  11    o 

Expenses  re  Joint  Debates 340 

m   Subscriptions  to  "  Accountants' Journal " Oi  13    9 

n  Subscription  to  "  Union  of  Students' Societies"    ..        ..  8  18    o 

M    Depreciation  on  Library  Books          22    o    4 

«   Insurance  on  Library  Books 076 

»  Excess  of  Income  over  Expenditure 326 


£254  16  10 


Income. 

£    s    d 
By  Subscriptions  :— 

Honorary  Members 27   6  0 

Ordinary         «              166   S   6 

»  Entrance  Fees 4150 

«  Estimated  proportion  of  Foundation  Grant  earned  from 

Institute 55    0   0 

„  Bank  Interest  {less  Commission)        o  17   S 

»   Fines 0   9  " 
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Prize  Fund  Account,  year  ended  31st  March  1906. 


Cr. 


ExptndUure. 

To  A  mounis  granUd  by  the  Committee  to  March  31st  1905 

,    Prtsident'i  Prizes,  1904-5,  awarded  since  last  Report,  viz. : 
D.  D.  Macnaught £1 


W.  S.  Berry 


,    Amounts  granted  this  year,  vie.:— 

Institute  Examinations - 

A.R.Webb 

330 

H.  0.  Peakc 

330 

F.  Dowler       

I    I    0 

H.  Ashworth 

I    I    0 

H.J.  Lam 

I     z    0 

G.  B.  Murgatroyd 

z    I    0 

E.  Turner       

z    z    0 

Siudenis'  Society  Classes  :— 

A.  E.  Cave 

B.  Cossart 
W.S.  Berry    .. 
A.  W.  Baron  .. 


£     s 
257  Z4. 


o  zo    6 


053 
053 
Z  I  o 
o  zo    6 


Balance,  being  President's  Prizes  (part  unawarded  pend- 
ing the  result  of  the  Partnership  and  Executorship 
Class  Examination  shonly  to  be  held) 


z  iz    6 


z  zz    6 
£274  zo    6 


Income.  £     s    d 

By  Donations  received  to  31st  March  1905 202    z    6 


Amounts  transferred  from  Revenue  Account  to  March  3Ut 
1905  

Donations  received  this  year:— 

A.  G.  Wilde,  A.C.A 

W.  B.  Phillips,  A.C.A 


Amount  transferred  from  Revenue  Account 


57    4    6 


£330 

0  10    6 

3  13 

XI    tl 

•  •        •• 

£274  zo    6 


Balance  Sheet  at  31st  March   1906. 


Liabilities. 


Sundry  Creditors         

Subscriptions  paid  in  advance        

Prize  Fund — Balance  unawarded 

Surplus,  viz : — 
Library  Fund  Donations,  as  per  last  Account 
Add—BaUmce  at  Credit  of  Revenue  Account, 
31st  March  190S 


Add— Excess  of  Income  over  Expenditure  for 
She  vear  ended  31st  March  1906 


£236  12    2 


£    s   d 

£    « 
33  14 

2   Z2 
Z    11 

d 

0       1 

6 

6 

48   7   0 

Z48    4    8 

ig6  IZ    8 

326 

Z98   Z4 

2 

Assets. 

Books  in  Library,  as  per  last  Account    . . 
i4^^— Books  purchased  during  the  year 


Less  20  per  cent.  Depreciation 


i9    8 
ZO  13 

d 
8 
2 

ZXO      I 
22     0 

10 

4 

88    z 
4  15 

6 
0 

Ltfss'-Cash  received  under  Library  New  Rule 

(The  value  of  Books,  &c.,  which  have 
from  time  to  time  been  presented  to  the 
Library  is  not  inclnded  in  the  above 
amount.) 

Cash  in  Bank 

Cash  in  Hands  of  Librarian  

Estimated  proportion  of  Poundation'Grant   earned  from 
Institute        

Sundry  Debtors         

Subscriptions  in  arrear       


£     s    d 


83    6    6 


'I 


£236  Z2     2 


Manchester,  5th  May  1906. 


H.  S.  Lysons,  A.C.A.,  Hon.  Treasurer. 
Audited  and  found  correct, 


Librarian's  Report. 

To  the  Committee  of  the  Manchester  Chartered  Accountants 
Students'  Society. 

There  have  been  3.477  volumes  issued  from  the  Library 
during  the  year  ending  March  31  1906,  as  against  4,582  for 
the  preceding  twelve  months. 

It  is  particularly  desired  to  call  the  attention  of  all  our 
members  to  the  new  rule  under  which  they  are  entitled, 
subject  to  the  permission  of  your  Hon.  Librarian,  to  obtain 
books  for  six  months,  provided  they  deposit  two-thirds  of 
the  cost  of  the  same,  one-half  of  such  deposit  being  repaid 
them  upon  the  return  of  the  book  in  good  condition. 


Possibly  owing  to  its  being  insufficiently  known  very  little 
advantage  has  been  taken  of  this  rule. 

The  amount  spent  on  the  Library  during  the  year  is 
;f  10  13s.  2d.,  and,  whilst  hoping  that  the  members  find  the 
Library  in  a  satisfactory  condition,  great  assistance  is 
given  to  the  Librarian  by  a  use  of  the  Suggestion  Book, 
which  has  now  been  kept  at  the  Library  for  some  years. 

Your  Hon.  Librarian  again  desires  to  place  on  record 
his  indebtedness  to  Mr.  Beckett  for  his  services  during 
the  year. 

J.  H.  Stacc,  A.C.A., 

idr^ 

as/A  April  1906.  Digitized  by ' 
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Mr.  F.  Halsall  was  elected  President,  and  Mr.  F.  S. 
Abbott  Vice-President  for  the  ensuing  year. 

The  retiring  members  of  the  Committee  were  re-elected, 
and  Mr.  H.  J.  Lunt  was  elected  in  the  place  of  Mr. 
Chaxlesworth,  retired. 

Messrs.  H.  Longrigg  and  J.  M.  Lees  were  elected  Auditors 
for  the  ensuing  year. 


TLbc  Cbartered  Hccountant  Students 
Soctetp  of  Xon&on- 


Junior  Essay  Competition. 


The  prizes  in  the  Junior  Essay  Competition  on  "The 
"  Duty  and  Responsibility  of  Auditors  with  regard  to  the 
••  Item  *  Stock -in-Trade  '  on  a  Balance  Sheet  "  have  been 
awarded  as  follows  : — 

ist  Prize— C.  F.  Bird. 

2nd  Prize — G.  H.  Bullimore. 


Cbatteted  accountants'  Dining  Club. 


The  popularity  of  this  Club  has  so  much  increased  since 
the  dinners  have  been  held  at  the  Savoy  Hotel,  that  the 
Committee  have  lately  decided  to  alter  the  rules  and  increase 
the  number  of  members  to  150,  exclusive  of  the  members  of 
the  Council. 

The  annual  subscription  is  only  10/-,  and  members  are 
entitled  to  bring  one  or  more  guests  to  each  dinner ;  while 
the  charge  for  the  dinner,  inclusive  of  wines,  cigars,  &c., 
is  now  fixed  at  15/-  (which  is  far  below  the  actual  cost 
of  the  dinner),  and  £1  for  guests.  An  entertainment  is 
always  provided  after  the  dinner. 

Any  practising  members  of  the  profession  who  may  wish 
to  join  are  requested  to  communicate  with  Mr.  Montague 
Pawson,  the  Hon.  Secretary,  at  58  Coleman  Street, 
Ix>ndon,  E.C. 


5ncotpotateb  public  Hccountants 
of  /Da99acbu9ettet 


The  annual  meeting  of  the  Incorporated  Public  Accoun- 
tants of  Massachusetts  was  held  at  Boston,  May  loth  1906. 
The  officers  for  the  ensuing  year  were  elected  as  follows : — 

President,  Harvey  S.  Chase ;  Vice-President,  Thomas  S. 
Spurr ;  Secretary,  William  Dillon ;  Treasurer,  Wm.  C. 
Newell ;  Auditor,  Joseph  S.  Parsons. 

Members-at-large  of  Executive  Committee,  Wm.  Franklin 
Hall,  Herbert  F.  French.  Frederick  C.  Tufts. 


Reviews. 


Brewers'  and  Bottlers'  Accounts. 


By  Herbert  Lanham,  A.C.A. 


(The  "Accountants'  Library,"  Vol.  XLIV.) 
London,  1906:  Gee  &  Co.,  34  Moorgate  Street,  E.C. 
Price  los.  6d. 
The  latest  contribution  to  this  useful  series  is  a  triple 
volume  on  the  Accounts  of  Brewers  and  Bottlers,  from  the 
pen  of  Mr.  Herbert  Lanham,  A.C.A.,  whose  name  will  be 
well  known  to  our  readers  in  connection  with  the  inaugu- 
ration of  the  Union  of  Chartered  Accountant  Student 
Societies  throughout  the  country.  The  intrinsic  importance 
of  the  subject  has  rendered  the  extensive  treatment  which  is 
only  possible  in  a  triple  volume  not  merely  desirable,  but 
imperatively  necessary,  for,  as  those  who  peruse  the  work 
now  before  us  will  readily  perceive,  no  space  has  been 
wasted,  and  yet  there  is  nothing  superfluous.  The  treat- 
ment throughout  is  systematic  and  concise,  but  at  the  same 
time  entirely  adequate.  Amongst  other  matters,  we  note 
that  the  important  subjects  of  Cost  Accounts,  Empties,  and 
Stock  Books  are  adequately  dealt  with,  and,  indeed,  the 
whole  work  is  singularly  complete.  The  treatment  of 
Bottling,  and  the  effective  steps  taken  to  institute  a  useful 
system  of  check  against  waste  and  loss  is  also  most 
interesting.  A  useful  chapter  on  the  Licensing  Act,  1904. 
is  appended  by  Mr.  W.  C.  Northcott,  which  deals  with  the 
various  problems  arising  in  accounts  in  connection  with 
contributions  to  and  payments  from  the  Compensation 
Fund-  The  full  text  of  this  important  measure  is  also  given 
in  the  form  of  an  appendix.  Altogether,  the  volume  now 
before  us  is  quite  one  of  the  most  interesting  and  useful 
of  this  excellent  series. 


Compound  Division  Ready  Reckoner. 


By  W.  P.  Wbtherbd. 


Frome,  1906 :  Butler  &  Tanner.  Third  Edition. 
This  handbook  comprises  upwards  of  three  hundred  and 
fifty  pages  of  tables  which  can  hardly  fail  to  prove  of  use  to 
those  who  from  time  to  time  have  occasion  to  make 
numerous  calculations  in  division.  In  the  practice  of  the 
ordinary  professional  accountant  such  occasions  are  not 
likely  to  be  frequent,  but  in  connection,  for  instance,  with 
multiple  costs,  the  necessity  will  arise,  and  also  when 
making  such  calculations  as  may  involve  the  use  of 
compound  interest  tables.  The  work  is  clearly  printed  and 
arranged,  and  is  as  compact  as  is  reasonably  consistent  with 
completeness. 
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French  Abbreviations— Commercial,  Financial, 
and  Qenerai. 


By  Edward  Latham. 


London.  1906:  Effingham  •  Wilson,  54  Threadneedle 
Street,  E.G.  Price  2s.  6d.  net. 
This  little  handbook  will  be  found  of  considerable  valae 
to  many,  in  that  it  not  merely  gives  the  English  equivalents  for 
a  large  number  of  French  technical  terms,  but  also  deals  with 
the  abbreviations  commonly  in  use  and  their  corresponding 
equivalents  in  English.  To  those  who  have  occasion  to 
conduct  a  correspondence  in  French,  and  are  not  entirely 
familiar  with  its  commercial  and  financial  terms,  this  hand- 
booik  may  be  confidently  recommended. 


3Ea0t  Dam  and  tbe  X«6«S*  auditor* 


Secret  Trust  Fund. 


by  the  auditor),  and  the  Council  had  power  to  sell  all,  or 
any,  of  such  rights. 

In  July  1898  they  conveyed  portions  of  such  rights  to  one 
Charles  Henry  Mills,  as  their  nominee,  upon  an  assessed 
value  by  the  Council  oi  £$^0.  This  amount  was  not  paid 
6ver  to  the  Treasurer  of  the  District  Council  at  the  time  of 
completion  of  purchase,  but  formed  part  of  the  fund  now 
described  as  the  "Secret  Trust  Fund.'* 

The  said  C.  H.  Mills  was  by  deed  appointed  nominee 
under  the  seal  of  the  Council,  and  such  appointment  was 
made  with  the  full  concurrence  of  the  members  of  the 
Council  in  Committee,  but  no  record  of  the  sealing  was 
inserted  in  the  ordinary  minutes  of  the  Council. 


(From  The  Municipal  Journal.) 
At  a  meeting  of  the  East  Ham  Corporation  on  the  8th 
inst.  the  Council  in  Committee  presented  a  report  dealing 
with  the  Local  Govenunent  Board  auditor's  criticisms  on 
tbe  district's  finances  generally,  and  on  what  he  had 
described  as  a  "secret  trust  fund."  The  most  interesting 
point  of  the  document  is  that  concerning  tbe  "  Secret  Trust 
Fund,"  and  we  reprint  it  in  full :  — 

All  the  transactions  connected  with  this  fund  were  fully 
known  by  the  District  Council  (as  a  body)  from  the 
beginning,  but  as  individual  members  composing  the 
Council  vary  from  year  to  year  it  follows  that  all  the  facts 
might  possibly  not  be  known  by  all  the  members. 

Nothing  whatever  was  done  with  regard  to  the  original 
fund  or  its  subsequent  user  except  by  order  of  the  Council. 
It  is  true  that  nothing  appears  upon  the  ordinary  minutes 
with  respect  to  it,  as  if  it  had  done  the  auditor  would,  of 
course,  have  included  it  in  the  Council's  funds,  thus 
depriving  the  Council  of  the  power  to  carry  out  special 
useful  improvements  which  they  would  have  been  unable 
to  do  except  at  a  veiy  large  cost  to  the  ratepayers.  There- 
fore, by  the  creation  of  this  fund  a  profit  of  ;f  2,207  ^^-  9^* 
was  made  for  the  ratepayers  on  the  first  transaction,  in 
addition  to  the  site  of  the  Manor  Park  Library,  which  may, 
at  a  reasonable  computation,  be  reckoned  at  the  value  of 
;f  750,  and  a  strip  of  land  in  front  of  St.  Michael's  Church, 
which  has  since  been  exchanged  with  the  trustees  of  tbe 
church  for  land  for  widening  Church  Road. 

By  virtue  of  the  East  Ham  Improvement  Act,  1898,  the 
public  rights  over  tbe  Roadside  Waste,  adjoining  Romford 
Road,  were  vested  in  the  Council  (but  no  land,  as  stated 


The  Position  of  the  Officers. 
An  agreement  was  afterwards  entered  into  by  the  said 
nominee  for  the  purchase  of  freehold  land  in  the  rear  of 
I  the  waste  land,  and  the  vendor's  rights  in  the  waste  land  m 
question,  the  purchase  being  completed  on  the  27th  day  of 
July  1898  for  the  simi  of  ;f  2,700.  The  sum  of  ;^3,ooo  was 
advanced  by  the  bankers  at  the  request  and  on  the  security 
of  the  signatures  of  three  nominees,  viz. :  — Messrs.  C.  E. 
Wilson  (the  Clerk  to  the  Council),  A.  Plant  (the  Treasurer), 
and  W.  H.  Savage  (the  Surveyor).  These  three  gentlemen, 
it  may  be  stated,  were  by  deed  indemnified  by  the  Council 
against  liability  in  connection  with  the  said  advance  and 
interest,  &c. 

ITie  whole  of  the  land  comprising  the  front  and  rear 
portions  (minus  the  site  reserved  for  a  library  and  the  strip 
in  front  of  the  church)  was  valued,  and  a  reserve  price  of 
£1^  per  foot  frontage  was  fixed  by  the  Council. 

By  order  of  th<e  Council  made  in  September  1898  a  notice 
board  with  plan  thereon  was  fixed  on  the  land  stating  that 
it  was  for  sale.  Numerous  offers  were  received,  and  the 
land  was  eventually  sold  at  the  reserve  price  in  June  and 
July  1899. 

In  addition  to  this  a  large  sum  has  since  been  saved  for 
the  ratepayers  by  its  use  in  purchasing  the  Wakefield 
Street  and  High  Street  South  properties,  the  Council 
thereby  having  avoided  the  payment  of  exorbitant  prices. 
Any  further  advantage  to  the  ratepayers,  however,  of  this 
nature  will  now  necessarily  be  at  an  end  in  consequence 
of  the  closing  of  the  fund. 

It  may  be  briefly  stated  that  the  main  object  in  the  first 
instance  was  to  provide  the  cost  of  a  public  library  at 
Manor  Park  without  burdening  the  resources  of  the  library 
rate,  limited  by  general  law  to  a  penny  in  the  £y  and  at 
that  time  only  producing  a  small  sum  over  the  annual  cost 
of  the  Plashet  Library.  Mr.  Carnegie's  subsequent  gift  of 
j^io,ooo  conditional  to  site  being  given  removed  the  neces- 
sity of  utilising  the  fund  for  the  primary  object. 

I      As  regards  the  position  <>^jMft||>ffi3^\l3>©^age,  and 
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Plant,  w©  are  of  opinon  that  they  were  not  trustees  in  the 
legal  sense  of  the  term  implied  in  the  law  laid  down  by  the 
auditor.  These  officers  were  merely  nominees  in  whose 
name  the  fund  was  placed,  they  being  more  permanent 
than  any  individual  members  of  the  Council.  This  view 
is  supported  by  counsels'  opinion  as  follows:  — 

THE  EAST  HAM  CORPORATION. 


Kt  Local  Government  Boakd  Auditor's  Report. 


Secret  Trust  Fund — Solicitor's  Charges. 


Joint  Opinion  of  Mr.  Danckwerts,  K.C,  and 
Mr.  R.  J.  Parker. 

"We  are  of  opinion  that  the  view  taken  by  the  auditor 
was  erroneous.  We  do  not  think  that  Mr.  Wilson  was  a 
trustee  at  all  in  the  transactions  in  question.  At  any  rate, 
if  he  was  in  any  sense  a  trustee  he  was  not  a  trustee  in  such 
a  sense  as  to  make  the  equitable  rule  which  precludes  a 
trustee  from  making  a  profit  out  of  the  trust  in  any  way 
applicable,  but  only  a  bare  trustee  bound  to  act  under  the 
direction  of  the  Council  and  entitled  to  charge  against  the 
Council  his  proper  profit  costs  of  carrying  out  such 
direction." 

(Signed)    W.  O.  Danckwerts. 
R.  J.  Parker. 

2ist  December  1905. 

The  Committee  further  find  that  all  financial  transactions 
were  simply  carried  out  by  the  nominees  as  ordered  by  the 
Council  in  Committee. 

Mr.  Alderman  Edwards  was  not  a  member  of  the  Council 
when  the  purchase  and  sale  of  the  land  in  Romford  Road 
took  place,  and  therefore  did  not  (as  incorrectly  stated  by 
the  auditor)  have  anything  to  do  with  the  original 
transaction. 

He  did  not  act  as  a  nominee  until  some  months  after  the 
surcharge  and  costs  in  Rex  v.  Dolhy  were  paid,  and  conse- 
quently did  not  "  apply  moneys  of  the  Council  to  meeting 
dei>ts  of  individual  members,"  as  inaccurately  suggested 
by  the  auditor. 

Mr.  Edwards  first  acted  with  other  members  of  the 
Council  in  the  purchase  at  the  Auction  Mart  of  the  High 
Street  South  property — a  transaction  which  the  auditor 
does  not  question. 

Whilst  the  creation  of  the  trust  fund  may  not  have  been 
a  strictly  legal  one  from  the  point  of  view  of  the  Local 
Government  Board,  the  wiiole  of  the  transactions  have  been 
carried  out  in  a  perfectly  proper  and  businesslike 
manner,  resulting  in  groat  advantage  to  the  ratepayers. 
Undoubtedly,  had  the  Local  Government  Board  been  con- 
sulted, they  would  not  have  allowed  the  Council  either 
to  purchase  or  sell,  and  the  Council  would  have  had  to 
dispose  of  their  rights  in  the  waste  lands  to  the  owners 


of  the  land  in  the  rear  o<r  to  some  speculator  for  any  price 
they  could  have  obtained,  leaving  to  the  purchasers  the 
profit,  which  we  find  was  about  ;f  2,207,  P^"s  the  site  of  the 
Manor  Park  Library,  valued  at  ;f75o. 

The  Profit  not  ""  Fictitious.'' 
With  reference  to  the  sentence  in  the  auditor's  report, 
commencing  with  the  words,  "  The  trustees  profess  to  have 
made  a  profit,  &c.,"  and  characterising  the  profit  as  abso- 
lutely fictitious,  we  find  that  a  profit  of  over  ;f  3,000  was  in 
fact  made,  as  appears  from  the  Balance  Sheet  set  forth  on 
the  last  page  of  this  report. 

The  expression  "  Fictitious  profits  "  must  mean  profits 
which  have  no  existence  in  substance  or  in  fact,  and  the 
term  used  in  this  connection  is  tantamount  to  s^yvag  that 
the  accounts  were  deliberately  prepared  with  the  intention 
of  deceiving,  and  that  the  person  preparing  them  either 
acted  in  sheer  ignorance  or  was  deliberately  dishonest  in 
describing  the  result  of  the  transactions  as  profits. 

The  accounts  of  the  nominees  accurately  and  properly 
show  the  whole  of  the  receipts  and  disbursements  in  con- 
nection  with  the  '^  trust  "  operations. 

With  reference  to  the  second  transaction  comme>ated 
upon  by  the  auditor,  being  the  purchase  of  the  Wakefield 
Street  property,  we  find  that  here  again  a  very  considerable 
saving  was  efi^ected  in  the  ratepayers'  intefests.  The  pro- 
perty was  purchased  pn  behalf  of  the  Council  for  jf  1,000, 
a  portion  being  required  for  street  improvements. 

The  Council  fixed  the  price  for  the  part  to  be  given  np  for 
street  improvements  at  ;£'3oo,  but  before  this  sum  could  be 
paid  a  Local  Government  Board  inqaixy  had  to  be  held, 
to  enable  the  Council  to  borrow  the  money  to  complete  the 
purchase.  At  such  inquiries  the  inspector  of  the  Local 
Government  Board  requires  evidence  before  him  as  to  the 
land  value.  This  evidence  he  had  in  the  usual  course,  and 
approved  the  value.  The  property  was,  moreover,  sur- 
veyed by  the  County  Council  before  the  sanction  of  this 
work  and  the  making  of  their  contribution  thereto.  It  was 
not  a  "fancy  price,"  but  a  fair  and  reasonable  valuation, 
in  which  the  Council  were  aided  by  the  most  competent 
advice. 

It  need  hardly  be  pointed  out  that  the  School  Board,  in 
acquiring  the  remainder  of  the  land  for  ;f 750,  had  to  go 
through  much  the  same  formula  with  the  Education 
Department,  and  would  not  have  been  allowed  to  make 
the  purchase  had  the  price  been  a  fancy  one.  As  to  the 
purchase  of  the  property  in  High  Street  South,  we  do  not 
gather  from  the  auditor's  remiaxks  that  he  in  any  way 
impugns  the  tranaactions  <m  the  score  of  value.  As  a 
matter  of  fact,  the  property  was  suddenly  thrown  on  the 
market  and  advertised  for  sale  by  public  auction.  The 
auctioneers  stated  in  their  particulars  of  sale  that  part  of 
the  property  would  be  required  by  the  Council  for  street 
improvements. 

With  respect  to  any  sums  paid  to  Messrs.  Wilson  &  Son 
out  of  this  fund,  it  is  found  that  they  were  legally  and 
morally  entitled  to   such    costs.     As   has  already  been 
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Stated,  the  Clerk  was  not,  nor  ever  had  been,  a  trustee  in 
the  legal  sense  which  would  prevent  his  firm  being  paid 
the  proper  charges  in  the  transactions  in  question.  Such 
charges  have  all  been  regulated  by  the  authorised  scale, 
and  had  been  submitted  to  and  approved  of  by  the  Council 
in  Committee  before  payment,  and  from  the  terms  of  the 
Clerk's  appointment  it  is  found  that  his  salary  was  never 
intended  to  cover  remuneration  for  such  work,  as  it  was 
quite  outside  the  scope  of  his  duty  as  Clerk  to  an  urban 
sanitary  authority. 

The  other  moneys  included  in  the  sum  of  £s9^  6s.  were 
the  moneys  surcharged  upon  the  individual  members  of  the 
Council,  as  stated  by  the  auditor,  and  considering  the  total 
unreasonableness  of  the  surcharge  in  question  (viz.,  sur- 
charging the  repairs  to  the  omnibus,  after  the  surcharge  for 
its  purchase  had  been  remitted),  the  Council  considered 
that  part  of  this  fund  might  with  justice  be  applied  in  the 
discharge  of  them,  as  the  ratepayers  could  not  wish  the 
members  so  surcharged  to  be  personal  losers. 

We  cannot  too  strongly  express  our  opinion  of  the  impro- 
priety of  the  wording  of  the  auditor's  report  on  this  point, 
as  it  clearly  suggests,  if  words  mean  anything,  that  private 
debts  of  members  of  the  Council  were  paid  out  of  the 
funds.  The  paragraph  would  have  entirely  lost  its  sting 
had  the  expression  "  surcharges  on  private  members  "  been 
substituted  for  "  private  debts  of  individual  members,"  and 
we  cannot  too  strongly  condemn  the  false,  offensive,  and 
misleading  expression  therein  contained,  which  could  not 
have  been  stronger  had  the  Council  sanctioned  the  payment 
of  the  rent  or  tradesmen's  bills  of  the  mero/bers  concerned. 

We  trust  the  expression  was  not  intended  to  be  as  wil- 
fully and  maliciously  misleading  as  it  would  appear  to  be. 

At  the  request  of  certain  councillors,  but  without 
admitting  any  liability  to  do  so,  Messrs.  Wilson  &  Son,  in 
order  to  save  a  further  surcharge  which  was  threatened  by 
the  auditor,  have  out  of  their  own  pockets  paid  to  the 
Treasurer  the  sum  of  £6^  19s. 

With  reference  to  the  remark  of  the  auditor  that,  in  con- 
sequence of  his  inquiries,  the  High  Street  South  property 
had  been  conveyed  by  Mr.  Mills  to  the  Council,  it  was  net 
in  consequence  oi  his  inquiries,  but  the  members  of  the 
Council  voluntarily  informed  him  that  they  had  decided  to 
have  all  the  property  conveyed  to  them. 

The  Council's  seal,  referred  to  by  the  auditor  as  having 
been  used  without  authority,  was,  by  order  of  the  Com- 
mittee, used  for  the  purposes  of  securing  the  nominees,  and 
was  not  used  by  Mr.  Wilson  (our  Clerk)  without  authority, 
but  for  reasons  above  stated  the  fact  was  not  recorded  in 
the  Council's  minutes.  It  is  impossible  for  such  seal  to  be 
used  without  authority,  as  the  Chairman  of  the  Council 
for  the  time  being  always  holds  one  of  the  two  keys 
required  to  open  the  seal. 

Our  Clerk  was  not  a  party  to  the  concealment  of  the 
accounts  from  the  auditor,  as  in  the  first  place  there  was 
no  concealment,  and  in  the  second  place  all  the  accounts 
of  the  Council  have  been  submitted  to  the  auditor  by  the 
proper  officer  from  time  to  time.    All  payments  made  to  his 


firm  from  this  fund  were  made  with  the  previous  approval 
and  sanction  of  the  Council,  and  the  trust  funds  have  not 
been  applied  to  improper  purposes. 

With  regard  to  the  strictures  of  the  auditor  on  Mr.  Plant, 
we  consider  the  accounts  of  the  trust  fund  were  not  the 
accounts  of  the  Council,  and  as  such  did  not  fall  under  the 
auditor's  purview. 

Mr.  Plant  presented  to  the  auditor  all  the  accounts  of 
the  District  Council  in  his  keeping  as  Treasurer  and 
Accountant  to  the  Council. 

The  other  moneys  included  in  the  sum  of  £$9^  6s.  were 
the  moneys  surcharged  upon  individual  members  of  the 
Council  with  respect  to  the  upkeep  of  the  Council's 
omnibus  and  legal  expenses  in  connection  with  the  action 
of  Rex  V.  Dolby,  The  facts  in  relation  to  which  are  briefly 
as  follow :  — 

In  1898  the  Council  purchased  an  omnibus  for  the  pur- 
pose of  conveying  members  of  the  various  Committees 
about  to  inspect  works  throughout  the  district. 

The  Omnibus  Surcharges. 
On  the  30th  June  1898  the  auditor  disallowed  this 
expenditure.  The  members  surcharged  appealed  to  the 
Local  Government  Board,  and  the  Local  Government 
Board,  while  confirming  that  the  auditor's  decision  was 
right  in  point  of  law,  in  exercise  of  their  discretion  and 
their  equitable  jurisdiction,  remitted  the  surcharge  upon 
the  individuals  named. 

The  Council  having  acquired  the  omnibus,  it  was  impera- 
tive that  the  necessary  repairs  should  be  done,  in  order 
to  protect  the  property  of  the  ratepayers.  Upon  the  follow- 
ing audit  the  auditor  surcharged  the  costs  incurred  for  the 
repair  upon  individual  members,  and  application  was  made 
to  the  Local  Government  Board  to  remit  the  same,  but 
this  was  refused. 

The  Council  were  then  advised  to  contest  the  matter,  but 
the  surcharge  by  the  auditor  was  upheld. 

Under  this  heading  the  auditor  goes  out  of  his  way  to 

attack  Mr.  Fr>''s  personal  character,  by  stating  that  he— 

''deliberately   framed   his   replies   so  as   to   lead   the 

auditor  to  believe  that  he  knew  nothing  of  the  transact 

tions  on  the  '  Special  Trust  Account.'  " 

This  the  Treasurer  absolutely  denies. 

As  early  as  May  1905  the  auditor  placed  before  Mr.  Fry 
a  document  relative  tc)  the  Council's  accounts,  and  dealing 
with  the  secret  trust  fund,  which  he  refused  to  sign,  so  that 
the  auditor  cannot  charge  Mr.  Fry  with  subsequently 
admitting  to  him  something  which  he  had  previously 
denied,  and  we  do  not  hesitate  to  describe  this  as  a  most 
unwarrantable  attack  upon  the  personal  character  of  a 
public  official. 

From  what  we  know  of  Mr.  Fry,  we  cannot  but  believe 
that  the  auditor  has  seriously  misunderstood  the  whole 
position,    and  we  have    no   hesitation   in   accepting   the 

Treasurer's  statement  in  this  matter.    C^  r^r^r^\r> 
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action  of  a  district  auditor  (who  is  also  a  public  official) 
sheltering  himself  behind  an  official  document,  in  deliber- 
ately goiug  out  of  his  way  to  seriously  damage  the  character 
and  reputation  of  other  public  officials,  whose  conduct  can 
bear  the  strictest  investigation. 


Xocal  Bccountd. 


Their  Uniformity  and  Standardisation. 


The  following  letter  appeared  in  a  reoent  issue  of 
The  Municipal  Journal :  — 

Sir, — Having  by  a  sort  of  transmigratory  progress, 
extending  over  some  thirty  years,  passed  through  all  the 
phases  of  local  self-governing  life,  from  highway  board  to 
municipality,  may  I  be  permitted  to  say  a  few  words  on 
this  important  matter — important  as  affording  opportunity 
for  the  co-ordination  of  ascertained  results  for  comparative 
purposes? 

It  is,  of  course,  fully  understood  that  from  district 
councils  downwards  the  necessary  fundamental  uniformity 
already  exists,  the  method  of  keeping  the  accounts  being 
the  same  all  the  way  through. 

Yet  at  this  point  it  is  that  the  complaint  arises  from  some 
of  the  highest  grade  authorities  that  "receipts  and  pay- 
ments "  is  not  elastic  enough  for  their  needs,  and,  as  a 
consequence,  have  discarded  the  term  in  favour  of  "  income 
and  expenditure,"  thus  bringing  into  account  moneys  due 
and  owing,  without  regard  to  their  actual  receipt  and  pay- 
ment, forgetful,  as  it  seems  to  me,  that  the  yearly 
balancing  of  the  books  synchronises  with  the  closing  of  the 
rates,  as,  also,  that  by  arrangement  with  the  tradespeople 
for  the  stoppage  of  deliveries  for  a  brief  period,  coupled 
with  a  special  meeting  of  the  finance  committee  for  the 
purpose,  all  unpaid  indebtedness  may  be  discharged.  I 
am,  further,  strongly  of  opinion  that  for  estimated  non- 
trading  expenditure  intended  to  be  defrayed  out  of  rates 
levied,  incidenoed,  and  ear-marked  for  the  purpose,  receipts 
and  payments  is  the  proper  term  to  use,  and  that  income 
and  expenditure  is  a  philological  inexactitude. 

This  also  applies  to  loan  capital  expenditure  and  private 
street  works,  leaving  the  term  "revenue  and  expenditure  " 
to  be  suitably  applied  to  the  accounts  of  trade  under- 
takings, and  other  works  executed  for  profit-making  pur- 
poses. I  may,  perhaps,  be  permitted  here  to  say  that  on 
these  lines — ^with  the  aid  of  an  occasional  Suspense 
Account — I  have  experienced  no  difficulty  in  dealing  with 
all  entries  incident  to  the  correct  keeping  of  local  autho- 
rity accounts.  And  thus  it  is  that,  to  my  mind,  the  Local 
Government  Board  system  is  simply  unique — a  complete 


evolutionary  developntent,  in  process  of  which  environ- 
ment and  special  circumstance  have  played  their 
accustomed  part.  The  innerness  of  it  is  such  that,  given 
the  correct  filling  up  of  Forms  A  and  B,  the  Board  can 
correctly  gauge  the  true  position  of  affairs,  and,  farther, 
that  for  weighty  reasons  that  could  be  adduced  it  is  not 
expected  that  such  eclectic  survival  be  commercialised  ont 
of  existence.  I  have  been  careful,  therefore,  to  differ- 
entiate between  the  two  methods  so  that  no  confusion  or 
intermixture  may  arise. 

It  should  not,  then,  be  without  the  range  of  possibilities, 
taking  the  Board  of  Trade  forms  for  models,  to  compile 
and  agree  upon  standard  forms  of  schedule  for  the  several 
styles  of  municipal  industry  commonly  engaged  in.  Upon 
these  the  annual  reports  would  be  published  and  from 
them  all  the  necessary  data  for  comparative  purposes  could 
be  deduced. 

Yours,  &c., 

J.  W.  Oldfield, 

Assistant  to  Borough  Accountant. 

239  High  Street,  Erdington,  near  Birmingham. 
8th  May  1906. 


pet5onaL 


Mr.  Arthur  B.  Bayley,  Chartered  Accountant, 
announces  that  he  has  commenced  practice  as  a  Chartered 
Accountant  at  Milton  Chambers,  zo  Milton  Street, 
Nottingham. 

Mr.  a.  L.  Cocke,  Chartered  Accountant,  has  commenced 
to  practise  as  a  Chartered  Accountant  at  ri  Pancras  Lane, 
Queen  Street,  London,  E.C.  He  was  for  over  ten  years 
with  Messrs.  Arthur  J.  Hill,  Vellacott  &  Co.,  of 
I  Finsbury  Circus,  E.C. 

Messrs.  Handlby  &  Wilde.  Chartered  Aocoantants.  of 
Bank  of  England  Chambers,  Tib  Lane.  Cross  Street, 
Manchester,  announce  that  they  have  taken  into  partnership 
Mr.  Arthur  Raby  Handley,  A.C.A.,  son  of  their  senior 
partner,  Mr.  T.  W.  Handley.  The  firm  will  continue  to 
practise  under  the  same  name  as  heretofore. 

Messrs.  Marwick.  Mitchell  &  Co.,  Chartered  Accoun- 
tants, of  79  Wall  Street,  New  York,  have  opened  new 
branches  in  the  Drexel  Building,  Philadelphia,  and  in  the 
Despatch  Building,  St.  Paul.  The  Philadelphia  office  will 
be  in  charge  of  Mr.  James  Hall.  C. A.,  and  the  St.  Paul 
office  in  charge  of  Mr.  John  M.  Stuart,  C.A. 


May  26,  1906. 


THE    ACCOUNTANT 


681 


f  ailntes  and  Bills  ot  Sale  in  Bnglant) 
and  Males* 

According  to  Kemp's  Mercantile  Gazette ^  the  total  Dumber 
of  commercial  fBiilures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  May  i8th,  was  2i6»  viz. :— 
New  Bankruptcy  Proceedings  published  in  the  London  Gaaette^ 
118:  Deeds  of  Arrangement  registered,  98.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were  : 
Bankruptcies,  113  ;  Deeds  of  Arrangement,  66— total,  179; 
being  an  increase  of  37.  The  total  number  of  commercial 
failures  recorded  during  the  20  weeks  of  the  present  year  is 
3.369 ;  the  total  number  recorded  in  the  corresponding  20 
weeks  of  last  year  was  3,595,  showing  a  decrease  of  226. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday. 
May  i8th,  was  142.  The  number  in  the  corresponding  week 
of  last  year  was  176,  showing  a  decrease  of  34.  The  total 
number  filed  during  the  20  weeks  of  the  present  year  is 
3.036 :  the  total  number  filed  in  the  corresponding  20  weeks 
of  last  year  was  3,391,  showing  a  decrease  of  355. 


Debeatttres. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week 
ending  Friday,  May  i8th.  amounted  to  /3, 188, 145,  by  way 
of  addition  to  /i,725,045,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ;^i,oi5,o6i,  showing  an  increase  of 
jf 2, 1 73, 084.  The  total  amount  registered  during  the  20 
weeks  of  the  present  year  was  ^34, 966, 244  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  /29,663,6oi  for  the  corresponding  20  weeks 
in  1905,  showing  an  increase  of  ;^5>302,643. 


Aeetings  for  tbe  ensuing  TIQleeft. 


Tuesday,  Wednesday,  and  Thursday — Institute  of  Chartered 
Accountants.  —  Final  Examination,  commencing 
first  and  second  days  at  10.30,  and  third  day  at 
II  a.m. 

Tuesday  —  Institute  of  Chartered  Accountants. — 
General  Purposes  Committee,  at  3  p.m. 


The  Profession  in  Scotland. 


Penonal. 

Mr.  Albert  E.  R.  Copeland,  C.A.,  196  St.  Vincent  Street, 
Glasgow,  has  assumed  as  partner  Mr.  Robert  Allan,  C.A. 
The  co-partnery  will  be  continued  under  the  firm  name  of 
Copeland  &  Allan. 


Obituary. 

The  death  took  place  last  week,  at  the  ripe  old  age  of  77 
years,  of  Mr.  Richard  Wilson,  C.A.,  28  Great  King  Street, 
a  well-known  Edinburgh  citizen.  He  joined  the  Edinburgh 
Society  of  Accountants  so  long  ago  as  1855,  a  year  after  its 
incorporation,  and  at  his  death  was  thus  among  its  oldest 
members.  He  was  for  long  connected  with  St.  Luke's 
Masonic  Lodge,  having  held  high  office  at  one  time,  and  he 

I  served  a  short  term  of  years  in  the  Town  Council.    In 

!  politics  he  was  a  Conservative,  and  before  the  last  redis- 
tribution   of    seats    rendered    the    cause    and    candidates 

'  important  assistance.     He  retired  from  business  many  years 

I  ago.    He  is  survived  by  a  widow. 


Bankkuftcy  Committee. — Among  the  witnesses  invited  to 
give  evidence  before  this  Committee  is  Mr.  Jas.  Todd, 
Charter^  Accountant,  of  Preston,  Blackpool,  and  Man- 
chester, who  has  had  considerable  experience  in  bankruptcy 
work. 


Tlie  Profession  in  Ireland. 


The  Inititaie  of  Chartered  Aoooonianti  in  Ireland. 


The  quarterly  meeting  of  the  Council  was  held  at  the 
offices  of  the  Institute,  4  College  Green,  Dublin,  on 
gth  inst.,  Mr.  Robert  Stokes  (President)  in  the  chair. 
■  There  were  also  present  Messrs.  William  Fitzsimons, 
J.  p:dgar  Magill,  J.  M'Cullough,  M.  Shaw,  Robert  Walsh 
(Belfast),  M.  Crowley,  J.  M.  Kean,  N.  G.  Peterson, 
J.  Harold  Pirn  (Dublin),  Edward  M'Car^y  (Cork),Taad 
C.  G.  Mitchell  (Assistant  Secretary)}!  by  \^::rOOQ IC 
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The  minutes  of  the  last  meeting  having  been  read  and 
signed,  the  following  were  elected  Associates,  viz. : — ^In 
practice,  Hugh  Boyd,  Belfast ;  William  C.  Peterson, 
Dublin.  Not  in  practice,  William  Ware  Walker,  Belfast ; 
C.  H.  W.  M'Cullough,  Belfast;  N.  Peterson,  Junr., 
Dublin. 

Numerous  applications  having  been  received  for  the 
forthcoming  examinations,  it  was  decided  to  hold  same  on 
the  20th,  2ist,  and  22nd  June  concurrently  at  Dublin  and 
Belfast. 

The  usual  quarterly  business  having  been  transacted,  the 
meeting  terminated,  and  the  eighteenth  annual  general 
meeting  was  held,  Mr.  Robert  Stokes  in  the  chair. 
There  were  also  present  Messrs.  T.  Geoghegan^  F.  E. 
Gruibb,  A.  Klingner,  J.  Mackie,  C.  G.  Mitchell,  D. 
Telford,  J.  H.  Woodworth,  W.  H.  Woodworth  (Dublin). 

The  notice  convening  the  meeting  and  the  minutes  of  the 
last  meeting  having  been  read,  Mr.  Robert  Stokes 
stated  that  he  attended  in  London  another  meeting 
of  the  Joint  Committee  of  Chartered  Accountants  in 
June  last,  but  could  not  say  that  very  much  had  resulted 
from  the  Committee's  deliberations  up  to  the  present.  At 
the  same  time  it  would  be  seen  from  the  address  of  the 
President  of  the  English  Institute  that,  although  moving 
slowly,  they  had  several  matters  under  consideiration.  He 
then  gave  a  short  description  of  the  doings  and  progress  of 
the  Institute  during  the  year,  and  then  moved  the  adop- 
tion of  the  report  and  accounts,  which  was  seconded  by 
Mr.  Robert  Walsh,  and  carried  unanimously. 

The  following  are  the 

REPORT  AND  ACCOUNTS. 

The  Council,  in  submitting  their  Eighteenth  Annual 
Report  and  Statement  of  Accounts  for  the  year  ended  31st 
December  1905,  are  pleased  to  report  that  the  Income  and 
Expenditure  Account  shows  a  surplus  of  ffiz  9s.  5d. 


Examinations  were  held  at  Dublin  and  Belfast  during  the 
months  of  June  and  December.  Twenty-four  candidates 
presented  themselves,  viz : — 

8  Preliminary,       2  Intermediate,        14  Final. 

In  the  Preliminary  Examination,  five  candidates  passed, 
and  three  failed ;  in  the  Intermediate,  all  the  candidates 
were  successful ;  in  the  Final,  nine  candidates  passed  and 
five  failed. 

There  were  three  Articles  of  Clerkship  registered  during 
the  year,  making  the  total  number  of  articled  clerks  regis- 
tered to  be  68. 

Five  candidates  were  admitted  to  membership  as 
Associates,  viz  : — 

One  in  Practice,  and  four  not  in  Practice. 

The  total  number  of  members  at  the  close  of  the  year 
was  68,  as  follows : — 

Fellows  in  Practice       . .         . .         . .     23 

Associates      do.  33 

Do.        not  in  Practice      . .         . .     12 

68 

Your  Council  have  to  report  that  they  excluded  one 
member  during  the  year  under  Bye-law  104  for  advertising. 

The  following  members  of  the  Council  retire :— Messrs. 
M.  Crowley,  N.  G.  Peterson,  Robert  Walsh,  and  J.  H. 
Woodworth,  but  all  are  deemed  to  be  nominated  for  re- 
election under  Bye-law  6. 

The  Hon.  Secretary  and  Treasurer,  Mr.  J.  Harold  Pim, 
and  the  Auditors,  Messrs.  William  Mayes  and  W.  H. 
Woodworth,  retire,  and  ofier  themselves  for  re-election. 

By  order  of  the  Council, 

J.  Harold  Pim, 

Hon.  Secretary  and  Treasurer. 
4  College  Green, 

Dublin,  21st  April  1906. 


Dr. 


Income  &  Expenditure  Account  for  Year  ended  31st  December  1905. 


Cr. 


ExpeiulUurc 

£    s 

To  Rent       30    o 

„   Advertising 312 

»  Printing  and  Stationery 28    i 

„  Travelling  Expenses 53  11 

g  Examiners' Fees        110  15 

•  Office  Expenses  and  Sundries 45  16 

V  Grant  to  Belfast  Office         10    o 

,  Law  Costs i6  II 

„  Joint  Committee  of  Chartered  Accountants     . .  4  12 
„  Amount  now  written  off  for  Depreciation  on 

Office  Furniture,  Fittings,  and  Library  ''     . .  10    o 

V  Balance,  being  excess  of  Income  over  Expen- 

diture for  this  year,  carried  to  Balance  Sheet 


r    8    d 


-     313      O   II 

6g    9    5 

£375  10    4 


Income 
By  Entrance  Fees—  £    s    d       £   s  d 

5  Associates,  at  £10  los.  52  10   0 

w    Annual  Certificate  Fees — 

23  Fellows  at  £5  ss 120  15    0 

32  Associates  at  £3  ^s 100  x6    o 

I  Associate  for  Half-year       i  11    6 

1  m        Arrears  1903-4 660 

229   8  6 

„    Annual  Subscriptions— 

10  Associates  at  £1  is zo  xo   o 

2  »        for  Half-year x    i    o 

II  II  0 

„    Examination  Fees 4200 

»    Interest  on  Investments ao  0  10 

«    Rent MOO 

niniti7f^dhv  VjQOgK  "^^^ 
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Balance  Sheet,  31st  December  1905. 


Liabilitus 


Snndry  Creditors 

Income  and  Expenditure  Account- 
Balance  at  31st  December  1904 


£   s   d 


£ 
134 


810  16  10 


Add— 

Excess  of  Income  over  Expenditure  for  Year 
ended  31st  December  1905 62    9    5 


873    6    3 


£i,o(f;    8    6 


Assets 

£    s    d      £    s    d 
£300  Dublin  Corporation  Stock,  cost       320  12    o 

(Market  Value  at  this  date,  £a86  los.  od.) 
£212  ss.  9d.  2A%  Consols,  cost        200    o    o 

(Market  Value  at  this  date.jTiSQ  4s.  od.) 
£219  14s.  6d.  Guaranteed  2f%  Stock  (Irish  Land 

Act,  1903),  cost  20000 

(Market  Value  at  this  date,  £198  14s.  3d.) 
Furniture,  Fittings,  and  Library- 
Dublin         85    2    o 

Belfast         1500 

Additions  during  year 18  14  11 

Z18  16  II 

Less  Amount  written  ofi  10    o    o 

' 108  i6  11 

Stock  of  Stationery,  Bye-laws,  and  Examination 

Papers,  estimated  10    o    o 

Sundry  Debtors  for  Rent 500 

Dividends  accrued  due         8153 

Cash  in  National  Bank,  Limited 143    6  11 

»       hands  of  Hon.  Treasurer 10  17    5 

154    4    4 

£1,007    8    6 


We  have  examined  and  vouched  the  foregoing  Accounts,  and  find  same  to  be  correct. 


Dublin,  ICHh  April  1906. 


William  Mayes,         1    a^jh^^, 

W.  H.  WOODWORTH,!  ^«^*^"- 


The  following    officers    were    unanimously   re-elected, 
viz. : — President,  Mr.  Robert  Stokes;  Hon.  Secretary  and 
Treasurer,  Mr.  J.  Harold  Pim ;    Auditors,  Messrs.  Wm.  , 
Mayes  and  W.  H.  Wood  worth.  I 

The  following  retiring  m^nbers  of  the  Council  were  also  | 
unanimously  re-elected,  viz. :  M.  Crowley,  N.  G.  Peterson, 
R.  Walah,  and  J.  H.  Woodworth. 

With  a  vote  of  thanlcs  to  the  Chairman  the  meeting 
terminated. 


XTbe  Xaet  Z>ai?B  of  tbe  old  San  f  tancisco* 


It  was  to  tbe  time  of  crashing  chimneys,  breaking  glass, 
rocking  chairs,  tumbling  bottles,  and  fallihg  clocks  that 
most  of  us  jumped  out  of  bed  at  5.15  a.m.  on  the  day  of  , 
the  earthquake  which  proved  to  be  the  destruction  of  that 
great  and  noble  city— the  beautiful  San  Francisco.    At  first 
blush   one  would  have  been   justified  in   thinking   that  | 
Doomsday  had  actually  arrived  in  the  twinkling  of  an  eye. 
Something    unusual   was   happening,    as   the   place    was 
shaking  beyond  all  imagination,  and,  being  located  on  the  | 
fifth  floor,  I  got  the  full  benefit  of  the  excitement.    Had 
any  man  offered  me  two  pins  for  my  life  at  that  moment  I  | 
think  I  would  have  referred  him  to  Stevens'  "Mercantile 
Law"  :  ''a  contract  without  consideration  is  not  binding." 
There  would  have  been  no  time  to  get  downstairs,  so  the 
only  thing  to  be  done  was  to  sit  tight  and  pine  for  Swan 
Alley. 


The  shock  had  soon  passed.  Twenty-eight  seconds  was 
the  duration,  we  are  told ;  but  to  most  of  us  it  seemed  at 
least  29.  Hastily  I  donned  dressing  gown  and  slippers,  and 
went  out  into  the  ^reet.  One  man  had  nothing  but  a  night- 
shirt on ;  ladies  had  only  their  dressing  gowns,  and  many 
no  slippers ;  eveiyone  was  only  half  dressed.  A  huge 
brick  building  on  the  opposite  side  of  the  road  was 
cracked  from  top  to  bottom,  and  in  all  directions  the 
chimneys  were  off.  Fires  were  breaking  out  in  many  parts 
c^  the  town.  After  one  or  two  more  little  quakes  we 
became  more  confident,  and  returned  to  our  rooms  to  dress. 
The  gas,  electric  light  and  power,  and  water  supply  were 
all  out  of  order. 

It  was  about  twenty  minutes  after  the  shock  that  I 
started  off  down  the  street.  The  sight  was  terrible :  every 
chimney  fallen;  almost  every  brick  building  badly 
damaged ;  window  panes  smashed,  and  about  six  fires  in 
progress  in  various  parts  of  the  town.  The  two  corner 
turrets  of  a  theatre  had  fallen  on  to  the  two  adjoining 
wooden  buildings,  completely  smashing  them.  At  least 
one  person  was  killed.  In  the  business  part  of  the  town, 
where  the  buildings  were  mostly  brick  or  stone,  the  streets 
were  covered  with  masonry,  and  it  was  clear  that 
tremendous  damage  had  been  done. 

Alt  the  foot  of  the  street  a  whole  block  of  shops  and 
offices  was  in  a  blaze,  and  was  starting  all  the  other  blocks 
round  it.  The  hose  was  brought  up,  but  there  was  no 
force ;  nothing  could  be  done  to  save  the  places.  It  was 
now  merely  a  question  of  moving  the  people  back  every 
time  another  block  caught  fire.  In  the  lower  part  of  tlje 
town,  where  the  land  is  all  "made  ground,"  the  earthquake 


684 


THE    ACCOUNTANT 


May  26,  1906. 


had  been  severely  felt.  In  places  the  foot  walk  had  sunk 
two  or  three  feet  down  from  the  houses,  and  th<e  iron 
frames  of  cellars  stood  up  that  far  above  the  pavements. 
The  roads  were  badly  damaged. 

It  was  soon  clear  to  aJl  of  us  that  w©  were  to  witness  a 
tremendous  fire.  In  all  directions  the  fires  were  increasing, 
and  still  there  was  no  water  supply.  In  my  wanderings 
I  came  across  one  wooden  structure  which  had  collapsed. 
Soon  after  I  arrived  at  the  spot  a  negro  was  pulled  up 
legs  first  out  of  his  bed.  There  was  a  look  of  surprise  on 
his  face  as  he  came  to  the  light,  and  honestly  I  had  never 
seen  a  negro  look  so  white.  It  was  a  surprise  to  all  of  us 
that  he  was  alive.  At  another  cheap  lodging-house  which 
had  collapsed  it  was  thought  that  thirty  persons  were 
buried.  Six  of  these  had  been  pulled  out  whea  the  rescuers 
had  to  beat  a  hasty  retreat.  The  wall  of  the  adjoining 
house  crashed  down,  and  in  a  few  minutes  the  place  was 
eaten  up  by  fire.  One  man,  who  had  one  leg  caught,  had 
to  be  abandoned  in  the  flight. 

Well,  I  must  pass  on.  Any  one  of  us  could  probably 
fill  a  book  with  our  experiences  of  those  few  days.  The 
first  night  I  slept  out  on  a  vacant  plot,  with  a  bale  of 
straw  for  a  mattress,  and  with  four  Horses  just  behind  me. 
On  the  second  I  made  a  sand  dune  in  one  of  the  parks 
serve  me  for  a  bed,  but  during  the  night  some  of  the 
heaviest  blasting  was  being  done,  which  proved  to  be 
rather  a  disturbance.  The  next  day,  wishing  to  send  off  a 
cablegram,  I  crossed  over  to  Oakland,  leaving  practically 
all  my  possessions  behind.  My  box  I  had  buried  in  the 
sand,  but  the  last  time  I  went  to  the  spot  there  were  so 
many  others  buried  round  it  that  I  could  not  tell  which 
was  mine.  The  place  was  like  a  graveyard.  It  wus  with 
absolutely  nothing  to  my  name,  except  a  little  cash,  that 
I  learnt  there  was  no  chance  of  being  permitted  to  return 
to  San  Francisco.  The  next  day  therefore  found  me  with 
a  free  pass  for  a  two  days*  railway  journey,  and  the 
prospect  of  living  on  charity.  Only  a  week  before  I  was 
travelling  over  the  same  metals  in  one  of  the  finest  trains 
in  the  States,  living  like  a  king,  and  as  happy  as  they  are 
made. 

"Times  change  in  many  ways,  and  we  with  time," 

A.C.A. 


Famb! — During  the  recent  elections  for  the  Bavarian 
House  of  Representatives — so  runs  a  story  told  in  the 
German  papers— two  voting  tickets  were  addressed  by 
diflferent  political  agents  to  *'  Herr  Siegfried  Wagner, 
*'  Accountant  (Kontorist),  48  Richard  Wagner  Street, 
•*  Bayreuth."  They  duly  reached  the  distinguished  musician 
for  whom  they  were  intended,  and  caused  him  no  little 
bewilderment.  When  he  came,  however,  to  exercise  his 
electoral  right,  he  found  to  his  great  astonishment  that  the 
vocation  named  was  also  imputed  to  him  in  the  official 
register  of  voters.  The  clerk  to  whom  the  preparation  of  the 
list  had  been  entrusted  had  apparently  never  heard  of  the 
profession  of  composer  (Komponist),  and  had  assumed  that 
it  must  be  a  mistake  for  Kontorist. 


"  Thb  Accountants'  Journal." — The  first  number  of  the 
new  volume  has  just  been  issued,  and  consists  of  52  pages, 
together  with  the  index  to  the  last  volume.  The  following 
are  some  of  the  subjects  included  in  this  number  : — Reform 
of  the  Law  Relating  to  Insolvencies.  Types  of  Railway 
Mortgages.  Notes  and  Notions.  Some  Legal  Terms — 
Property  and  Possession.  Summarised  Law  Reports. 
Reviews.  Contemporary  Thought.  Points  for  Beginners. 
Prize  Competition.  Articles  of  Association.  Overheard  in 
the  Office— Executorship  Accounts.  Reconstructions,  by 
G.  A.  Touch,  C.A.  Faults  m  the  Companies  Acts,  by 
G.  H.  Boucher.  A  Faculty  of  Commerce  in  relation  to 
Accountants,  by  Prof.  Chapman,  M.A.  The  Rights  of 
Partners  inUr  se,  by  S.  S.  Dawson,  F.C.A.  Profits  and 
Dividends,  &c.  &c. 
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Extract  from  AtuNHng,  by  Lawrxmcc  R.  Dickscb,  P.CA. 
(Pagg  190) 
Liunud  HousMs  pcenent  some  rather  special  features.  The  goodwill 
tttaehing  to  the  license  gives  the  lease  or  freehold  of  licensed  premiseB 
•  narket  value  greatly  tn  excess  of  their  real  value  as  buildings.  To 
be  properly  oonsidered,  the  value  of  the  premises  and  the  license  must 
bs  aaparated  The  former  should  be  depreciated  in  the  usual  way, 
leaving  the  license  alone  to  be  considered.  A  license  on  freehold  pre- 
■laea  does  not  depredate,  but  a  license  on  leasehold  premises  passes 
away  with  the  premises  and  must  therefore  be  depreciated  like  a  lease. 
A  MoeaiM  may  at  any  tfane  be  lost— either  for  misconduct  or  for  no  rea^ 
•on— tat  this  is  a  continienoy  outside  the  scope  of  depreciation.  It 
Mil  kowaveBi  be  provided  against  by  Insuxaacei'  which  would  appeM 
iBba  a  moat  prudent  course  to  adopt. 

For  fan  partieiilan  as  to  UGEMBEB  IIBURIMOB  apply  to* 

LIOEIIBBS  mSURANGB  COBPORATIOI 
AND  GUARANTEE  FUND*  Limited, 

24  ItOORQATB  STREET,  LONDON, 


XjcehwlT* 


Licenced  Property. 


lojurtd  and  Loans  and  Debentnrea  on 
Licensed  Proi^rty  of  every  description  guaranteed. 

r/M  CMpitathBd  ¥Miu§  of  th$  Goodwill  of  0  Uoonwl  Buslneu 
is  tl}§  ¥aluB  oftiie  llcen  d,  and  may  1)0  ostlmaiod  upon  a  mora 
iiboral  baaia  if  tha  lieao;^  />  Ineurad. 


METROPOLITAN  BOROUGH  OF  HOLBORN. 


BOROUGH  ACCOUNTANTS  DEPARTMENT. 


JUNIOR  AUDIT  CLERK. 

'J^HE  Finance  Committee  of  the  above  Council  are  pre- 
pared to  receive  applications  for  the  above  appointment 
at  a  commencing  salary  of  £70  per  annum.  Candidates, 
who  should  not  exceed  the  age  of  25  years,  must  apply  in 
their  own  handwriting,  stating  age,  qualifications,  and  par- 
ticulars of  past  experience,  and  when  they  could  commence 
their  duties  if  appointed,  so  as  to  reach  these  offices  not 
later  than  the  13th  of  June  next,  in  an  envelope  endorsed 
••Audit  Clerkship,"  together  with  copies  of  three  recent 
testimonials.  Preference  will  be  given  to  candidates  who 
have  had  experience  in  Auditing,  either  in  a  professional 
accountant's  office  or  elsewhere. 

LIONEL  WALFORD, 

Town  Clerk? 
Council  Offices, 

197  High  Holborn,  W.C. 
29M  May  1906. 


Wheatley  Kirk,  Price  &  Co., 

(bstablishbo  Z850) 

TALUESB,  AUCTIONEERS  ft  ARBITRATORS 

OF    EVERY    DESCRIPTION    OF 

W0RK8,  PLANT,  MACHINERY,  ft  8T0G1L 

PERIODICAL   VALUATIOaa  AT  SPECIAL   RATES 

ANNUAL    iNaPECTIONS      FOR    DEPRECIATION. 

SALES  OP  WORKS  BY  PRIVATE  TREATY. 

PARTNERSHIPS    IN    ENOINEERINO    PROFESSION     ARRANOEP^ 


46   Watling    Street,    London,  E.G. 

and   ALBERT    SQUARE,    MANCHESTER. 
TkLBPBONB  5,077  Bank.      Telegrams— "  INDICES,  LONDON.' 


Bsta.  1891. 


GUARDIAN 

ASSURANCE    COMPANY,    Limited, 


FIRE,     LIFE,     ACCIDENT, 

AND    BURGLARY    INSURANCE 


Total  Funds  over  £5,000,000. 

Hbad  Office:— 11   LOMBARD   STREET.    LONDON. 
Law   Courts   Branch  :— 21    FLEET   STREET. 

XeaMitd  Btticles. 

Official  Receivers  ns  Cliaimien  at  First 
Meetings. 


A  LTHOUGH,  as  will  of  course  be  well- 
■*'  known  to  our  readers,  we  are  no  friends 
of  official  methods,  and  although  from  time  to 
time  we  find  it  necessary  to  criticise  somewhat 
severely  the  attitude  adopted  by  Government 
employees  at  Whitehall  and  at  Carey  Street 
towards    professional    ac([i61fk%knts,  we    have 
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always  been  in  the  habit  of  taking  it  for  granted 
that  such  faults  as  might  be  found  with  official 
administration  were  the  faults  of  the  system, 
and  not  of  the  individual.  That  being  so,  we 
were  greatly  surprised  to  read  in  a  recent  issue 
of  the  East  Anglian  Daily  Times  the  report  of 
the  first  meeting  of  the  creditors  of  one  Alfred 
Suckling  at  which  Mr.  F.  Messent,  Official 
Receiver,  presided. 

According  to  our  contemporary  it  appeared 
that,  in  consequence  of  some  admissions  made 
by  the  debtor  at  a  private  meeting  of  his 
creditors,  objections  were  lodged  afi:ainst  two 
proofs  which  were  put  in  for  comparatively 
large  sums,  on  the  ground  that  the  persons 
making  those  proofs  were,  or  at  least  might  be 
found  to  be,  partners  of  the  debtor,  and  that 
therefore  it  was  not  proper  to  admit  such  proofs 
for  voting  at  a  first  meeting.  The  Official 
Receiver,  however,  decided  to  admit  the  proofs 
for  voting,  but  to  mark  them  "  Objected  to." 
He  refused,  however,  to  put  the  grounds  of  the 
objection  on  the  proofs. 

A  creditor  shortly  after  took  exception  to 
Mr.  William  Messent  being  present  at  the 
meeting,  whereupon  the  Official  Receiver 
stated  that  he  was  there  as  a  candidate  for  the 
trusteeship,  like  others.  He  went  on  to  say 
that  as  this  case  appeared  to  have  excited  con- 
siderable interest  and  there  were  special 
proxies  for  five  different  candidates,  not  know- 
ing two  or  three  of  these  he  wrote  to  them  for 
particulars  of  any  trusteeships  that  they  had 
held.  Three  of  them  answered,  and  Mr. 
Flaxman  Haydon,  A.C.A.,  had  wished  his 
reply  to  be  read  at  the  meeting.  The  Official 
Receiver  thereupon  read  the  letter  which 
he    had    received    from    Mr,    Haydon,    who 


appeared  to  strongly  resent  the  questions  he 
was  asked,  and  further  stated  that  he  had  sent 
Mr.  Messent's  letter  and  his  reply  to  the 
Board  of  Trade.  Our  contemporary  goes  on 
to  say  that  the  voting  for  the  post  of  trustee 
resulted  in  the  election  of  Mr.  William 
Messent,  of  Ipswich. 

We  do  not  attach  much  importance  to  the 
refusal  of  the  Official  Receiver  to  mark  the 
proofs  objected  to  with  the  nature  of  the  objec- 
tion stated,  for  this  omission  of  itself  will  place 
no  difficulty  in  the  way  of  an  appeal  to  the 
Court  should  any  of  the  creditors  concerned 
deem  such  a  course  desirable.  We  cannot  see 
how  any  objection  can  be  raised  to  someone 
of  the  same  name  as  the  presiding  Official 
Receiver  being  a  candidate  for  the  trusteeship, 
for  it  would  indeed  be  hard  if  the  mere  fact 
that  one  had  as  a  relation  an  Official  Receiver 
should  ipso  facto  act  as  a  disqualification  for  the 
post  of  trustee.  But  although  upon  all  these 
points  we  think  that  the  indignation  evident  at 
this  meeting  was  of  a  misdirected  character, 
the  alleged  action  of  the  Official  Receiver 
in  writing  to  the  various  persons  who  had 
been  nominated  by  special  proxies  for  the 
trusteeship,  and  inquiring  of  them  as  to  their 
qualifications  for  the  post,  is  objectionable. 
It  is  absolutely  no  part  of  an  Official  Receiver's 
duties  to  make  such  inquiries,  and  unauthorised 
inquiries  made  by  an  official  in  his  official 
capacity  may  be  justly  resented  as  unwarrant- 
able. Moreover,  the  Official  Receiver,  as  such, 
has  nothing  whatever  to  do  with  the  confirma- 
tion of  a  trustee's  appointment.  That  duty 
devolves  upon  the  Board  of  Trade,  which,  if  it 
thinks  necessary,  is  quite  able  to  conduct  its 
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own  inquiries.  Such  inquiries  ought  to  be,  how- 
ever,  and  in  fact  usually  are,  confined  to  his 
financial  standing  and  repute.  It  is  for  creditors 
to  judge  who  is  best  fitted,  from  the  business 
point  of  view,  to  act  as  trustee  of  an  estate, 
and  the  veto  of  the  Board  of  Trade  is  directed 
solely  towards  protecting  the  business  com- 
munity against  dishonest  or  impecunious 
trustees.  Mr.  Flaxman  Haydon's  complaint 
will,  we  hope,  receive  that  attention  at  head- 
quarters which  it  undoubtedly  deserves. 


The  Riijrhts  of  Partners  inter  ae. 


T'HE  paper  by  Mr.  Sidney  S.  Dawson, 
F.C.A.,  under  the  above  heading,  which 
appeared  in  our  issue  of  7th  April,  and  which 
was  read  at  meetings  of  Chartered  Accountants 
Students'  Societies  held  at  Sheffield,  Birming- 
ham, and  Liverpool,  deals  with  a  matter  of 
considerable  interest  to  which  a  good  deal  of 
attention  has  already  been  given  in  these 
columns  comparatively  recently.  It  may  be 
questioned,  however,  whether  it  represents  a 
sufficiently  comprehensive  or  a  sufficiently 
novel  basis  to  stand  alone  as  the  subject  for 
a  Students'  Society  lecture. 

Mr.  Dawson  starts  with  referring  to  the 
paper  read  by  Mr.  T.  A.  Welton,  F.C.A.,  at 
an  Autumnal  Meeting  held  at  Liverpool  in 
1904,  which  has  already  been  very  fully 
discussed,  and  then  proceeds  to  discuss  the 
views  expressed  by  Professor  Dicksee  in 
his  "Advanced  Accounting"  under  circum- 
stances which  are  not  identical  with  the 
data  assumed  by  Mr.  Dawson.  As  a  means 
of  instructing  the    uninitiated    it   is  difficult 


to  conceive  anything  more  confusing  than 
the  presentment  of  a  series  of  alternative 
methods,  of  which,  in  the  nature  of  things,  only 
one  can  possibly  be  correct.  We  are  not  indeed 
quite  sure  that  we  ourselves  understand  the 
view  the  lecturer  is  desirous  of  putting  for- 
ward as  his  own  and  as  the  correct  one ;  but, 
if  we  do  understand  him  aright,  we  may  say 
that  if  the  facts  are  to  be  taken  as  stated  by 
him  we  can  find  no  fault  with  what  we  believe 
to  be  his  conclusion — namely,  that  the  respective 
capitals  of  partners  in  a  firm  must  be  taken  not 
as  being  the  amounts  which  they  each  brought 
into  the  firm  in  the  first  instance,  nor  yet  the 
balances  standing  on  their  Capital  Accounts 
after  the  books  have  been  completely  written 
up  to  date,  but  the  balances  standing  on  their 
Capital  Accounts  at  the  date  of  the  last  Balance 
Sheet  mutually  agreed  by  the  partners.  Bear- 
ing in  mind,  however,  that  the  practice  of 
partners  signing  their  periodical  Balance  Sheets 
is  far  rarer  in  practice  than  in  theory,  it  would, 
we  think,  be  somewhat  unsafe  to  assume  as  a 
matter  of  course  that  the  last  periodical  Balance 
Sheet  was  necessarily  the  one  to  determine  the 
respective  capitals  of  the  different  partners.  If 
it  be  a  fact  that  in  Garner  v.  Murray  the  Master 
certified  that  the  sums  due  to  the  plaintiff  and 
defendant  were  £2,500  and  £314  respectively, 
it  occurs  to  us  to  suggest  that  the  probabilities 
are  greatly  against  the  Capital  Account  of  any 
partner  appearing  at  an  even  figure  like  ;f  e,500 
at  the  date  of  any  periodical  Balance  Sheet, 
which  seems  to  place  a  further  difficulty  in  the 
way  of  accepting  this  theory.  But  inasmuch  as 
the  partners'  respective  capitals  at  the  start 
were  ;f  2,500  and  ;f  1,000  respectively,  it  is  clear 
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that  the  figures  said  to  have  been  certified  by 
the  Master  were  not  the  starting  figures.  It 
would  be  of  interest,  as  finally  clearing  up  any 
doubt  and  leaving  no  room  for  imagination  or 
surmise,  if  some  of  our  readers  could  tell  us 
exactly  how  the  balance  available  was  divided 
between  the  plaintiff  and  defendant  in  Garner 
V.  Murray,  for  at  the  present  time — although 
Mr.  Dawson's  suggestion  is  doubtless  the  most 
probable — the  wording  of  Mr.  Justice  Joyce's 
judgment  is  far  too  involved  for  the  point  to  be 
regarded  as  altogether  free  from  doubt. 

Another  point  which  strikes  us  as  being  of 
some  interest  is  as  to  whether  the  last  mutually 
agreed  Balance  Sheet  is  to  be  in  all  cases 
regarded  as  conclusive,  irrespective  of  the  actual 
facts  of  the  case.  For  instance,  it  is  quite  con- 
ceivable that  in  preparing  the  Balance  Sheet  a 
debt  due  by  one  of  the  partners  to  the  firm 
might  have  been  treated  as  an  ordinary  book 
debt  instead  of  being  charged  against  his 
Capital ;  or,  in  the  alternative,  it  may  have  been 
charged  against  his  Capital  Account  before 
preparing  the  Balance  Sheet,  thus  reducing  the 
balance  standing  to  his  credit  thereon.  We 
should  like  to  know  whether  it  is  considered 
that  the  decision  in  Garner  v.  Murray  clearly 
settles  that  on  a  dissolution  the  ultimate  basis 
of  division  of  assets  is  to  be  affected  in  any  way 
by  the  question  as  to  how  a  debt  due  by  a 
partner  to  the  firm  has  been  dealt  with  prior  to 
the  taking  out  of  the  last  Balance  Sheet.  For 
ourselves  we  incline  to  the  view  that,  the 
Balance  Sheet  having  once  been  agreed,  it 
must  be  regarded  as  a  settled  account,  which, 
save  on  the  ground  of  fraud,  cannot  be  reopened; 
but,  if  that  be  the  case,  it  is  obvious  that  the 
precise  treatment  of  such  common  transactions 
as  that  which  we  have  just  referred  to  may  be 


of  far  more  serious  import  than  is  frequently 
imagined. 


The  Society  of  Accountants  and  Auditors 


HTHE  twenty-first  annual  general  meeting  of 
^  the  Society  of  Accountants  and  Auditors 
was  held  at  Salisbury  House  on  the  24th  ult., 
when  Mr.  W.  G.  Rayner,  the  President, 
occupied  the  chair.  In  the  course  of  his 
address  Mr.  Rayner  mentioned  that  the  total 
number  of  members  on  the  roll  at  the  close  of 
1905  was  2,111,  of  whom  809  were  Fellows, 
1,215  Associates,  and  87  student  members. 
With  regard  to  the  examinations  he  said  that 
the  total  number  of  candidates  in  1905  had 
been  289,  of  whom  210  had  passed  and  79 
failed.  The  percentage  of  passes,  he  added, 
was  somewhat  higher  than  in  the  two  previous 
years,  but  this  was  not  owing  to  any  lowering 
of  the  standard  of  qualification  set  by  the 
Examination  Committee,  but  was  due  entirely 
to  the  candidates  themselves.  It  is  extremely 
difiicult  to  generalise  thus,  as  any  experienced 
examiner  would  be  the  first  to  admit ;  but,  how- 
ever that  may  be,  examinations  which  turn 
back  less  than  25  per  cent,  of  the  aggregate 
number  of  candidates  can  hardly,  under  even 
the  most  favourable  conditions,  be  regarded  as 
particularly  exacting. 

Not  altogether  unnaturally  the  Society,  as 
voiced  by  its  President,  views  with  disapproval 
the  appointment  of  a  Departmental  Com- 
mittee to  inquire  into  the  accounts  of  local 
authorities  which  so  far  departs  from  the 
recommendations  of  the  Joint  Select  Com- 
mittee on  Municipal  Trading  of  1903  as  to 
omit  any  specific  representation  of  the  Society 
itself.  This  is  a  grievance  which  was  made 
a  good  deal  of  at  the  time  by  the  Society's 
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official  organ,  but  apparently  the  Council  have 
now  decided  to  make  the  best  of  a  bad  job,  for 
we  find  that  the  President  draws  attention  to 
the  fact  that  two  of  the  members  of  that  Com- 
mitte — namely,  the  City  Controller  of  Liverpool 
and  the  Accountant  to  the  Wallasley  District 
Council — are  members  of  the  Society.  From 
the  point  of  view  of  the  Local  Govern- 
ment Board  it  must,  we  think,  in  all  fairness 
be  admitted  that  this  represents  a  somewhat 
liberal  representation  of  the  Society,  both  as 
representing  a  section  of  the  practising  profes- 
sion and  as  representing  a  section  of  municipal 
accountants,  although,  no  doubt,  a  more  advan- 
tageous selection  would  have  been  one  member 
from  each  section ;  but  bearing  in  mind  that 
Chartered  Accountants — ^who,  when  all  has  been 
said  and  done,  represent  the  preponderating 
influence — are  only  represented  by  a  single 
member,  it  is  clear  that  the  Society  has 
nothing  whatever  to  complain  of. 

With  regard  to  the  Bankruptcy  Committee, 
we  agree  that  there  is  an  undesirable  prepon- 
derance of  the  ofiicial  element,  although  the 
preponderance  has  been  considerably  less  over- 
whelming than  we  had  at  one  time  been  led  to 
fear,  but  while  the  Society,  as  including  among 
its  members  a  large  number  of  municipal 
employees,  is  certainly  entitled  to  have  its  views 
represented  on  an  inquiry  as  to  the  accounts  of 
local  authorities,  it  must  be  admitted  that  it 
includes  no  practitioner  of  first-class  insolvency 
practice,  and  therefore  its  claims  to  repre- 
sentation upon  the  Bankruptcy  Committee 
are  quite  insufiicient  to  entitle  it  to  separate 
representation,  more  particularly  upon  a  Com- 
mittee of  such  workably  small  numbers  as  that' 
appointed  by  Mr.  Lloyd  George. 

On  the  subject  of  legislation  for  the  profes- 
sion itself,  we  regret  that  the  Society,  speaking^ 


through  its  President,  should  not  have  seen 
its  way  to  fall  in  with  the  eminently  reason- 
able proposition  put  forward  by  Mr.  John 
Gane,  F.C.A.,  at  the  annual  meeting  ot 
the  Institute  a  month  ago.  Mr.  Gane,  when 
referring  to  the  Chartered  Societies'  BUI,  and 
to  the  attitude  adopted  towards  it  last  year  by 
the  Society  of  Accountants  and  Auditors,  said 
that  it  was  absolutely  for  the  protection  of  tixe 
public  that  there  should  be  further  legislation 
to  prevent  persons  from  falsely  representing 
that  they  were  members  of  a  Chartered 
Society,  whether  of  accountants  or  others,  and 
that  it  was  difficult  to  understand  how  anyone 
could  find  a  legitimate  reason  for  opposing  it. 
"If,"  he  added,  "the  Society  of  Accountants 
and  Auditors  will  introduce  a  Bill  with  similar 
objects  for  protecting  its  own  members,  I  feel 
justified  in  stating  that  this  Institute  will 
agree  not  to  oppose  it,  provided  that  the 
Society  will  likewise  agree  that  its  opposition 
to  the  Chartered  Societies  Bill  shall  cease/*  In 
view  of  certain  litigation  now  pending  one 
would  have  thought  that  the  Society  might 
have  seen  here  a  possible  modus  vivendi;  but  the 
views  of  its  Council,  as  expressed  by  Mr. 
Rayner,  are  that  they  are  "  not  going  to  allow  a 
Bill  the  principle  of  which  they  do  not  approve 
to  go  forward  on  a  promise  that  if  they  intro- 
duce something  of  a  similar  nature  later  on  it 
will  not  be  opposed  by  the  Institute."  The 
Society  thus,  it  seems  to  us,  places  itself  in  the 
entirely  false  position  of  disapproving  "on  prin- 
ciple "  of  the  proposition  that  it  is  only  right, 
fair,  and  honest  that  persons  who  falsely  repre- 
sent themselves  to  the  public  as  being  members 
of  a  learned  Society,  of  which  in  point  of  fact 
they  are  not  members,  should  be  capable  of 
being  restrained  by  a  prompt  and  inexpensive 
process  of  law  from  continuing  to  perpetrate 
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that  fraud.  We  are,  of  course,  aware  that  the 
Society  has  given  somewhat  more  detailed 
reasons  for  its  objection  to  the  Chartered 
Societies'  Bill,  and  those  reasons  have  already 
been  stated  seriatim  in  these  columns,  but  if 
it  is  going  to  be  seriously  suggested  that  the 
"  principle  "  of  the  Bill  is  not  approved  of,  its 
principle  can  only  be  correctly  stated  in  the 
form  in  which  we  have  stated  it  above. 
Stripped  of  all  verbiage,  it  would  thus  appear 
that  the  Society's  standpoint  amounts  to  this 
— that  it  will  block  all  attempts  at  legislative 
reform  which  do  not  place  its  members  upon  a 
substantial  equality  with  Chartered  Accoun- 
tants. If  the  Society  has  any  confidence  in 
the  personnel  of  its  members  it  would,  we  think, 
be  better  advised  not  to  indefinitely  delay 
reform  for  so  unreasonable  a  purpose.  If  its 
members  are  in  fact  equal  to  the  members  of 
the  Institute,  it  is  unnecessary  for  them  to  go 
to  Parliament  for  any  corroboration  of  the 
fact.  If,  on  the  other  hand,  they  must  collec- 
tively occupy,  as  we  think  they  must,  a 
secondary  place,  then  no  Act  of  Parliament 
can  by  any  possibility  improve  their  position. 
Of  recent  years  the  Society  has  by  its  own 
unaided  efforts  enormously  improved  the  col- 
lective standing  of  its  members — and  for  that 
improvement  it  is  entitled  to  all  possible 
credit,  which  will  doubtless  be  freely  recog- 
nised by  impartial  persons  in  the  course  of  the 
present  year,  when  it  attains  its  majority — but 
it  will,  in  our  view,  be  simply  defeating  its  own 
ends  if,  under  the  mistaken  hope  of  accom- 
plishing them  the  more  promptly,  it  acquires  a 
reputation  for  mere  selfish  intrigue.  The  time 
has  now  surely  come  when  the  Society  can 
afford  to  do  what  perhaps  it  could  not  afford  to 
do  a  dozen  or  so  years  ago — namely,  strike  boldly 
for  the  improvement  of  the  accountancy  pro- 


fession as  a  whole  without  self-seeking  and 
without  fear  of  consequences ;  and  we  feel 
sure  that  if  it  abandons  its  obstructionist 
attitude  of  the  past  it  will  find  the  great 
majority  of  opinion  among  Chartered  Accoun- 
tants to  be  overwhelmingly  in  its  favour.  If, 
however,  it  cannot  rise  to  the  occasion,  it  may 
truly  delay  a  comprehensive  and  equitable 
scheme  of  legislation  for  the  profession  as  a 
whole,  but  for  obvious  reasons  the  most 
serious  disadvantages  of  that  delay  will  of 
necessity  be  experienced  by  its  own  members, 
who  naturally  will  feel  the  competition  of 
unqualified  practitioners  far  more  seriously 
than  Chartered  Accountants. 


Meeftli?  flote0« 


Barrlitonand  1°  reply  to  a  question  asked  in  the 
th«lr  CUenti.  House  of  Commons  concerning  the 
desirability  of  introducing  legislation  to  make  barristers 
who  accept  retainers  on  behalf  of  litigants  and  fail  to 
appear  liable  in  damages  for  breach  of  contract,  the 
Attorney-General  expressed  the  opinion  that  soch 
legislation  would  be  neither  necessary  nor  desirable. 
Inasmuch  as  there  is,  under  existing  conditions,  no 
contract  between  a  barrister  and  his  client,  there  would 
undoubtedly  be  considerable  difficulties  in  the  exaction 
of  damages  for  breach  of  that  which  is  non-existent, 
even  under  the  sanction  of  an  Act  of  Parliament,  but 
technical  difficulties  apart,  as  Sir  J.  Lawson  Walton 
pointed  out,  the  difficulty  only  arises  in  practice 
because  litigants  will  insist  upon  briefing  a  few  note- 
worthy members  of  the  Bar  without  making  the  least 
inquiry  as  to  whether  they  are  capable  of  undertaking 
the  business  or  not.  So  long  as  the  public  regards  the 
mere  name  of  an  absenf  barrister  as  more  valuable 
than  the  services  of  one  who  is  present,  there  would 
appear  to  be  but  little  to  complain  of  at  the  pre«nt 
time.  When,  if  ever,  the  public  wants  something  more 
solid  for  its  money,  it  has  only  to  take  the  trouble  to 
ascertain  who  is  both  competent  and  able  to  undertake 
its  business.  In  the  meanwhile,  however,  a  middle 
course  which  has  often  been  followed  with  success  is 


June  2,  1906. 


THE    ACCOUNTANT 


691 


to  make  a  special  arrang^ement  that  if  the  barrister 
briefed  does  not  appear  in  Court  he  will  return 
his  fee. 


^  _  A  correspondent  of  The  Financial  News 

— in  the  course  of  a  long  letter  to  that 
journal,  probably  suggested  by  the  paper  of  Mr. 
Sykes,  briefly  noted  in  our  issue  of  the  19th  ult. — 
expresses  the  opinion  that  a  note  of  the  value 
of  £1  would  be  welcome  to  the  people  of  England, 
provided  it  were  issued  under  conditions  which 
ensored  its  ready  convertibility.  It  is  said  that  more 
than  50  per  cent,  of  the  notes  issued  by  the  banks 
established  in  the  Australian  Colonies  consist  of  £1 
notes,  while  in  Scotland  (where  the  £1  note,  thanks  to 
the  cudgels  of  "  Malachi  Malagrowthe,"  still  exists) 
one-half  the  average  circulation  of  ;^6,ooo.ooo  is  thus 
taken  up.  It  is  estimated  that  the  advent  of  the  £1  note 
in  England  and  Wales  would  set  free  between  fifteen 
and  twenty  millions  sterling,  and  although  it  is  agreed 
that  this  would  not  increase  the  gold  reserves,  it  would 
"  place  those  reserves  in  an  inviolate  position,  and 
'*  make  tham  more  serviceable  than  they  meantime 
•*  are."  It  is  evident  that  the  writer  has  great  hopes 
of  the  new  Chancellor  of  the  Exchequer,  who  is  deemed 
to  be  anxious  to  make  his  mark  upon  banking  legisla- 
tion; and  before  the  subject  is  Anally  dismissed  he 
trusts  "  a  more  palatable  excuse  will  be  found  for 
"throwing  the  suggestion  over  than  the  stereotyped 
'*  one  that  the  people  of  England  will  have  nothing  to 
"  do  with  it." 


.*<**.       The  annual  dinner  of  the  Chartered 
laitltttte  of 

rim'  Institute  of  Secretaries  took  place  last 
*•  week  at  the  Midland  Grand  Hotel, 
King*s  Cross,  under  the  chairmanship  of  the  President, 
Mr.  Alexis  L.  Charles.  He  was  supported  by  Sir 
Richard  B.  Martin,  Sir  John  R.  Paget,  the  Hon.  George 
Colville  (Secretary  of  the  Institute  of  Chartered 
Accoontants),  Major  Gratwicke  (President  Institute  of 
Journalists),  Sir  Ernest  Clarke,  Mr.  J.  A.  Torrens 
Johnson  (Secretary  Share  and  Loan  Department,  Stock 
Exchange),  Professor  Dicksee,  and  other  distinguished 
guests.  In  proposing  '*  Success  to  the  Chartered 
Institute  of  Secretaries,"  Sir  Richard  Martin  enlarged 
upon  the  great  importance  of  the  work  the  Institute 
was  doing  in  training  a  most  useful  and  necessary  body 
of  men  to  whom  one  could  look  for  information  on 


practically  all  subjects  connected  with  municipal,  com- 
mercial, and  financial  life.  In  responding,  the  President 
returned  thanks  for  the  manner  in  which  the  toast  had 
been  received,  and  said  that  it  was  a  matter  of  great 
congratulation  that  there  had  been  a  large  and  rapid 
increase  in  the  number  of  members  during  the  past 
twelve  months,  and  that  it  was  now  a  matter  of  anxiety 
on  the  part  of  most  gentlemen  connected  with  secretarial 
work  to  become  members.  Songs  and  other  musical 
numbers  brought  a  pleasant  evening  to  a  close. 


The  decision  of  the  Court  of  Appeal  in 
with  Statutory  Corhett  v.  South-Eastern  and  Chatham 
Corporatloni.  Railway  Companies'  Managing  Committu 
should  be  carefully  noted.  Defendants  agreed,  in  con- 
nection with  a  large  building  scheme  in  which  plaintiff 
was  interested,  to  discontinue  the  use  of  a  certain 
station  and  to  erect  another  at  a  different  place  on 
certain  conditions.  It  was  subsequently  found  that 
there  was  a  clause  in  a  statute  under  which,  for  the 
benefit  of  an  adjoining  landowner,  the  station  could 
not  be  closed  or  moved.  The  defendants  refused, 
therefore,  to  carry  out  the  agreement,  which  they 
alleged  to  be  ultra  vires  and  therefore  void.  In  an 
action  for  damages  this  view  was  upheld  by  the  Court 
of  Appeal,  Lord  Justice  Romer  (who  agreed  with  the 
judgment  of  Mr.  Justice  Farwell)  dissenting.  It  appears 
that  a  person  contracting  with  a  statutory  corporation 
should  satisfy  himself  that  the  proposed  contract  is  not 
outside  the  company's  powers. 


Tho  Bharoholdor  A  correspondent  of  a  financial  morning 
and  hii  Btampi.  paper  writes  to  complain  of  the  waste 
of  stamps  and  correspondence  in  some  modern  recon- 
structions. He  instances  a  case  of  a  company  recon- 
structed "on  a  17s.  basis  on  6d.  terms."  One  pays  6d. 
on  application,  6d.  on  allotment,  and  four  calls  to 
follow.  The  shareholder  thus  pays  6d.  in  stamps,  and 
the  bank  pays  a  like  sum  in  sending  receipts.  Then, 
having  accumulated  this  mass  of  documents,  one  has 
to  look  up  the  old  certificate,  file  receipts,  send 
letter  of  allotment  to  the  secretary,  who  ought  to  have 
done  the  whole  thing  himself.  One  more  stamp. 
When  the  secretary  pleases  he  will  send  a  new  certifi- 
cate and  ask  for  receipt.  If  granted,  two  more  stamps. 
Hence  fifteen  stamps,  pb^i|gs  stationery :  fifteen 
j  stamps,  IS.  3d.  out  of  3s.    Cannot  directors  offer  5  per 
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cent,  discount  for  cash,  paying  up  the  whole  ?  It  must 
be  a  poor  company  that  cannot  earn  5  per  cent,  on 
cash. 


Trftdlntf  Proflti 


Our     contemporary     The     Municipal 


Relief  of     Journal,  which  is  apparently  so  consti- 
Ratoi.  tuted  that  it  is  obliged  to  take  every- 

thing seriously,  devotes  nearly  a  column  to  explaining 
how  it  is  that  rates  are  relieved  by  the  profits  from 
municipal  enterprises,  although  the  relief  does  not  take 
the  form  of  an  actual  dividend  paid  to  the  ratepayers. 
It  does  not,  of  course,  require  any  very  great  knowledge 
of  arithmetic  to  show  that  "  if  rates  which  in  the 
*'  ordinary  course,  of  events  would  increase  twopence 
"  are  relieved  by  a  penny,  say  from  tramways — the  net 
"  increase  being  a  penny — the  ratepayer  gets  relief  to 
**  the  extent  of  a  penny  from  what  is  called  *  municipal 
**  trading.*  '*  Assuming  the  •*  if,**  all  the  rest  is  obvious. 
The  point,  however,  to  which  our  contemporary  was 
invited  to  address  itself  was  this,  that  as  soon  as  there 
is  reasonable  ground  for  supposing  that  (say)  tramway 
profits  will  equal  the  rate  of  one  penny  in  the  £,  there 
appears  in  general  to  be  a  look  round  with  a  view  to 
seeing  how  that  penny  can  be  best  spent,  with  the 
result  that  it  usually  seems  to  be  found  that  expendi- 
ture involving  an  additional  twopence  or  so  is  found 
to  be  urgently  necessary.  It  is  pointed  out,  however, 
with  pride,  that  half  this  expenditure  is  met  out  of 
trading  profits,  and  that,  therefore,  the  ratepayers 
ought  to  be  very  content  that  the  net  increase  is  only 
one  penny.  The  whole  crux  of  the  matter  is  as  to 
whether,  if  there  had  not  been  that  penny  profit,  it 
would  have  been  found  necessary  to  spend  the 
twopence. 


The  Gardiir  We  are  glad  to  be  able  to  announce 
Treaiurenhlp.  that  the  Cardiff  City  Council  has 
appointed  Mr.  John  Allcock  to  the  position  of  City 
Treasurer,  Comptroller  of  Accounts,  and  Superintendent 
Assistant  Overseer,  for  which  applications  were  invited 
through  these  columns  a  short  time  since.  Mr.  Allcock, 
who  is  a  Fellow  of  the  Society  of  Accountants  and 
Auditors,  commenced  his  business  career  as  a  junior 
clerk  in  the  offices  of  the  Nottingham  City  Accountant 
some  24  years  since.  Upon  leaving  his  native  town 
after  eleven  years'  service,  he  was  appointed  Assistant 
Borough  Accountant  at  West  Ham,  and  a  lew  years  later 
Borough  Accountant,  Registrar  of  Stock,  and  Assistant 


Overseer  at  Eastbourne.  While  at  Eastbourne,  Mr. 
Allcock  compiled  the  work  on  Municipal  Accounts, 
which  forms  Vol.  XXI.  of  the  "  Accountants*  Library" 
series,  and  is  doubtless  therefore  familiar  to  tbe 
majority  of  our  readers.  As  we  pointed  out  a  short 
time  since,  the  measure  of  success  attending  Cardiffs 
awakening  to  a  proper  sense  of  its  financial  responsi- 
bilities will  be  largely  dependent  upon  the  personality 
of  the  man  appointed  at  the  head  of  its  affairs.  It  is 
satisfactory  to  note  that  after  a  somewhat  checkered 
career  the  Cardiff  Corporation  has  at  last  created  a 
post  carrying  with  it  a  salary  somewhat  more  in  pro- 
portion to  the  responsibilities  involved,  and  has,  by  a 
large  majority,  selected  a  really  able  and  experienced 
man  to  fill  the  position  so  created. 


Frankneii  and  Directors,  as  a  rule,  appear  to  be  more 
Director!.  anxious  to  cover  up  than  to  expose,  but 
a  recent  reconstruction  is  a  notable  exception  to  tbe 
general  rule,  and  one  that  might  point  an  obTious 
moral.  It  is  proposed  to  reconstruct  with  a  capital  of 
;fi,ooo  in  240,000  shares  of  one  penny  each!  The 
explanation  of  the  small  denomination  is  *'  to  make  tbe 
*'  nominal  value  of  the  share  equal  to  its  market  value, 
"  which  is  believed  to  be  practically  nil.**  Such  frank- 
ness quite  takes  away  one*s  breath  ! 


Lady  Tlu  Daily  Chronicle,  among  other  of 

IccoantanU.  our  contemporaries,  is  responsible  for 
the  statement  that  the  newly-formed  Institute  of 
Accountants  and  Bookkeepers,  of  which  Sir  Albert 
RoUit  is  the  President,  and  Mr.  J.  H.  Yoxall,  M.P., 
Vice-President,  is  the  pioneer  of  the  movement  for 
allowing  ladies  to  enter  the  ranks  of  professional 
accountancy,  and  goes  on  to  say  that  the  Institute 
admits  members  of  approved  practical  experience  or 
"  on  passing  examinations  equivalent  to  those  of  tbe 
Chartered  Accountants,  and  grants  diplomas."  Tbe 
capacity  of  this  newly-formed  Institute  to  admit  any- 
one to  the  ranks  of  professional  accountancy  seems 
well  indicated  by  the  fact  that  neither  its  President 
nor  its  Vice-President,  well  known  though  their  namts 
may  be,  ever  have  been,  or  ever  are  likely  to  be, 
members  of  that  profession.  As  to  its  examinations 
being  equivalent  to  those  of  the  Chartered  Accoun- 
tants, it  may  be  pointed  out  that  that  at  least  yet 
remains  to  be  seen,  inasmuch  as  so  far  as  we  are  aware 
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no  examinations  have  yet  been  held.  For  what  it  is 
worth,  however,  we  may  mention  that  we  are  informed 
that  Professor  Dicksee  was  approached  with  a  view  to 
seeing  whether  he  would  undertake  to  act  as  examiner, 
and  laid  it  down  as  a  preliminary  condition  that  he 
should  be  entitled  to  prescribe  the  standard.  We  note 
that  (possibly  as  a  result  of  this  stipulation)  the 
Accountancy  and  Auditing  member  of  the  Examining 
Board  is  an  Associate  of  the  Society  of  Accountants 
and  Auditors. 


UndlMhutfed  The  Financial  News  states  that  less 
BankraptB.  than  150  years  ago  any  person  opposing 
the  discharge  of  a  bankrupt  was  bound  to  pay  such 
bankrupt,  so  long  as  the  opposition  persisted,  the  sum 
of  3s.  6d.  per  week,  cessation  of  payment  causing  the 
immediate  grant  of  the  discharge.  We  do  not  know 
how  far  our  contemporary  is  serious,  and  to  what  extent 
facetious,  but  this  system  would  hardly  work  well  in 
these  days,  when  the  Official  Receiver  is  the  only 
opposing  party,  and  when,  moreover,  few  bankrupts 
bother  to  obtain  their  discharge  at  all.  Most  of  them 
have  a  wife  or  a  convenient  relative  in  whose  name  they 
may  trade ! 


SlzpeiiGe-A-8hare 
LitUatioo. 


It  has  frequently  been  pointed  out  that 
shareholders  who  subscribe  to  a  fund 
for  the  purpose  of  instituting  proceedings  against 
directors  or  others  upon  their  joint  behalf  render 
themselves  personally  liable  to  pay  the  whole  of  the 
costs  of  the  other  side  in  the  event  of  those  proceedings 
proving  unsuccessful.  This  fact  is  being  somewhat 
unpleasantly  brought  home  to  certain  dissatisfied 
shareholders  by  the  recent  issue  of  a  circular  informing 
them  that  if  they  now  pay  up  twice  as  much  as  they 
originally  contributed  they  may  escape  further  liability, 
but  that,  failing  that,  the  solicitors  of  the  parties 
attacked  may  in  their  turn  attack  them  individually.  It 
would,  of  course,  be  in  the  grossest  degree  unfair  if  by 
any  device  dissatisfied  shareholders  or  any  other  plaintiffs 
could  combine  for  a  joint  attack,  and  at  the  same  time 
secure  the  benefits  of  limited  liability  in  the  event  of 
failure,  and  anyone  who  seriously  expected  that  he 
coold  be  put  in  such  a  position  most  certainly  deserves 
to  lose  bis  money ;  but  in  spite  of  the  fact  which  is  now 
being  so  practically  demonstrated,  that  no  one  can  go 
to  law  without  running  risks,  it  must,  we  think,  be 
obvious  that  co-operative  litigation  provides  a  means 


of  enabling  small  investors  to  test  their  legal  rights  in 
a  manner  that  would  otherwise  be  practically 
impossible ;  and  so  long  as  agitations  against  directors 
and  others  are  not  got  up  for  the  sole  purpose  of  pro- 
viding fees  to  professional  men,  there  would  appear  to 
be  nothing  to  be  said  against  them,  save  by  those  who 
may  be  made  defendants  at  their  suit. 


LiMUM 

Compeniatlon. 


Although  the  full  effect  of  the  compen- 
sation scheme  has  probably  not  yet 
been  felt  owing  to  the  short  lapse  of  time  since  the 
passing  of  the  1904  Act,  the  new  levy  will  certainly  be 
conspicuous  on  the  debit  side  of  the  Revenue  Account 
of  those  concerned.  Some  idea  of  the  amounts  involved 
may  be  gathered  from  the  following  table,  which  shows 
in  the  cities  and  counties  named  the  total  amount  of  _ 
the  Compensation  Fund  as  at  26tb  February  last,  the 
number  of  licenses  extinguished  in  1905  for  which  com- 
pensation has  to  be  paid,  and  the  amount  of  compensa- 
tion awarded  in  such  cases: — 


District 


Coinperisa- 
I  tioii  Fund 


1 

£ 

Yorkshire,  West  Riding    . .        . .  40,955 

Glamorganshire       '  23,293 

Middlesex 20,313 

Cheshire        18.487 

Liverpool 1  18,257 

Surrey            17.665 

Sheffield         ,  16,394 

Newcastle-upou-Tyue                 . .  I4t390 

Kent,  Hast 13.548 

Bristol ii>442 


Extinct 

Licenses     Compensa- 
Conipen-       tion  Paid 
sated 


3 
8 
3 
9 
26 
10 


£ 
2.595 
3,616 
4,840 

5.35J 
".493 
9,017 
9,100 
7.280 
5,300 
5.156 


An  AcGountaiit'i  Under  date  of  the  24th  ult.  Mr.  G.  A. 
Chang*  of  Mam«.  Touch,  C.A.,  has  with  all  due 
formality  noted  that  he  has  by  Royal  license  and 
authority  varied  the  spelling  of  his  name  by  the 
addition  or  restoration  thereto  of  the  letter  "  e,"  and 
intends  forthwith  upon  all  occasions  to  use  the  surname 
of  Touche  instead  of  Touch.  Interviewed  by  a  Daily 
Mail  representative,  Mr.  Touche  explained  that  his 
reason  for  making  the  change  was  that  he  received 
letters  addressed  to  him  in  all  sorts  of  names  owing  to 
the  variety  of  ways  in  which  his  name  was  pronounced 
by  persons  who  were  unacquainted  with  him  per- 
sonally. We  are  not  sure  whether  the  new  spelling 
will  make  for  greater  certainty  in  th^^atter  of  pro- 
nunciation, but  that,  of  course^  |4|sV^  fatter  which 
affects  no  one  but  Mr.  Touche  himself.  *^ 
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Income  Tax  The  question  raised  by  our  correspon- 
ProfMalonal  ^®°*  **  A.C.A.  "in  a  letter  which 
Oonfldanee.  appeared  in  our  issue  of  the  12th  ult. 
is  one  of  some  little  interest,  and  we  had  rather  hoped 
that  it  would  have  proved  productive  of  a  lively  dis- 
cussion. Apart  from  the  question  raised  by  our 
correspondent,  that  if  all  Chartered  Accountants  were 
obliged  to  communicate  the  results  of  their  investiga- 
tions to  Surveyors  of  Taxes  they  might  easily  become 
gratuitous  assessors  to  the  Department,  the  question  is, 
of  course,  raised  as  to  whether  there  can  be  any 
possible  justification  for  requiring  that  a  business  man 
who  has  retained  the  services  of  a  professional  accoun- 
tant should  obtain  at  his  own  expense  that  accountant's 
guarantee  that  his  income-tax  return  is  in  all  respects 
in  order.  In  the  absence  of  any  express  statutory 
provision  to  that  effect,  it  seems  directly  contrary  to  all 
established  principles  that  the  client  of  a  professional 
man  should  be  either  directly  or  indirectly  compelled  to 
place  such  professional  advice  as  he  may  have  received 
at  the  disposal  of  third  parties.  The  principle  of  pro- 
fessional privilege  is  fairly  generally  understood, 
and  must,  it  seems  to  us,  apply  at  least  as  much 
to  accountants  as  to  solicitors  or  medical  men,  and 
we  consider  it  beyond  question  that  accountants  are 
justified  in  pleading  professional  privilege  and  refusing 
all  information,  save  in  cases  where  they  have  been 
expressly  instructed  by  their  clients  to  settle  the 
assessment  for  income-tax  at  the  client's  expense. 


Correspondence  anb  BnqutricB. 


AH  communications  to  the  Editor  should  be 
by  letter  only. 


[We  art  at  all  times  ready  to  insert  correspondence  on 
matters  of  interest  to  the  Profession^  but  we  do  not  of  course 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents^  not  necessarily  for 
publication^  but  as  a  guarantee  of  good  faith."] 


[We  have  received  a  letter  signed  with  the  initials 
P.  Q.  If  our  correspondent  will  forward  his  card,  we 
shall  be  happy  to  insert  his  letter.] 


Income  Tax.— Married  Women. 

(To  the  Editor  of  The  Accountant.) 
Sir, — If  you  will  kindly  allow  me  to  reply  to  your 
correspondent  in  the  case  of  a  husband  and  wife 
deriving  incomes  from  employment  in  a  limited  com- 
pany, I  should  say  that  the  Surveyor  is  distinctly  wrong. 
The  Finance  Act  of  1897  provides  that  a  separate 
abatement  shall  be  allowed  in  respect  of  the  income  of 
a  married  woman  if  derived  from  a  business  carried  on 
by  means  of  her  own  personal  labour,  provided  the 
husband  also  carries  on  a  business  by  means  of  his  own 
personal  labour,  in  cases  where  the  united  incomes  do 
not  exceed  the  sum  of  ;^5oo. 

The  business  must  be  distinct,  but  I  maintain  that 
this  principle  is  not  vitiated  by  the  fact  that  husband 
and  wife  are  employed  in  the  same  house  of  business. 

I  presume  in  this  case  that  either  post  could  be 
vacated  without  reference  to  the  other. 

Yours  faithfully, 

London,  24th  May  1906.  SAML.  W.  FLINT. 

[Our  own  view  upon  this  point  was  stated  last  week: 
page  661. — Ed.  Acct.] 


(To  the  Editor  of  The  Accountant.) 

Sir,— I  read  the  interesting  case  put  by  •*  Tax  "  in 
your  issue  of  19th  inst.,  and  also  your  response  which 
appeared  in  the  issue  of  26th  inst. 

It  appears  to  me — though  there  is  some  support  for 
a  contrary  opinion  in  the  words  "  unconnected  with 
the  business  of  the  wife  " — that  two  abatements  should 
be  allowed  in  the  case  given. 

The  business  is  certainly  not  that  of  the  husband 
nor  of  the  wife,  but  of  seven  or  more  persons  who  have 
formed  a  company  in  accordance  with  the  Companies 
Acts.  The  husband  probably  influenced  her  appoint- 
ment, but  ht5  is  not  her  employer,  and  her  remunera- 
tion will  issue  from  the  company  and  not  from  the 
husband. 

Even  though  it  be  a  so-called  one-man  company,  it 
is,  nevertheless,  a  limited  liability  company  and  sub- 
ject  to  all  the  advantages  and  disabilities  of  the  latter, 
and,  as  taxing  Acts  must  be  construed  literally,  I  con- 
sider that  to  the  two  persons  to  whom  reference  was 
made  in  the  letter  of  "Tax  "  abatements  should  be 

granted. 

Yours  faithfully^^T^ 

May  2m  1906.       ^'S'^'^^^'^yT.HALLif^FRY. 
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Minutes. 

{To  the  Editor  of  The  Accountant,) 
Sir, — A  friend  of  mine,  who  is  the  secretary  of  an 
ordinary  joint-stock  company  with  limited  liability, 
informs  me  that  the  minutes  of  the  shareholders  passed 
at  their  ordinary  annual  general  meeting  are  always 
confirmed  at  the  next  succeeding  meeting  of  directors^ 
and  are  not  read  at  the  following  annual  meeting  of 
shareholders. 

This  procedure,  to  my  mind,  seems  ultra  vires,  b\it  as 
the  reading  of  Section  67  of  the  Act  of  1862  (which,  I 
think,  controls  the  point)  is  very  vague,  I  shall  be  glad 
to  have  the  opinions  of  some  of  your  readers  on  the 
matter. 

The  section  referred  to  reads  as  follows : — 

"  Every  company  under  this  Act  shall  cause  minutes 
"  of  all  resolutions  and  proceedings  of  general  meetings 
"  of  the  company,  and  of  the  directors  or  managers  of 
"the  company  in  cases  where  there  are  directors  or 
"  managers,  to  be  duly  entered  in  books  to  be  from  time 
"to  time  provided  for  the  purpose,  and  any  such 
"minute  as  aforesaid,  if  purporting  to  be  signed  by  the 
"  chairman  of  the  meeting  at  which  such  resolutions 
"  were  passed,  or  proceedings  had,  or  by  the  Chairman 
"  of  the  next  succeeding  meeting,  shall  be  received  as 
"  evidence  in  all  legal  proceedings,"  &c.  &c. 

Yours  faithfully, 

38/A  May  1906.  ENQUIRER. 

[Our  correspondent's  friend  has  stated  the  usual 
practice.  Obviously  it  would  be  inconvenient  to  leave 
the  minutes  unsigned  for  a  year,  and  no  oi^e's  recollec- 
tion of  what  had  transpired  so  long  ago  would  be 
very  reliable. — Ed.  A  cat.] 


Forfeited  Shares. 

{To  the  Editor  of  The  Accountant.) 

Sir, — I  am  obliged  by  your  reference  to  this  matter 
in  last  issue  of  The  Accountant,  which  confirms  my  own 
opinion.  Undoubtedly,  the  article  in  question  avoided 
the  creation  of  a  lien,  and  this  was  why  I  considered  it 
good.  The  words  used  in  my  first  letter,  "  this  power 
amounts  to  more  than  a  lien  on  the  member's  shares,'* 
were  not  intended  by  me  to  read  as  part  of  the  article, 
but  written  in  comment  by  myself  on  the  article.  What 
I  particularly  wanted  to  obtain  was  an  expression  of 
opinion  from  you  regarding  the  statement  on  p.  507  of 
The  Accountant  (quoted  from  a  lecture)  that  "  the  only 


"  ground  on  which  shares  can  be  forfeited  is  for  non- 
"  payment  of  calls."  I  think  you  will  agree  that  this 
needs  qualification. 

Will  you  therefore  kindly  express  your  opinion  as  to 
this  point  generally  and  again  oblige. 

Yours  faithfully, 

Gravesend,  2Sth  May  1906.  A.  WARR  KING. 

[We  agree  that  the  statement  quoted  is  too  wide. — 
Ed.  Acct.] 


Building  Society's  Advances  to  Officials. 

(To  the  Editor  of  The  Accountant.) 

Sir,— I  shall  feel  obliged  if  any  of  your  correspon- 
dents will  kindly  advise  me  in  the  following 
circumstances : —  ^ 

In  the  accounts  of  a  building  society  I  find,  in  the 

course  of  my  annual  audit,  that  the  directors  have 

advanced  to  an  official  of  the  society  upon  his  property 

an  amount  which,  I  think,  is  beyond  the  limit  allowed 

—  in  fact,  I  feel  almost  certain  that  an  advance  has 

been  made  beyond  the  present  value  of  the  property 

if  it  were  realised.    What  is  my  position  ?    If  I  report 

on  the  matter  to  the  shareholders  I  have  no  facts  to 

rely  upon,  only  my  own  opinion,  and  I  shall  be  met 

with  the  valuation  of  the  person  appointed  for  the 

purpose,    and    shall    only   appear   to    be    needlessly 

meddling. 

I  am,  yours  faithfully, 

A.  R. 


Registration  for  the  Profession. 

CTo  the  Editor  of  The  Accountant.) 

Sir, — Referring  to  the  various  letters  appearing  in 
The  Accountant  from  time  to  time  upon  the  proposals 
for  "registration"  and  "amalgamation,"  so  far  as  I 
have  seen  no  one  has  ever  told  us  what  would  be  the 
position  after  either  one  or  the  other  of  those  proposals 
had  been  adopted. 

I  am  old  enough  to  remember  the  establishment  of 
the  Institute,  when  all  and  sundry  who  could  reason- 
ably lay  claim  to  being  professional  accountants  were 
gathered  into  one  body.  The  door,  without  a  doubt, 
was  opened  wide  enough,  some  averred  too  much  so. 
The  Charter  was  granted  but  a  monopoly  could  not  be 
obtained,  neither  can  it  now. 

Shortly  after  this  a  number  of  accountants,  who 
either  would  not  apply  for  aamission  to  the  Institute  or 
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who  were  for  some  reason  refused,  formed  a  society  of 
outsiders. 

Since  that  time  their  action  has  been  copied  by  other 
groups  of  enterprising  gentlemen,  with  the  result  tha* 
we  are  now  confronted  with  several  companies  or 
coteries,  all  of  whom  are  loudly  clamouring  for  a 
recognised  position — preferably,  of  course,  that  of  a 
Chartered  Accountant,  which  they  claim,  for  various 
reasons,  as  a  right.  The  right  has  not  been  admitted, 
nor  on  its  merits  can  it  be  admitted. 

The  questions  the  different  Societies  ought  to 
answer  are  as  follow : — 

(i)  Why  have  not  their  members  supported "  the 
Institute  and  added  to  its  importance  by  con- 
forming to  its  requirements  and  entering  it 
legitimately  and  fearlessly  by  the  front  door  ? 

(2)  Does  anyone  suppose  that  "  registration "  or 
"  amalgamation  "  or  both  will  be  a  finality ; 
and  if  not,  what  will  have  to  be  done  in  the 
future  with  the  new  growth  of  the  disaffected 
and  unworthy  ? 

In  support  of  the  contention  for  union  the  huge 
number  of  members  of  the  various  Societies  are  confi- 
dently hurled  at  our  heads  as  a  justification ;  but  those 
who  use  this  kind  of  argument  forget  entirely  that  the 
bigger  the  numbers  the  weaker  the  case. 

Upon  a  tranquil  consideration  of  the  subject  by 
Chartered  Accountants  I  am  persuaded  that  they 
must  conclude  that  the  Institute  is  strong  enough 
and  good  enough  to  stand  alone.  Should,  unfortu- 
nately, members  take  an  opposite  view  and  be 
carried  away  by  the  vehement  outcry  qow  so 
frequently  in  evidence  and  admit  one  or  more  of 
these  companies,  or  join  in  any  registration  proposal, 
it  will  be  a  process  of  unwarrantable  dilution 
and  a  deliberate  abandonment  of  a  unique  status 
which  can  never  be  recovered  ;  and,  further,  it  will  be 
a  proceeding  which  in  the  future  will  be  regretted  once 
and  always.  The  name  "Chartered  Accountant  "  will 
lose  all  its  halo  and  perforce  sink  to  the  level  it  has 
selected,  and  appropriately  so. 

I  trust  that  the  members  of  the  Institute  will  see  to 
it  that  such  an  undesirable  condition  is  rendered 
impossible;  and  to  prevent  it,  will  every  one  use  his  pen 
and  his  speech,  and  finally,  if  necessary,  his  vote  in 
strenuous  opposition  ? 

Yours  respectfully. 

May  2gth  1906.  F.C.A. 


(To  the  Editor  of  The  Accountant.) 
Sir, — I  have  read  the  correspondence  in  your  columns 
on  the  above  subject,  and  I  trust  it  will  bear  fruit  in 
the  Councils  of  the  Institute  and  the  Society  arriving 
at  an  amicable  understanding.  Had  this  been  done  ten 
years  ago  the  profession  would  have  been  in  a  much 
better  position.  In  the  interests  of  the  profession  as 
a  whole  something  should  be  done  at  once  to  put  a  stop 
to  societies  of  accountants  which  sell  "degrees"  for  a 
nominal  consideration. 

I  also  concur  that  a  remonstrance  should  be  made  to 
the  Scotch  C.A.'s  to  stop  flooding  the  profession  i*itb 
young  passed  men  for  whom  no  openings  can  be  found, 
and  who  are  therefore  forced  to  cross  the  border. 
The  whole  situation  demands,  and  I  trust  will  receive, 
the  earnest  attention  of  the  Councils  of  the  Institute 
and  the  Society. 

Yours  truly, 

PARS  PRO  TOTO. 


Registration  and  Articled  Clerks. 

(To  the  Editor  of  The  Accountant.) 
Sir,— By  all  means  let  us  have  registration  if  we 
cannot  have  unity. 

Under  the  present  very  unsatisfactory  system  there 
are  a  very  large  number  of  members  of  our  Institute 
whose  earnings  do  not  reach  an  income-tax  limit.  Some 
are  styled  "Associates  in  Practice  "—the  practice 
usually  being  of  a  very  limited  description— others, 
"  Associates  not  in  Practice."  Those  in  practice  find 
themselves  constantly  in  competition  with  members  of 
the  Society  of  Accountants  and  Auditors. 

The  man  in  the  street  is  not  aware  of  any  difference 
between  the  members  of  one  or  the  other,  and  for  the 
purposes  of  my  argument  I  should  like  members  of  the 
Institute  to  understand  that  probably  there  are  6,000 
accountants  (of  sorts)  in  England  and  Wales. 

Our  Institute  at  present  numbers  3,400  members, and 
inasmuch  as  318  articles  of  clerkship  were  registered 
last  year,  we  shall  approximate  5,000  members  at  the 
end  of  the  next  five  or  six  years.  I  venture  to  assert 
that  under  existing  conditions  so  many  accountants  are 
not  required. 

Mr.  Justice  Darling,  in  a  recent  humorous  speech, 
stated  that  he  selected  the  profession  of  a  barrister-at- 
law  because  he  thought  it  would  be  the  most  lazy  one 
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for  him.  In  the  accountancy  profession  it  is  unquestion- 
ably true,  although  there  are  few  who  care  to  admit  the 
fact,  that  there  are  a  great  many  who  are,  so  to  speak, 
"  Balance-Sheet-less."  The  profession  does  not  even 
possess  the  advantage  of  seeing  its  leaders  appointed  to 
Judgeships,  &c.  Rather,  au  contraire^  the  leading  men 
of  past  generations  who  have  departed  this  life  continue 
to  sign  Balance  Sheets  in  a  most  serious  and  solemn 
manner.  And  yet  we  are  so  very  particular  as  to  our 
facts!  In  future  some  young  men  of  wealth  might 
choose  the  profession  of  a  Chartered  Accountant  for  the 
same  reason  that  actuated  Mr.  Justice  Darling,  but  with 
more  certainty  of  attaining  the  end  in  view. 

Sir  Lawson  Walton,  on  the  other  hand,  has  recently 
stated  his  opinion  how  a  man  may  succeed  at  the  bar. 
With  apologies  to  this  distinguished  gentleman  I 
have  adopted  his  remarks  as  follows:  A  man  may 
succeed  as  a  Chartered  Accountant  (i)  By  becoming  a 
managing  clerk  and  waiting  for  the  death  of  his 
principal ;  (2)  by  writing  some  lectures  or  a  book ;  (3) 
by  marrying  the  elderly  ugly  daughter  of  a  Judge 
successful  solicitor,  or  his  principal ;  (4)  by  a  miracle. 
Sir  Lawson  may  be  quite  right,  but  I  even  believe  that 
there  are  some  who  would  not  care  to  repeat  their 
experiences  of  the  first  three  methods,  and  are  now 
fervently  trusting  to  number  four. 

May  I  suggest  that  members  should  consider  and 
discuss  these  and  cognate  subjects  thoroughly,  before 
the  next  annual  meeting  of  the  Institute,  with  the  view 
of  bringing  about  an  alteration  of  the  bye-laws  so  as  to 
(i)  reduce  the  number  of  articled  clerks  allowed  to  each 
practising  member  to  one,  and  (2),  fixing  an  age  limit 
for  entering  into  articles,  (3)  the  fixing  of  an  age  limit 
for  the  issue  of  a  certificate  of  practice,  and  (4)  secure 
the  elimination  from  a  firm's  name  of  the  names  of 
deceased  or  retired  partners. 

There  are  other  subjects  worth  consideration,  such  as 
the  abolition  of  entrance  fees  for  Fellowship,  and  the 
payment  of  the  election  expenses  of  a  limited  number 
of  qualified  and  willing  members  of  our  profession  for 
the  purpose  of  better  securing  a  proper  recognition  of 
the  profession  in  legislation  affecting  it.  We  can  afford 
the  latter,  whilst  we  hardly  need  the  freehold  of  the 
Institute  premises.  Surely  the  time  has  now  arrived 
for  giving  more  consideration  to  the  living  members 
instead  of  thinking  about  999  years  hence  ! 

Yours  obediently, 

SYMPATHIST. 


SlR,- 


Smith  V.  Sheard. 

(To  ike  Editor  of  The  Accountant.) 
-In  reading  your  leader  in  the    above    case 


(which,  I  presume,  is  formulated  from  the  detailed 
evidence  as  given  in  your  Law  Reports)  I  observe  that 
you  state : — 

**  Moreover,  it  seems  almost  impossible  to  avoid 
the  conclusion  that  the  jury  accepted  the  extra- 
ordinary statement  made  by  Mr.  Arthur  Whittaker, 
A.C.A.,  in  the  course  of  his  evidence  that  he  did  not 
think  there  was  any  difference  between  a  partial 
audit  and  a  complete  audit.*' 

I  have  to  inform  you  that  I  never  made  any  such 
statement,  and  your  leader  would  appear  to  have  been 
written  under  a  misconception  both  as  to  the  evidence 
given  and  the  facts  of  the  case. 

When  I  was  consulted  in  this  matter  I  recognised 
the  serious  nature  of  the  charge,  and  would  not  under- 
take to  give  evidence  .until  I  had  had  an  opportunity 
of  thoroughly  investigating  the  position ;  but  as  the 
matter  is,  I  understand,  under  appeal,  1  do  not  think 
that  any  detailed  discussion  on  the  matter  should  be 
taken  up  until  the  result  of  such  appeal  is  known.  In 
the  meantime,  I  must  ask  you  to  please  publish  this 
letter  in  your  next  issue,  as  it  only  requires  ordinary 
common  sense  to  understand  that  such  a  statement 
must  have  been  inserted  under  a  misconception. 

Yours  faithfully, 

ARTHUR  WHITTAKER. 

Manchester t  zgth  May  1906. 


State  Insurance  for  Old  Age  Pensions. 

CTo  the  Editor  of  The  Accountant.) 

Sir,— Your  remarks  upon  durect  and  indirect  taxation 
remind  me  of  the  system  which,  I  understand, 
exists  in  Germany  for  providing  old  age  pensions.  I 
believe  it  is  a  graduated  payment,  weekly,  upon  all 
wages  of  ;^40  or  upwards,  and  is  deducted  by  the 
employer,  who  immediately  pays  it  over  to  the  State. 

Yours  faithfully,      t 
Digitized  by  V::j0091C 
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Voucbind  in  tbe  Conbuct  of  BuMts  of  tbe 
Hccounts  of  ?ofnt  Stocft  Compantes. 


By  H.  E.  Barham.  F.C.A. 


A  LECTURE  read  before  the  London  Society  on  March 
14th.  Mr.  J.  G.  Fowler,  F.C.A.,  presiding. 


In  connection  with  the  subject  which  is  before  us  this 
ev«ning,  vouching  might  be  loosely  defined  as  the  con- 
firmation, or  proof  (generally  by  the  production  of  docu- 
mentary evidence),  of  the  entries  as  they  appear  in  the 
books  and  accounts  of  companies. 

In  my  opinion  vouching  is  the  very  ^oul  of  auditing,  and 
the  fundamental  consideration  which  should  predominate 
in  the  mind  of  every  auditor.  Just  as  the  scent  is  hidden 
away  in  the  chalice  of  a  flower,  so  you  will  find  the  very 
essence  of  a  company's  position  involved  in  the  labours 
attached  to  a  competent  and  comprehensive  examination 
of  the  vouchers,  and  I  venture  to  suggest  that  many  of  the 
pitfalls  into  which  auditors  have  fallen  in  the  past  would 
ha^^been  discovered  and  avoided  by  a  more  diligent  regard 
for  this  branch  of  out  professional  duties.  Many  of  the 
leg'al  cases,  and  much  of  the  unwritten  history  of  account- 
ancy, are  pregnant  with  evidence  that,  comparatively 
speaking,  an  undue  regard  has  been  paid  in  the  past  to  the 
mere  agreement  of  figures,  and  to  the  fact  that  the  calcu- 
lations involved  in  the  bookkeeping  and  in  the  preparation 
of  the  Balance  Sheet  are  correct.  I  suggest  that  this  state 
of  affairs  was  the  outcome  of  the  hereditary  influence  of 
amateur  auditing,  which  for  many  years  previous  to  the 
birth  of  accountancy  as  a  i>rofession  had  enjoyed  an  undis- 
puted existence  in  this  country.  But  these  influences  are 
passing  away,  and  with  the  growth  and  increasing  status 
of  accountancy  we  have  evidence  that  auditors  ate  rapidly 
rising  to  a  true  sense  of  their  duties  and  responsibilities. 

It  is  essential  in  the  matter  of  vouching  to  deal  with  the 
entries  at  their  source,  because,  as  you  are  aware,  they 
afterwards  gravitate  systematically  to  their  ultimate 
destination  in  the  Ledger.  This  progression  is  generally 
automatic  for  the  purpose  of  balancing  the  books,  and  is 
based  on  a  theory  known  to  you  all  as  Double-Entry  Book- 
keeping.  We  are  not  concerned  with  that  subject  this 
evening,  however,  and  I  would  therefore  ask  you  to 
eliminate  from  your  minds  all  considerations  of 
mechanical  and  arithmetical  accuracy,  and  to  contemplate 
with  me  for  a  brief  space  how  we,  as  auditors,  can  best 
satisfy  ourselves  of  the  justification  for  the  existence  of  the 
figures  constituting  the  entries  as  they  first  appear  in  the 
books. 


You  will  remember  I  have  already  suggested  that  in 
vouching  you  must  go  to  the  beginning  of  all  things,  and 
examine  the  entry  at  its  source.  It  will  be  obvious  to  you 
that  unless  an  auditor  adopts  this  course  be  will  be  only 
partially  acquainted  with  facts,  and  this  of  itself  is  an 
unsatisfactory,  and  possibly  a  very  dangefous,  p>osition  to 
occupy.  But,  gentlemen,  in  view  of  the  diversity  of  opera- 
tions controlled  by  joint-stock  companies,  and  the  ramifi- 
cations and  variety  of  the .  transactions  entered  into,  the 
subject  is  beyond  the  limitation  of  a  single  lecture.  We 
can  therefore  only  hope  to  survey  the  ground  generally  in 
the  time  at  our  disposal,  and  consequently  I  shall  only 
endeavour  to  give  you  a  few  practical  suggestions,  which, 
I  trust,  may  be  of  some  service  to  you  in  your  examina- 
tions, or  in  your  subsequent  professional  career. 

As  you  are  all  aware,  the  Journal,  Cash  Book,  and 
Ledger  may  be  said  to  constitute  the  coq>us  of  bookkeep- 
ing, as  we  understand  it  to-day,  and  I  need  s^^arce^y 
enunciate  the  general  principle,  admitted,  I  think,  by  tbe 
majority  of  accountants,  that  all  the  entries  which  are 
finally  recorded  in  the  Ledger  of  the  company  should  be 
previouly  entered  in  one  or  other  of  the  books  mentioned, 
and  should  be  passed  through  to  the  Ledger  by  such  a 
process,  and  in  such  form  as  best  suits  tbe  particular 
circumstances  of  each  case. 

In  referring  to  the  Journal,  please  understand  I  use  tbe 
word  in  its  comprehensive  sense.  It  was  characteristic  of 
bookkeeping  in  the  days  of  our  forefathers — ^and,  indeed, 
the  system  still  lingers  with  many  old  established  con- 
cerns— to  post  all  the  entries  into  the  Ledger  from  the 
ordinary  form  of  Journal,  ruled  with  the  double  Cash 
columns,  and  the  cash  was  also  frequently  dealt  with  in 
the  same  manner.  But  the  tendency  of  modernism  has 
been  towards  the  saving  of  time  and  labour,  and 
a  consequent  modification  of  the  old  form  of  the 
Journal,  with  the  result  that  Purchases  Day  Books, 
Sales  Day  Books,  Returns  Books,  Bill  Books,  Con- 
signments Day  Books,  Allowances  Books,  and  various 
other  similar  books  have  been  devised,  more  or  less  in 
tabular  form,  as  best  suits  the  nature  and  extent  of  the 
business  of  the  company,  but  chiefly  with  the  objects  of 
saving  the  labour  involved  in  much  writing,  of  providing 
for  a  convenient  classification  of  the  sources  of  inconi^  and 
expenditure  respectively,  and  to  increase  the  accessibility 
of  the  work,  and  allow  a  number  of  the  staff  to  proceed 
concurrently  therewith. 

All  these  books  have,  as  it  were,  grown  out  of  the 
Journal,  and  I  think  we  might  therefore  briefly  consider  tbe 
vouching  of  these  records  (which  presents  no  great 
difficulty)  before  passing  on  to  the  Journal  itself,  which 
will  require  our  more  careful,  consideration  in  a  few 
moments.  ^^ 


June  2,  1906. 


THE    ACCOUNTANT 


699 


The  Purchases  Day  Book  frequently  contains  columns 
providing  for  an  analysis  of  the  purchases  according  to 
the  branches  or  departments  of  a  business,  or  it  may  be  so 
arranged  that  columns  are  provided  for  Freight  and 
Carriage,  Commission,  and  other  trading  or  manufacturing 
charges,  or  for  administration  expenses,  according  to  the 
classification  of  such  expenditure  as  it  will  ultimately 
appear  in  the  Revenue  Account  of  the  company.  This 
book  will  be  written  up  from  the  separate  invoices,  or 
from  the  monthly  oir  other  periodical  statements  rendered, 
according  to  the  naiture  of  the  business,  or  the  custom  of 
the  trade.  These  documents,  therefore,  should  be  pro- 
duced to  the  auditor,  whose  examination  will  be  directed 
to  satisfying  himself :  — 

(1)  That  each  entry  in  the  Day  Book  represents  a  genuine 
transaction. 

(2}  That  the  amount  of  the  invoice  has  been  so  entered 
that  the  proper  accounts  in  the  Ledger  will  be  debited  and 
credited  respectively  in  due  course. 

Let  me  here  explain  the  importance  of  guarding  against 
the  possibility  of  invoices,  or  other  equivalent  statements, 
which  have  been  twice  rende(red  to  a  company  being 
written  up  in  the  Purchases  Day  Book  on  the  second 
occasion.  In  cases  where  a  bookkeeper  has  had  consider- 
able latitude  I  have  come  across  more  than  one  instance 
of  a  fraud  committed  by  the  simple  process  of  writing  up 
the  invoices  in  duplicate  as  rendered.  Cheques  for  the 
excess  anu>unt  so  passed  to  the  creditor's  account  would 
then  be  drawn  in  the  ordinary  manner,  and  the  debit 
passed  to  his  account  in  due  course.  The  balance  due  to 
the  creditor  would  thus  appear  to  be  accuraite,  and  a 
manipulation  of  the  receipts  completed  the  scheme  of 
defalcation. 

It  is  also  generally  advisable  for  the  auditor  to  initial, 
or  to  cancel  by  a  stamp  which  is  in  the  custody  only  of  his 
sta£E  or  of  himself,  all  invoices  or  other  vouchees  as  they 
are  dealt  with.  The  adoption  of  this  course  will  prevent 
the  production  of  a  document  on  a  second  occasion,  a  pos- 
sibility which  cannot  be  so  easily  guarded  against  where 
mere  ticking  is  resorted  to.  I  daresay  you  have  sometimes 
discovered  that  clients  make  very  good  imitations  of 
auditors'  ticks,  but  whether  it  is  out  of  regard  for  the 
eccentricities  of  their  design,  or  to  assume  a  knowledge 
of  the  mysteries  of  their  interpretation,  I  cannot  say. 

We  will  now  pass  on  to  the  Sales  Day  Book,  in  which 
are  entered  the  credit  sales  to  be  charged  out  to  the 
customers'  or  debtors'  accounts.  This  book  may  also  be 
ruled  in  colunms  for  a  convenient  analysis  of  the  sales,  or 
the  other  sources  of  revenue,  and  will  be  written  up  from 
copies  of  the  invoices,  advice  notes,  or  other  documents 
which  record  the  fact  of  the  indebtedness  of  some  party 
to   the   company.     In    vouching    the    credit   sales   it  is 


important  that  the  copies  of  the  invoices,  or  other  equiva- 
lent statements,  as  submitted  to  the  auditor,  should  be 
press  or  carbon  copies  of  the  originals,  and  it  will  require 
the  exercise  of  judgment  and  considerable  care  to  detect 
an  attempt  at  inflation  of  the  sales,  or,  on  the  other  hand, 
to  discover  the  failure  to  account  for  goods  sold.  In  this 
connection  I  think  there  is  considerable  security  in  the 
practice  now  adopted  by  many  concerns  of  sending  out  to 
all  customers  at  the  end  of  the  financial  year  a  statement 
of  account  showing  the  balance  due,  and  requesting  them 
to  reply  confinning  the  figures,  sometimes  on  a  form  which 
is  enclosed  for  the  purpose.  In  these  cases  you  have  the 
basis  for  an  independent  verification  of  the  book  debts. 

In  vouching  both  the  Sales  Day  Book  and  the  Bought 
Day  Book,  it  is  necessary  to  exercise  vigilance  in  regard 
to  the  manner  in  which  trade  discounts  are  dealt  with.  As 
you  are  aware,  these  discounts,  unlike  cash  discounts,  do 
not  generally  depend  upon  &e  terms  of  payment,  and 
where  they  are  shown  on  the  invoices,  as  is  often  the  case, 
I  think  the  net  amount  of  the  invoice  might  be  written  up, 
in  the  absence  of  any  substantial  reason  to  the  contrary. 
The  more  laborious  system  of  writing  back  the  trade  dis- 
counts through  the  Allowance  Book  is  thus  obviated,  and 
the  result,  in  so  far  as  the  Purchases  and  Sales  Accounts 
respectively  are  affected,  is  the  same.  In  nuuiy  instances 
price  list  and  other  gross  quotations  are  vague  and  unin- 
telligible, because  the  actual  sale  price  depends  upon  the 
trade  discoimt,  which  is  sometimes  a  fluctuating  figure. 
The  system  was  originated  with  the  view  of  creating  a  ring 
—or  shall  I  oall  it  a  "tariff  wall"? — ^to  protect  the  varied 
interests  of  those  engaged  in  trade,  in  order  that  the  prices 
paid  by  the  consumer,  in  the  event  of  his  purchasing  direct 
from  the  manufacturer,  or  the  wholesale  vendor,  should  be 
equivalent  to  that  which  he  would  pay  to  a  retailer,  the 
trade  discount  being  allowed  to  the  retailer  only.  The 
varied  interests  of  all  those  concerned  in  the  production 
and  disposal  of  the  goods  were  thus  conserved.  But  go 
to-day  (any  of  you)  and  purchase,  say,  a  piano  or  a  bicycle, 
I  and  you  will  find  the  price  list  quotation  is  not  after  all  a 
I  protective  wall,  but  a  mere  shadow  that  flits  away  into 
obscurity  when  you  come  to  close  quarters  in  your 
negotiations. 

The  vouching  of  the  Bought  Returns  and  the  Sales 
Returns  will  be  a  repetition  of  the  process  of  vouching  the 
books  already  considered,  except  that  the  auditor  will  be 
dealing  with  credit  notes  instead  of  invoices  received,  and 
copies  of  credit  notes  sent  to  customers  for  returns  by 
them. 

We  now  pass  on  to  the  Bill  Book,  which  is  usually 
divided  into  two  parts,  the  bills  receivable  being  entered 
in  one  section  and  the  bills  payable  in  the  other.  Each 
bill  is  often  dealt  with  separately  through  the  Journal,  but 
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tho  bill  may  be  posted  direct  from  the  Bill  Book  to  the 
Personal  Account,  and  the  columns  periodically  totalled 
and  carried  to  the  Bills  Receivable  and  Bills  Payable 
Account  respectively.  Whichever  system  is  in  practice, 
the  auditor  should  ascertain  that  the  balances  of  the  Bills 
Accounts  in  the  Ledger  agree  with  the  particulars  of  the 
current  bills,  according  to  the  Bill  Book.  Bills  receivable 
which  have  not  matured  would  be  held  by  the  company, 
and  could  be  produced  for  inspection,  unless  they  have 
been  discoimted  or  otherwise  negotiated,  in  which  event 
there  should  be  evidence  of  the  consideration  received  on 
parting  with  the  bill.  If  the  bill  is  discounted  it  will 
generally  be  done  through  the  bankers,  as  this  is  an 
important  and  lucrative  branch  of  banking  operations,  and 
in  this  case  you  will  find  the  Pass  Book  an  important 
voucher.  In  the  event,  however,  of  bills  having  been 
negotiaited  through  a  bill  broker,  or  other  financial  house, 
there  will  generally  be  an  advice  note,  showing  the  amount 
advanced  on  the  bill  and  the  discount  charge. 

In  regard  to  bUls  payable,  as  you  are  aware,  they  are  not 
in  evidence  during  their  period  of  currency,  but  they  have 
a  wonderful  way  of  conumg  home  to  roost  on  the  due  date  ; 
a  fact  quite  unappreciated  by  the  individual  who,  under 
pressmre  from  a  creditor,  gave  him  a  bill  of  acceptance,  and 
walked  away,  gleefully  saying,  "Thank  goodness,  that  debt 
is  paid." 

In  some  txades  it  is  the  custom  to  accept  bills  drawn  for 
a  fixed  period  in  respect  of  certain  liabilities  ;  for  instance, 
bills  may  be  regularly  given  at,  say,  two  months  for  goods 
bought,  but  which  can  only  be  sold  after  the  lapse  of  a 
certain  time  from  the  date  of  purchase.  Where  any  custom 
of  this  kind  is  in  vogue  the  auditor,  by  an  examination  of 
the  Bought  Ledger  Accounts,  can  ascertain  whether  these 
bills  have  been  entered  up ;  but,  generally  speaking,  in 
ordinary  circumstances  I  have  yet  to  learn  that  there  is  any 
royal  road  to  the  vouching  of  an  entry  in  the  Bills  Payable 
Book  before  the  due  date  of  the  bill.  On  maturity,  how- 
ever, the  bill  will  be  available  as  a  Carfi  Book  voucher  in 
the  event  of  payment,  or  as  a  voucher  for  the  Journal,  if  it 
is  withdrawn  or  dishonoured. 

I  have  referred  in  my  earlier  remarks  to  Consignments 
Day  Books.  These  books  are  in  use  amongst  fruit  brokers, 
meat  salesmen,  and  others  who  receive  an  enormous  number 
of  very  small  consignments.  They  are  so  formulated  that  the 
consignor  is  credited  merely  with  the  net  amount  realised 
on  his  goods.  The  various  deductions  for  commission  and 
other  charges  are  carried  periodically  to  the  credit  of  the 
proper  Impersonal  Accounts  by  total,  the  gross  amount  of 
each  sale  being  incorporated  in  each  entry,  and  debited 
therefrom  to  the  account  of  the  customer.  I  need  only  say 
in  passing  that  the  carbon  or  press  copies  of  the  sales 
invoices,  in  conjunction  with  the  copies  of  the  account 


sales  sent  to  the  consignors,  will  enable  the  auditor  to 
vouch  the  entries  in  this  book. 

The  Allowance  Book  is,  generally  speaking,  a  record  of 
the  amounts  allowed  to,  or  by,  the  company  in  respect  of 
trade  discounts,  and  for  goods  damaged,  shortage  of 
quantity,  or  possibly  for  errors  in  calculations.  These  facts 
may  be  evidenced  by  the  production  of  invoices,  amended 
invoices,  credit  notes,  or  perhaps  by  letters,  or  even  con- 
tracts, and  the  auditor  will  be  called  upon  to  exercise  his 
judgment  according  to  the  circumstances. 

We  will  now  proceed  to  consider  the  vouching  of  the 
Journal  entries.  Your  auditing  experience  will  have 
taught  you  that  the  vouching  of  the  records  already  con- 
sidered runs  in  a  more  or  less  fjxed  groove  when  you  have 
once  settled  the  basis  on  which  you  are  to  proceed.  But 
the  Journal  presents  us  with  a  very  different  problem,  for 
the  entries  in  this  book  are  of  a  miscellaneous  and  diversi- 
fied nature,  and  often  raise  questions  involving  important 
considerations  of  principle,  and  e\'en  of  law.  You  will 
readily  appreciate,  therefore,  that  it  is  impossible  to  lay 
down  a  general  rule  for  your  guidance  in  the  vouching, 
and  such  being  the  case  I  shall  submit  to  you  some  of 
the  more  important  entries  you  are  likely  to  meet  with  in 
the  Journal,  and  in  connection  therewith  the  vouchers 
which  will  fall  within  the  purview  of  the  auditor's 
consideration. 

As  the  great  majority  of  companies  are  formed  for  the 
purpose  of  acquisition — be  it  a  property,  a  goodwill,  a  con- 
cession, a  reversion,  a  patent,  or  whatever  else — with  a 
view  to  subsequent  profit,  the  first  entries  in  the  Journal 
will  generally  be  those  relating  to  the  purchase  agreement. 
This  document  is  often  of  inordinate  length,  and  to  the 
articled  clerk  the  interpretation  and  effect  of  involved  legal 
phraseology  presents  considerable  difficulty.  You  must 
not  let  this  discourage  you,  however,  as  you  will  find  that^ 
with  practice,  and  a  riper  experience,  the  essence  of  the 
contract  will  become  more  readily  comprehensible.  Let 
me  make  a  suggestion  which,  I  think,  may  help  you  in 
studying  these  agreements — viz.,  to  take  notes  as  you  pro- 
ceed, and  to  put  down  shortly,  in  your  own  words,  the  facts 
mentioned  in  the  recital  clauses,  and  the  subsequent  terms 
and  conditions  of  the  bargain.  In  this  way  you  will  obtain 
in  a  comparatively  small  space,  and  in  language  of  a  non- 
technical and  more  intelligible  character,  the  story  of  the 
purchase  and  the  obligations  of  the  parties  to  the  contract. 
It  is  in  fact  a  very  useful  plan,  and  one  which  is,  I  think,  in 
frequent  practice,  to  take  notes  systematically  of  all 
agreements  (purchase  or  otherwise)  examined  in  the  course 
of  an  audit,  and  to  have  these  notes  properly  endorsed  and 
filed  away  with  the  papers  on  the  conclusion  of  the 
auditor*s  labours.  I  reconimend,  tint  ordinary  foolscap 
paper  be  divided  into  two  equal  longitudinal  sections,  the 
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left-hand  space  being  leseryed  for  the  extracts  from,  the 
agreemecit,  the  opposite  space  on  the  right  being  utilised 
for  any  observations  or  queries  of  the  auditor,  or  for  any 
explanation  or  inform aftion  given  to  him  by  a  director  or 
other  officer  of  the  company,  and  for  his  final  note  as  to 
whether  the  matter  has  been  satisfactorily  disposed  of,  or 
has  been  adjusted,  if  such  is  necessary.  In  the  event  of 
any  question  arising  a*  any  future  time  these  notes  will 
often  be  found  of  (the  greatest  convenience.  Where  the 
notes  have  been  the  subject  of  a  Journal  entry,  it  is  well 
to  also  state  the  reference  page  in  that  book. 

Having  thus  become  acquainted  with  the  terms  of 
the  purchase  contract  you  will  be  able  to  vouch 
the  entries  in  the  Journal  relating  thereto ;  and 
in  so  doing  it  is  desirable  to  see  that  the  descrip- 
tion of  the  Puschase  Account  (or  accounts)  is 
sufficiently  comprehensive,  and  conveys  in  concise 
language  a  general  idea  of  what  has  been  acquired.  You 
will  want  this  information  eventually  for  the  Balance 
Sheet,  because  it  is  important  that  shareholders  should  be 
enabled  to  clearly  understand  the  nature  of  that  which  has 
been  purchased. 

As  you  are  aware,  companies  are  frequently  formed  to 
acquire  the  property  and  assets,  and  to  assume  the  liabili- 
ties of  a  previously  existing  concern,  which  has  probably 
got  upon  the  rocks  owing  to  a  shortage  of  working  capital. 
A  process  of  liquidajtion  supplies  this  defect,  and  under 
what  is  termed  a  reconstruction  agreement  the  new  com- 
pany steps  into  the  shoes  of  the  former,  and  starts  out 
on  its  commercial  career.  It  will  be  necessary  for  the 
auditor  of  the  purchasing  conupany  to  examine,  in  connec- 
tion with  the  Joudmai  vouching,  not  only  the  agreement 
itself,  but  a  statement  signed  by  the  liquidator  of  the 
vendor  company,  showing  particulars  of  the  receipts  and 
expenses  in  the  liquidation,  the  assets  purchased,  and  also 
of  the  liabilities  taken  over ;  and  if  it  happens  that  any 
liabilities  are  not  included  in  the  liquidator's  statement, 
as  is  sometimes  the  case  owing  to  the  subsequent  receipt 
of  proofs  of  debt,  the  auditor  should  ask  for  a  letter  from 
the  liquidator,  stating  that  he  (the  liquidator)  has  admitted 
the  claim  in  question,  before  he  passes  the  entry  in  the 
purchasing  company's  books. 

In  cases  where  the  vendor  is  also  the  promoter  you  will 
generally  find  that  the  contract  defines  the  position  of  the 
parties  in  regard  to  the  preliminary  expenses ;  but  there 
may  be  a  separate  promotion  agreement,  as  is  usual  where 
the  promoter  and  the  vendor  are  not  one  and  the  same  indi- 
vidual. In  either  event  it  is  most  important  to  ascertain 
who  is  liable  to  pay  the  legal  and  other  chaiges  in  connec- 
tion with  the  promotion  and  incorporation  of  the  company, 
the  ci^ital  duties,  amd  the  law  costs  and  stamps  relating 
to  deeds  of  assignment  subsequently  executed.    I  refer  to 


this  because  some  very  nice  points  frequently  arise  as  to 
who  is  really  liable,  having  regard  to  the  wording  of  the 
agreements,  and  I  have  more  than  once  discovered 
instances  where  solicitors  have  acknowledged  themselves 
defeated.  Only  the  other  day,  during  the  conduct  of  an 
audit,  I  came  across  a  bill  of  costs  made  out  as  against  a 
company,  which  included  disbursements  for  stamps  on 
certain  assignments  executed  long  after  the  date  of 
incorporation.  These  stamps  should  have  been  paid  for 
by  the  vendor,  but  owing  perhaps  to  the  long  interval 
which  had  elapsed  before  the  necessary  formalities  were 
completed,  all  parties  concerned  had  evidently  overlooked 
the  fact,  with  the  result  that  a  considerable  sum  was  in  a 
fair  way  to  being  extracted  from  the  pockets  of  the 
unfortunate  shareholders. 

The  entries  in  the  Journal  affecting  the  Share  Capital 
Accounts  will  necessitate  an  examination  of  the  Allotment 
Sheets,  which  should  be  checked  with  the  application 
forms  sent  with  the  cheques  of  the  applicants  to  the  com- 
pany's bankers,  or  sometimes,  in  the  case  of  small  issues 
of  shares,  to  the  company  direct.  The  casts  on  the  Allot- 
ment Sheets  should  be  checked,  and  the  total  number  of 
shares  allotted  agreed  with  the  number  stated  in  the  board 
minutes. 

It  is  a  common  practice  for  the  chairman  to  initial  the 
sheets  for  the  purpose  of  identification,  and  the  auditor 
should  observe  that  this  has  been  done,  particularly  if  the 
resolution  to  allot  mentions  the  fact,  as  is  often  the  case. 
In  reference  to  the  Journal  entries  which  have  the  effect 
of  crediting  to  the  Capital  Account  the  sums  receivable  on 
the  shares  allotted  in  respect  of  application,  allotment,  and 
subsequent  calls,  it  is  essential  that  the  auditor  should 
study  the  prospectus  and  the  articles  of  association,  in 
order  to  satisfy  himself  that  the  conditions  of  the  contract 
with  the  public,  and  also  the  regulations  of  the  company, 
have  been  complied  with. 

Immediately  on  the  passing  of  a  resolution  to  make  a  call 
a  notice  of  the  same  is  frequently  sent  to  the  shareholders, 
but  the  call  may  not  be  actually  payable  until  the  expira- 
tion of  a  certain  period.  The  entry  in  the  Journal  should 
not  be  made  until  the  call  has  become  actually  due,  and 
this  is  important  if  the  date  of  the  Balance  Sheet  happens 
to  fall  within  the  period  mentioned.  I  refer  to  this  because, 
the  resolution  having  been  passed,  I  have  known  more  than 
one  instance  where  the  secretary  made  the  entry  forthwith. 
You  will  readily  appreciate  that  when  the  Balance  Sheet 
was  prepared  the  state  of  the  Capital  Account  suggested 
that  a  financial  pestilence  had  been  raging  amongst  the 
shareholders. 

In  regard  to  the  sum  debited  to  the  vendor  for  shares 
allotted  to  him  or  his  nominees  on  account  of  purchase  con- 
sideration, I  need  only  say  in  passing  that  the  auditor  w"' 
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have  regard  to  tbe  purchase  agreement  and  the  resolutions 
of  tbe  directors  relating  thereto. 

In  all  cases  where  shares  are  allotted  for  a  consideration 
other  than  cash  you  of  course  know  that  a  contract  must 
be  registered  at  Somerset  House,  and  the  auditor  should 
satisfy  himself  that  this  has  been  done.  Before  the  passing 
of  the  Act  of  1900  failure  to  file  this  contract  often  resulted 
in  unpleasant  consequences  for  the  allottee,  but  it  would 
be  beyond  the  limits  of  this  paper  to  expatiate  upon  what 
I  always  regarded  as  a  great  hardship  on  those  who  gave 
their  services,  or  their  goods,  in  exchange  for  an  allotment 
of  shares,  and  then  discovered  that,  out  of  their  ignorance 
of  the  law  and  the  carelessness  of  the  company's  officials, 
no  contract  had  been  registered.  Under  Section  7  of  the 
1900  Act,  however,  the  penalty  for  non-compliance  now, 
apparently,  falls  upon  the  shoulders  of  the  officers  of  the 
company,  provided  they  are  knowingly  a  party  to  the 
default,  and  results  in  the  possibility  of  a  raid  by  the  Board 
of  Trade  upon  the  pockets  of  those  individuals  to  the  extent 
of  £$0  per  day. 

We  will  now  consider  for  a  moment  those  entries  giving 
effect  to  issues  of  debentures.  The  general  tearms  of  the 
issue  may  be  regulated  by  a  prospectus,  a  trust  deed,  or 
by  the  memorandum  or  articles  of  association,  and  it  is 
necessary  to  carefully  consider  all  documents,  or  records 
relating  to  the  issue,  with  a  view  to  seeing  that  everything 
is  in  order.  The  "  conditions,"  which  are  generally  set  out 
in  detail  in  the  bonds,  should  also  be  studied,  as  there 
will  be  useful  information  here  relating  to  the  payment  of 
interest,  the  nature  oi  the  security,  and  a  host  of  other 
matters. 

Debentures  are  sometimes  issued  as  collateral  security 
for  the  payment  of  a  debt.  It  is  rather  difficult  to  define 
in  exact  terms  the  nature  and  effect  of  such  a  transaction, 
but,  speaking  broadly,  it  means  that  the  debentures  are 
issued  for  tbe  purpose  of  giving  security,  or  additional 
security,  in  respect  of  a  pre-existing  debt.  The  essence 
of  tbe  position  between  the  company  and  the  creditor,  as 
originally  created,  remains  unaltered  in  this— 4hat  the 
debentures  are  held  temporarily,  and  are  returnable  to  the 
company  on  the  due  discharge  of  the  debt.  The  bonds 
may  possibly  carry  interest  during  the  period  of  currency, 
but  I  have  known  frequent  instances  where  the  coupons 
are  detached  before  the  company  hands  over  the  scrip  to 
the  creditor.  It  is  important  that  these  collateral  issues 
should  be  the  subject  of  the  auditor^s  consideration, 
because  a  Journal  entry  debiting  the  creditor's  account 
and  crediting  debenture  capital  would,  I  think,  be  wrong, 
as  there  would  be  no  distinction  here  shown  between  an 
absolute  allotment  in  the  popular  sense  and  a  temporary 
issue,  which  does  not  create  a  debenture  debt  in  the 
ordinary  acceptation  of  the  term,  particularly  where  any 


of  the  rights  of  the  holders  are  restricted,  as  in  tbe  case  I 
have  cited.  We  are  now  touching,  however,  upon  an 
abstract  question  of  principle,  and  I  will  therefore  confine 
my  remarks  to  stating  that  an  issue  of  debentures  as  col- 
lateral security  is  generally  the  result  of  pressure  brought 
to  bear  by  the  creditor,  and  there  would  therefore,  in  all 
probability,  be  correspondence  (including  very  possibly  a 
suggestion  of  hostilities)  for  inspection  as  a  voucher. 

One  of  the  most  important  and  difficult  questions  in  con- 
nection with  Journal  vouching  is  the  allocation  of  expendi- 
ture as  between  capital  and  revenue  in  the  case  of  mines, 
quarries,  collieries,  and  similar  undertakings.  It  is  not 
my  purpose  to-night  to  touch  upon  the  considerations  of 
principle  involved  in  this  subject,  or  to  refer  to  the  con- 
flicting controversies  which  have  raged  around  the  question 
of  "What  is  profit  of  a  company?"  Your  professional 
literature  will  tell  you  of  this,  and  a  study  of  it  will  very 
probably  leave  you  exactly  where  you  were  before. 

We  will  assume  for  a  monkent  that  the  audit  is  thaA  of  a 
colliery,  or  a  company  owning,  say,  iron  ore  mines.     In 
the  first  years,  at  any  rate,  the  probability  is  that  explora- 
tion and  development  work  will  be  proceeding  concurrently 
I  with  production,  and  the  importance  of  a  reliable  analysis 
I  of  the  cost  of  labour,  and  the  outlay  upon  coal,  timber, 
stores,  &c.,  requires  no  emphasis  from  me.  The  allocation 
!  of  the  wages,  which  are  usually  paid  fortnightly,  should  be 
!  undertaken  by  the  pay  clerk  when  the  Wages  Sheets  are 
made  up.    He  will  get  his  information  from  records  kept  at 
the  pit  mouth,  or  by  the  foreman  or  other  representative  ci 
the  company  at  the  scene  of  operations.    I  cannot  go  into 
further  detail  than  this,  because  systems  vary  somewhat 
according  to  the  nature  of  the  mine,  and  local  custom. 
The  wages  clerk  should  sign  tbe  analysis  statement,  tbe 
accuracy  of  which  should  also  be  certified  by  the  mine 
manager. 

In  regard  to  Fuel,  Timber,  and  General  Stores  used, 
there  should  be  a  book  kept  for  stores  purchased,  and 
another  for  stores  given  out,  and  in  addition  to  these 
records  a  Store  Ledger  is  often  in  use.  You  will  find  a 
'  capital  form  of  ruling  for  these  books  in  a  lecture  on 
"  Collieries,"  delivered  by  tbe  late  Mr.  A.  A.  James  before 
this  Society  some  years  ago.  I  have  found  it  a  convenience, 
however,  to  divide  the  Stores  Given  Out  Book,  or  the  Stores 
Ledger,  into  columns,  arranged  for  the  reception  of  the 
various  items,  so  that  their  ultimate  disposition  can  be 
seen  at  a  glance.  The  headings  of  these  columns  would  be 
something  like  this  :  — 
(i)  Development  and  Exploration. 

(2)  Estate  Account  (where  house  and  cottage  property  is 

owned). 

(3)  Mining  Account.  C^  r\r\n]i> 

(4)  Repairs  and  Renewfia'^'^^d  by  ^OOgie 
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With  tl^e  above  information,  and  a  periodical  analysis  of 
the  wages  under  the  same  heads,  the  auditor  should  have 
no  great  difficulty  in  vouching  the  Journal  eatries. 

But,  gentlemen,  what  is  to  be  said  where  no  reliable 
system  has  been  in  use — ^in  those  cases  where  wages  have 
not  been  divided,  and  where  stores  have  been  very  much 
divided  without  record?  Opinions  may  differ  as  to  the 
course  to  be  pursued  ;  and  here,  again,  the  particular  cir- 
cumstances must  weigh  with  the  auditor.  The  mine 
manager »  by  an  examination  of  the  works,  will  probably  be 
able  to  prepare  estimates  of  the  stores,  &c.,  used  in  respect 
of  capital  outlay,  but  the  calculation,  to  a  certain  extent, 
will  be  obviously  of  an  approximate  character,  and  the 
auditor  must  therefore  satisify  himself  that  the  Rev'enue 
Account  is  charged  with  iu  full  share  of  this  expenditure. 
He  should  carefully  consider  the  basis  on  which  the  state- 
ment has  been  prepared,  and  inquire  into,  and  discuss  with 
the  manager,  any  points  requiring  elucidation. 

Then  as  to  the  analysis  of  the  wages,  it  ought  to  be 
possible  for  the  manager,  with  the  help  of  his  assistants  at 
the  mine,  to  prepare  a  similar  statement  from  the  Pay 
Sheets,  having  regard  to  their  intimate  knowledge  of  the 
development  and  exploration  work  completed,  and  the 
men  engaged  thereon ;  but  here,  again,  the  auditor  will  be 
called  upon  to  scrutinise  the  figures  submitted  to  him 
before  he  accepts  the  certificate  of  the  mine  manager. 

Notwithstanding  the  exercise  of  caution  and  care,  the 
position  is  an  unsatisfactory  one  in  the  circumstances  just 
related,  and  I  should  advise  you,  if  you  are  ever  situated 
thus,  to  make  it  clear  in  your  report  to  the  shareholders 
that  the  outlay  upon  Capital  Account  is  based  upon 
estimates  prepared  by  the  mine  manager  and  approved  by 
the  directors. 

In  the  case  of  gold,  copper,  and  other  mines  situated 
abroad,  the  returns  sent  over  by  the  manager  will  doubtless 
be  written  up  through  the  Journal.  These  returns  may 
have  been  audited  locally,  in  which  event  the  auditor  is 
relieved  from  considerable  responsibility,  and  his  duties 
will  be  generally  confined  to  seeing  that  the  figures  in  the 
Journal  aire  correctly  entered,  that  the  total  sum  remitted 
abroad  (less  the  disbursements  in  the  head  office  books) 
agrees  with  the  amount  shown  in  the  returns,  and  that 
there  has  been  strict  adherence  to  principles,  both  in  the 
returns  themselves  and  in  the  process  of  incorporation  in 
the  Journal.  It  generally  happens,  however,  that  there 
has  been  no  local  audit,  and  in  such  event  an  examination 
of  the  vouchers  in  support  of  the  returns  becomes  neces- 
sary. The  nature  of  the  payments  must  be  carefully  con- 
sidered, because  here  again  you  meet  with  the  old  problem 
as  to  what  is  chargeable  to  revenue  and  to  capital  respec- 
tively, and  this  difficulty  is  intensified  when  the  mine  has 
veached  the  stage  of  production.     Having  dealt  with  the 


expenditure,  the  amount  realised  on  the  sales  of  ore  should 
be  vouched  with  the  certificate,  or  accounts  of  the  agent, 
through  whom  these  sales  are  generally  made,  and  it  is  well 
if  either  the  originals  or  duplicates  of  these  certificates  are 
sent  direct  to  the  head  office  of  the  company.  The  local 
bank  balance  should  be  verified  by  a  certificate  from  the 
bankers,  and  in  regard  to  any  sum  in  the  hands  of  the 
manager  the  auditor  must  use  his  discretion  as  to  whether 
the  amount  is  reasonable.  Any  consistent  increase  in  the 
latter  figure  should  also  be  noted. 

A  paucity  of  information  is  frequently  characteri^ic  of 
mining  returns,  and  the  auditor  is  often  asked  to  certify  a 
Balance  Sheet  before  it  is  possible  to  communicate  with 
managers  in  remote  countries  in  regard  to  questions  which 
may  arise  thereon.  In  such  event  the  report  to  the  share- 
holders should  state  that  the  returns  are  inadequate,  and 
that  the  Balance  Sheet  may  therefore  be  subject  to  subse- 
quent adjustment  in  respect  thereof. 

The  matter  of  directors*  fees  will  demand  consideration 
in~  connection  with  vouching  the  Journal,  and  I  will  very 
briefly  refer  to  one  or  two  points  worthy,  I  think,  of  atten- 
tion. The  articles  of  association  will,  of  course,  be  referred 
to,  and  in  the  great  majority  of  cases  will  dispose  of  the 
Journal  entry  once  and  for  all.  But  it  sometimes  happens 
that  the  articles  provide  for  the  payment  of  such  fees  as 
may  be  voted  by  the  company  in  general  meeting,  and, 
more  particularly  in  the  case  of  a  first  audit,  the  matter  is 
usually  considered  by  the  shareholders  ajt  the  meeting  at 
which  the  accounts  are  presented,  so  that  the  vote,  when 
passed,  is  usually  retrospective,  and  refers  to  the  period 
covered  by  the  accounts.  In  such  a  case  I  think  the 
auditor  should  state  in  his  report  that  the  amount  of  the^ 
directors*  fees,  when  voted,  must  be  considered  in  connec- 
tion with  the  accounts,  as  certified,  unless  a  statement  to 
this  effect  has  been  made  against  the  balance  of  the 
Revenue  Account.  It  is  also  worthy  of  note  that  where 
the  articles  simply  stipulate  the  amount  of  the  fees,  it  has 
been  hdd  to  be  ultra  vires  for  the  company  to  bear  the 
burden  of  the  income-tax  thereon.  Whatever  sum  is  there- 
fore paid  to  the  authorities  by  the  company  on  this  account 
must  be  deducted  from  the  gross  amounts  payable  to  the 
directors  individually,  that  is,  assuming  that  the  board  are 
drawing  the  full  remuneration  to  which  they  are  entitled. 

The  entries  in  the  Journal  crediting  the  secretary  and  the 
various  other  officials  of  the  company  with  the  amount  of 
their  salaries  will  present  no  difficulty,  as  they  will  no 
doubt  be  appointed  under  agreement,  or  by  letter,  or  a 
minute  of  the  board. 

In  the  case  of  buildings,  or  engineering  or  other  works 
in  course  of  construction,  the  auditor  should  inspect  the 
contracts,    and,   in   so  far   as  the  operations  have  been 
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completed,  th«  liability  to  the  contractors,  which  at  the  out- 
set is  contingent  only,  will  no  doubt  have  crystallised.  A 
payment  under  such  a  contract,  however,  is  not  generally 
due  until  a  certificate  has  been  given  to  this  effect  by  the 
architect,  engineer,  or  other  expert  acting  on  behalf  of  the 
parties,  who  satisfies  himself  that  the  work  has  been  pro- 
perly done  according  to  specification,  and  the  other  con- 
ditions agreed  upon.  The  information  thus  available  should 
be  sufficient  for  the  purpose  of  the  vouching. 

It  sometimes  happens  that  when  a  comipany's  liquid 
resources  are  dwindling  to  the  vanishing  point,  a  director, 
or  some  other  individual,  steps  forward  and  agiees  to 
finance  the  concern,  not  by  loans  of  a  round  sum  paid  into 
the  banking  account,  but  by  paying  the  company's 
liabilities  direct  as  they  fall  due  or  become  pressing.  Such 
transactions  are  more  frequently  entered  up  through  the 
Journal,  although  they  may  occasionally  be  recorded  in  the 
Cash  Book.  In  either  event  the  auditor  should  inspect 
the  resolution  of  the  board,  or  some  other  evid^ice  of  the 
terms  on  which  the  loans  are  made,  and  he  should  also  ask 
for  a  statement,  signed  by  the  lender  and  by  someone  on 
behalf  of  the  company,  including  all  such  transactions, 
and  setting  forfh  the  agreed  balance  due  at  the  date  the 
books  closed.  All  payments  made  on  the  company's  behalf 
should  also  be  supported  by  vouchers. 

The  question  of  stock  valuations  is  an  important  one  in 
connection  with  Journal  vouching.  This  is  a  well-worn 
theme,  however,  and  has  been  repeatedly  discussed  in  all 
its  aspects  in  previous  lectures  and  in  accountancy 
journals,  and  the  subject  has  also  been  frequently  utilised 
as  a  rapier  in  the  hands  of  the  examiners  of  the  Institute. 
I  will  not  trouble  you  now  therefore  with  a  further 
reference  thereto. 

In  the  case  of  insurance  companies  and  banks  theve  ia 
nothing  exceptional  in  the  functions  of  the  Journal.  It  is 
sim^ply  the  depository  for  closing  entries,  or  such  occa- 
sional entries  as  cannot  be  conveniently  entered  in  any 
other  book  for  the  purpose  of  posting  to  the  General 
I^edger.  Both  in  regard  to  banking  and  insurance  business 
subsidiary  books  are  kept,  containing  the  individual 
Personal  Accounts  of  agents  or  customers,  as  the  case  ma> 
be,  and  the  balances  in  the  subsidiary  books  must  always 
agree  in  the  aggregate  with  the  balances  in  the  General 
Ledger  system.  As  you  are  probably  aware,  the  bulk  of 
the  entries  in  the  case  of  a  bank  originate  in  the  various 
subsidiary  Cash  Books,  but  with  insurance  companies  the 
greater  part  of  the  business  is  done  through  the  agents, 
whose  accounts  are  debited  with  the  premiums  on  the 
policies  as  they  fall  due,  and  are  in  turn  credited  with 
the  premiums  written  back  in  respect  oi  policies 
extinguished  by  lapses,  surrenders,  or  other  causes.  These 
entries  are  generally  posted  up  from  various  books^  which 


are  named  according  to  the  ideas  of  the  devisers  of  the  par- 
ticular system,  but  in  effect  they  are  simply  subsidiary 
Journals,  and,  if  necessary,  the  various  entries  can 
be  vouched  with  the  Policies  Issued  and  Policies 
Extinguished  Registers,  and  in  many  companies  (more 
particularly  where  industrial  or  weekly  business  is  done) 
with  the  periodical  statements  of  the  agents. 

In  the  case  of  banks,  insurance  companies,  and  other 
concerns  of  magnitude,  however,  a  system  of  iiKernal  or 
departmental  check  upon  the  entries  in  detail  is  usually 
in  existence.  It  would  be  obviously  impossible  for  the 
auditor  to  go  through  every  figure  in  the  books  of  a  large 
and  important  undertaking,  but  in  all  these  cases  he  will 
be  called  upon  to  exercise  his  judgment  as  to  the  extent 
oi  his  examination  of  the  detail  work,  and  he  must,  of 
course,  satisfy  himself  that  the  internal  check  is  effective 
and  complete. 

We  have  now  considered  the  responsibilities  of  the 
auditor  in  relation  to  some  of  the  entries  which  he  may 
find  in  the  Journal.  But  it  is  an  axiom  of  audit  work  that 
errors  of  omission  must  be  guarded  against  equally  with 
those  of  commission,  and  we  might  as  well  attempt  to  seek 
physical  comfort  in  an  endeavour  to  sit  upon  Euclid's 
definition  of  a  line  as  to  imagine  that  our  position  is 
secure  when  we  have  simply  checked  the  books  as  sub- 
mitted to  us.  The  possibility  of  omissions  (particularly 
those  relating  to  outstanding  liabilities)  must  therefore  be 
kept  constantly  in  view  during  the  examination  of  Pro- 
spectuses, Articles  of  Association,  Contracts,  Invoices. 
Stock  Books,  Vouchers  for  Payments,  Bills  of  Exchange, 
Letters,  or  Advice  Notes,  and  in  particular  the  Minute 
Book. 

In  regard  to  the  Ikst  named  I  have  seen  some  recent 
correspondence  in  The  Accountant,  in  which  the  writer 
advanced  the  argument  that  the  inspection  of  this  book  by 
an  auditor  was  not  necessary,  because  it  was  simply  a 
record  of  the  administrative  acts  of  the  directors.  I  think 
the  conclusive  answer  to  this  suggestion  is  that  a  com- 
pany's financial  partition  is  generally  the  direct  result  of 
the  board's  administration  of  its  affairs.  In  my  opinion 
the  inspection  of  the  Minute  Book  is  oi  the  very  greatest 
imiportance,  but  time  will  not  permit  us  to  consider  the 
cumulative  force  of  the  arguments  which  can  be  brought  to 
bear  in  support  of  the  necessity  for  an  examination  <^  this 
important  record. 

You  will  recollect  that  I  referred  in  my  earlier  remarks 
to  the  vouching  of  the  Cash  Book,  but  in  view  of  the  fact 
that  I  have  alieady  trespassed  considerably  on  your 
patience  I  must  regretfully  abstain  from  touching  upon  this 
subject  now.  I  can«  however,  refer  you  to  a  very  practical 
paper,  recently  read  before  the  Hull  Society,  from  which 
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you  may  gather  many  valuable  hints  upon  this  branch  of 
audit  work. 

It  will,  no  doubt,  have  become  apparent  to  you  this  even- 
ing— ^if,  indeed,  it  has  not  been  so  from  the  earliest  days 
of  your  professional  career — ^that  not  only  does  vouching 
include  a  systematic  and  minute  observance  of  entries  in 
detail,  but  it  requires  a  competent  and  comprehensive 
knowledge  of  the  first  principles  of  accounts.  It  is  not 
only  the  justification  for  the  existence  of  the  figures  them- 
selves that  calls  for  the  auditor's  attention.  That  critical 
faculty,  which  study  and  experience  and  constant  difficulty 
alone  creates  and  develops,  must  be  brought  to  bear  upon 
the  subject,  for  you  are  all  aware  of  the  many  effects  that 
can  often  be  produced  by  the  same  figures,  according  to 
the  method  of  grouping,  and  the  principle  which  attends 
their  final  disposition  in  the  books. 

I  onoe  heard  two  articled  clerks  discussing  this  question 
of  due  regard  for  the  minutiae  of  audit  work,  and,  gentle- 
men, in  other  words,  thds  seemed  to  me  to  be  the  effect  of 
their  conclusions.  But  surely,  if  we  are  to  look  at  every 
little  detail,  and  to  consider  every  entry  in  the  books  in 
elaborate  fashion,  before  we  are  justified  in  signing  a 
Balance  Sheet,  we  are,  indeed,  the  most  miserable  of  all 
men,  and  we  ought  to  write  over  the  portals  of  our  pro- 
fession the  warning  words  which  appear  over  the  gate  of 
Dante's  Inferno^  "All  hope  abandon,  ye  who  enter  here.'* 
I  sincerely  trust  that  my  brief  remarks  upon  the  subject 
of  vouching  have  inspired  you  with  no  such  dismal  fore- 
bodings, or  I  may  feel  under  obligation  to  approach  our 
esteemed  Secretary  with  a  suggestion  that  I  ought  to  give 
you  another  dissertation  on  the  philosophy  of  sorrow. 

No,  gentlemen,  I  am  convinced  that  as  you  appreciate 
that  trifles  make  the  sum  of  life,  so  you  realise  that,  after 
all,  detail  is  in  the  aggregate  the  life's  work.  It  is  only 
an  assurance  oi.  accuracy  in  every  detail  of  your  profes- 
sional activities  which  will  render  you  invulnerable  to 
attack  and  criticism,  and  which  will  make  that  work  a 
source  of  satisfaction  to  yourselves,  and  of  value  to  your 
profession  and  to  the  community  of  which  you  are 
members. 


In  the  subsequent  discussion  the  Chairman,  Messrs.  J. 
Myers,  F.  G.  Bowers,  H.  Gimson,  A.  H.  McLean,  and 
others  took  part,  and  on  the  proposition  of  Mr.  J.  Myers, 
seconded  by  Mr.  A.  C.  Anderson,  a  hearty  vote  of  thanks 
was  accorded  to  Mr.  Barham  for  his  valuable  lecture.  The 
meeting  terminated  with  a  vote  of  thanks  to  the  Chairman, 
proposed  by  Mr.  A.  E.  Veale,  and  seconded  by  Mr.  E.  C 
Jones. 


XTbe  Xtvetpool  Cbattereb  accountants 
Stubentd'  assocfaifon. 

The  annual  general  meeting  was  held  at  the  Library, 
3  Lord  Street,  on  Thursday,  24th  May. 

Mr.  Ben  Cookson,  F.C.A.,  was  in  the  chair,  and  there 
were  twenty-two  members  present. 

Tea  was  provided,  after  which  the  minutes  of  the 
previous  meeting  were  read  and  confirmed. 

The  following  are  the 

REPORT  AND  ACCOUNTS. 

Gentlemen, — The  Committee  have  pleasure  in  present- 
ing their  report  for  the  year  ended  30th  April  last. 

During  the  year  18  members  have  been  elected  and  30 
members  have  resigned. 

The  Association  now  consists  of  83  honorary  members 
and  102  ordinary  members,  making  a  total  of  185. 

The  Committee  take  this  opportunity  'of  thanking  the 
gentlemen  who  have  so  kindly  given  their  services  in  pre- 
paring and  delivering  the  lectures  at  the  various  meetings 
during  the  year. 

The  following  is  a  list  of  the  meetings : — 

1905.  Autumn   Session. 

Oct.     12. — Lecture,   "Methods  of  Administration  of  the 
Estates  of  deceased  Insolvents."    Dr.  D.  F. 
de  I'Hoste  Ranking,  M.A. 
„      26. — Annual  Dinner  (at  Hotel   St.  George,   at  7.15 
p.m.),  President's  Inaugural  Address. 
Nov.     8. — ^Joint  Debate' with  Hull  Chartered  Accountants 
Students'  Society  (at  Hull),  as  arranged  by 
the   Union  of  C.A.    Students'    Associations. 
Subject,  Mock  Shareholders'  Meeting. 
„      16.— Lecture,    '*  Brewery  Accounts."     Mr.   Kenneth 

Cook,  A.C.A. 
„  30. — Lecture,  "The  Elements  of  Profit  Sharing  as 
applied  to  Commercial  Ventures.'*  Arthur 
F.  Dodd.  F.C.A. 
Dec.  14. — Joint  Debate  with  Manchester  Chartered  Accoun- 
tants Students*  Society  (at  Liverpool),  as 
arranged  by  the  Union  of  C.A.  Students' 
Associations.   (Same  subject  as  above  debate.) 

1906  Spring  Session. 

Mar.     8.— Lecture,  ••  Rights  of  Partners  intirse."   Mr.  S.  S. 
Dawson,  F.C.A. 
,,     22. — Lecture,    "Some  Points  in  Bankruptcy."     Mr. 

J.  Guy  Rutledge  (Barrister-at-Law) . 
,,     29. — Lecture,  "Preparation  of  a  Statement  of  Affairs 
for  a  Creditor's  Meeting."    Mr.  B.  Howorth, 
F.C.A. 
April    5. — Ten  Minutes  Papers  (with  discussio^)QCj[^ 


706 


THE    ACCOUNTANT 


June  2,  1906. 


The  average  attendance  at  the  meetings,  excluding  the 
dinner,  was  38,  which  compares  favourably  with  that  of 
last  year. 

The  annual  dinner  was  held  at  the  Hotel  St.  George  in 
October,  and  was  a  great  social  success,  64  members  and 
friends  being  present. 

The  educational  classes  mentioned  in  the  previous  report, 
consisting  of  a  three  years'  course,  were  duly  started  last 
year. 

Your  Committee  regret  the  lack  of  support  given  to  these 
classes  by  the  members. 

Unless  more  students  join  the  classes  they  are  afraid  that 
the  Senior  Society  will  not  allow  such  classes  to  continue,  as 
they  are  being  worked  at  present  at  a  considerable  loss.  The 
details  of  the  present  scheme  have  been  reconsidered  and 
certain  alterations  are  under  consideration,  which  it  is  hoped 
will  increase  the  usefulness  of  the  classes. 

The  following  members  were  successful  in  passing  their 
examinations : — 

Final,  May  1905. 

H.  Williamson  (with  T.  Thorpe),  Preston.    4th  in  order 
of  merit. 

F.  W.  Comber  (with  Messrs.  Chalmers,  Wade  &  Co.), 
Liverpool. 

T.  R.  Edwards  (with  Mr.  A.  E.  S.  Cook),  Liverpool. 

B.  M.  Hanmer  (with  Mr.  T.  A.  Hanmer),  Liverpool. 

T.  J.  D.  Jameson  (with  Messrs.  Harmood  Banner  &  Sons), 
Liverpool. 

W.   T.   Wensley   (with    Messrs.   G.    E.   Holt    &   Sons). 
Liverpool. 

Intermediate^ 

E.  Eastwood   (with    Messrs.   Chalmers,   Wade  &  Co.), 
Liverpool.     7th  in  order  of  merit. 

T.  M.  Threlfall  (with  Messrs.  W.    H.  Walker  &  Co.), 

Liverpool.    8th  in  order  of  merit. 
B.  O.  Bunting  (with  Mr.  C.  H.  Mitchell),  Liverpool. 
A.  C.  Claxton  (with  Messrs.  Blease  &  Sons),  Liverpool. 
A.   H.   Collins  (with   Messrs.   Maw,   Shaw  &    Collins), 

Liverpool. 
A.    G.    Davidson    (with    Messrs.    Deane    &    Davidson), 

Liverpool. 
W.   L.   Evans  (with  Messrs.  Chalmers,   Wade  &   Co.), 

Liverpool. 
D.  E.  Garnett  (with  Messrs.  Blease  &  Sons),  Liverpool. 
W.  Harmood  Banner  (with  Messrs.  Harmood  Banner  & 

Sons),  Liverpool. 
S.  M.  B.  Hill  (with  Messrs.  Lewis  &  Mounsey),  Liverpool. 
H.  C.  Kenion  (with  Messrs.  Harmood  Banner  &  Sons), 

Liverpool. 
D.  G.  Mathwin  (with  Messrs.  Stead,  Taylor  &  Stead), 

Liverpool. 

F.  H.  Whinnerah  (with  Messrs.  Stead,  Taylor  &  Stead), 
Liverpool. 


Final,  November  1905. 
R.  C.  de  Zouche  (with  Messrs.  Lewis  &  Mounsey),  Liver- 
pool.    Second  prize  and  certificate  of  merit. 
H.  Blease  (with  Messrs.  Blease  &  Sons),  Liverpool. 
T.  C.  Flinn  (with  Messrs.  Finney  &  Sons),  Liverpool. 
A.  E.  Nicholson  (with  Messrs.  Lloyd  &  Walker),  Lix'crpool. 
R.  B.  Singlehurst  (with  Messrs.  Harmood  Banner  &  Sons). 

Liverpool. 
W.  Wilson  (with  Messrs.  Lewis  &  Mounsey),  Liverpool. 
H.  Worthington  (with  Mr.  W.  J.  Swarbrick),  Preston. 

Intermediate, 
W.  E.  Jones  (with  Messrs.  Roose,  Mahon  &  Howorth), 

Liverpool,     nth  in  order  of  merit. 
A.  J.  Adams  (with  Mr.  C.  G.  Haswell),  Chester. 
J.    W.    Clare    (with    Messrs.    Simon,    Jude    &    West), 

Liverpool. 
V.   P.  Cowden   (with    Messrs.   E.    D.    White    &   Sons). 

Liverpool. 
F.  J.  Dunn  (with  Mr.  E.  Bradshaw),  Warrington. 
T.  W.   Fletcher   (with    Messrs.    Davidson    &   Cookson), 

Liverpool. 
W.   H.   Jones   (with   Messrs.    W.    H.    Walker    &    Co.), 

Liverpool. 
J.  A.  Parle  (with  Messrs.  Dawson,  Langley  &  Chevalier), 

Liverpool. 
W.  S.  Peet  (with  Messrs.  Dawson,  Langley  &  Chevalier), 

Liverpool. 
H.   A.   B.  Robinson   (with  Messrs.  Lewis  &  Mounsey). 

Liverpool. 
W.  N.  Sherlock   (with   Messrs.  W.  H.  Walker  &  Co.), 

Liverpool. 
Mr.  R.  C.  de  Zouche  gained  the  second  prize  awarded  by 
the  Institute  for  the  November  Final  Examination,  and  he 
was  also  awarded  a  prize  in  accordance  with  the  rules  of 
the  Association. 

Our  best  thanks  are  due  to  Mr.  Arthur  F.  Dodd,  F.C.A., 
and  Mr.  R.  R.  Daly,  F.C.A..  for  their  services  on  the  Joint 
Committee  of  the  Union  of  Chartered  Accountants  Stadents* 
Societies.  Mr.  Daly  has  unfortunately  had  to  resign  owing 
to  the  fact  that  he  is  unable  to  spare  sufficient  time. 

Mr.  Arthur  F.  Dodd,  F.C.A..  and  Mr.  Herbert  W. 
Bowler,  A.C.A.,  were  unanimously  elected  as  our  represen- 
tatives for  the  year  ending  31st  December  1906. 

The  question  of  obtaining  larger  premises  for  the  Library 
has  been  carefully  considered  by  your  Committee,  and 
several  buildings  inspected.  They  regret  that  nothing  suit- 
able has  so  far  been  found  which  in  their  opinion  would 
justify  the  increased  rent. 

The  Treasurer's  statement  of  accounts  for  the  past  year, 
duly  audited,  is  annexed. 

Herbert  W.  Bowler,  ChairmoM. 
Wm.  L,  Evans,  Hon,  Secretary, 
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In  Account  with  S.  M.  Byres  Hill,  Hon.  Treasurer,  for  the  year  ending  30th  April  1906. 
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trance Fee  paid  in  advance         160 


£    s  d 

as  16  10 

990 

40    o    o 

5    4    6 
4  18    6 

153     I     I 


1904-1905. 

£     s    d 
87    o    5 


103  13    9 


I        4  10    o 
I        139 


£238    9  " 


£196    7  II 


£     s 

By  Balance  from  last  Account        i aa  10 

m    Subscriptions— 

5  (1904-1905)  Ordinary         ..       £2  12    6 

103  (1905-1906)  Ordinary  54    i    6 

I  (1904-1905)  Honorary       ..         o  10    6 

82  (1905-1906)  Honorary       . .        43    1    o 

100    5 

»    Entrance  Fees— 

I  (1904-1905) 050 

15  (1905-1906) 3  15    o 

4    • 

•    Bank  Interest         i  13 

,    Sale  of  Books  to  Liverpool  Chartered  Ac- 
countants' Library       10    o 

«    Subscriptions  in  Arrear — 

4  Orainary  — 

1  Honorary        — 


£238    9  " 


Liverpool,  iiih  May  1906. 


I 

Audited  and  found  correct, 

James  N.  Duncan. 


S.  M.  BvRKS  Hill, 

Hon.  Treasurer. 


A  letter  was  read  from  Mr.  Walter  Blease.  F.C.A.  (Presi- 
dent), apologising  for  his  enforced  absence. 

The  Report  and  Accounts,  as  printed  and  circulated, 
having  been  taken  as  read,  Mr.  Cookson  moved  that  they 
be  adopted.  This  was  seconded  by  Mr.  Eastwood,  and 
carried  unanimously. 

The  following  officers  were  then  elected  for  the  ensuing 
year:  — 

President :   Mr.  W.  E.  Mounsey,  F.C.A. 

Vice-President :  Mr.  W.  C.  Spencer,  F.C.A. 
'Hon.  Secretary:  Mr.  W.  L.  Evans  (re-elected). 

Hon.  Treasurer:  Mr.  S.  M.  B.  Hill  (re-elected). 

Hon.  Librarian  :   Mr.  A.  Bentley,  A.C.A. 

Hon.  Auditors :  Messrs.  J.  N.  Duncan  and  S.  Eastwood. 

Library  Committee:  Messrs.  A.  Bentley,  A.C.A.,  R.  C. 
de  Zouche,  A.C.A.,  W.  L.  Evans. 

The  following  were  elected  members  of  the  Com- 
mittee :  — 

Messrs.  H.  W.  Bowler,  A.C.A.,  W.  R.  MacGregor. 
A.C.A.,  Harvey  Blease,  A.C.A.,  Thos.  Robson,  F.  R. 
Raymont,  B.  E.  Garnett,  J.  H.  Higson,  Junr.,  E.  C. 
Orford,  T.  W.  Fletcher. 

It  was  proposed  by  Mr.  Harvey  Blease,  seconded  by 
Mr.  Garnett,  and  carried  unanimously,  "That  this  meeting 
"recommends  that  the  Committee  will  include  in  the 
"syllabus  for  the  ensuing  year  debates  on  matters  of 
"accountancy  or  general  public  interest." 

It  was  proposed  by  Mr.  Bowler,  and  seconded  by  Mr. 
MacGregor,  "That  the  thanks  o£  this  meeting  be 
"accorded  to  Mr.  Walter  Blease,  F.C.A.,  for  his  services 


"as  President  of  the  Association  during  the  past  year,  and 
"  for  the  active  interest  which  he  had  taken  in  all  matters 
"relating  thereto."    Carried  unanimously. 

Mr.  Bentley  proposed,  and  Mr.  Eastwood  seconded,  a 
very  hearty  vote  of  thanks  to  Mr.  Ben  Cookson  for  taking 
the  chair.     Carried  unanimously. 

Mr.  Cookson  having  replied,  the  meeting  terminated. 


petsonaU 


Messrs.  John  Chapman  &  Bowker,  Chartered  Accoun- 
tants, of  Queen's  College,  Paradise  Street,  Birmingham, 
announce  that  they  have  taken  into  partnership  Mr.  F.  W. 
Stevens,  who  has  been  practising  as  a  Chartered  Accoun- 
tant at  the  above  address  for  the  past  eighteen  months,  and 
during  that  time  has  been  intimately  associated  with  them. 
The  style  of  the  firm  in  the  future  will  be  John  Chapman, 
Bowker  &  Co. 

Messrs.  Mackay  Irons  Sc  Co.,  Chartered  Accountants, 
announce  that  they  have  removed  to  22  Meadowside, 
Dundee. 

Messrs.  Westcott,  Maskall  &  Co.,  Chartered  Accoun- 
tants, announce  that  they  have  remove4  to  29  &  k>  Broad 
Street  Avenue,  London,  E.G^itized  by  VjOOQIC 
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1905 

Dec.  30 


Xiioerpool  Society  of  (^bartere^  Hccountant9. 


LIBRARY    ACCOUNTS. 
Revenue  Account  for  the  year  ended  31st  December  1905. 


To 


£   s   d 

Coals  and  Lighting       487 

Rent,  Rates,  and  Taxes         . .        • .  52    9    5 

Stamps  and  Stationery           . .  240 

Cleaning,  Washing,  &c 7  16    i 

Wages       52  10  II 

General  Expenses        3  »7    3 

Depreciation  on  Books — 

Circulating        26  18  11 

Reference         320 

Depreciation  on  Furniture         . .  650 


i 

s 

d 

123 

6 

3 

30 

0 

II 

6 

5 

0 

£159 

12 

2 

■■" 

1905    ' 
Dec.  30    By  Bank  Interest  to  date  

•  I    „    Subscriptions 

*  •    Deficiency  for  the  year,  carried  to  Balance 

Sheet  


Balance  Sheet,  30th  December  1905. 


£  s 


140  0  0 

19    6    5 


£159  12 


£ 

Reference  Library  Fund 

Sundry  Creditors — 

Rent 8 

Electric  Light           o 

G.  Reed  &  Co o 

Revinue  Account  at  31st  December  1904                . .  284 

Less  Deficiency  to  date 19 


s    d 


s    d  ! 


8  14  II 


o  I   Circulating  Library 
'    Rejererue  Library.. 
Furniture- 
Vex  last  Account 
Additions 


264  18    8 


Depreciation 

Sundry  Debtors— 

Institute  

Senior  Society  

Students'  Assoeiaiion  to  30th  April  1906 


Cash— 

At  Bank 
In  hand.. 


£  s  d 


60    o    o 


I 

5 

0 

61 

S 

0 

6 

5 

0 

50 

0 

0 

25 

0 

0 

lO 

0 

0 

13   13 


102  13    0 
42    5   6 


55    0   0 


65    0   0 


£298  13    7 


£29i>  15    - 


Audited  and  found  correct, 

(Signed)  Ernest  M.  Ormrod,  A.C.A. 

Liverpool  igtk  January  igo6. 


Xtmited  Companies  an^  publicits* 


Mr.  Henry  Clews,  a  New  York  banker,  recently 
addressed  the  members  of  the  Students'  Association  of  the 
Wharton  School  of  Finance  at  the  University  of  Pennsyl- 
vania on  the  subject  of  "The  Movement  in  Publicity  and 
Reform." 

The  lecturer  touched  upon  the  need  of  confidence  in 
banks,  trust  companies,  insurance  companies,  railroad  and 
other  great  corporations,  and  said  that  this  coofidence  was 
lacking  because  of  recent  exposures  of  corrupt  methods 
in  management  and  the  opposition  of  corporation  officials 
to  legislation  aimed  to  correct  these  abuses  and  ensure 
publicity. 

Speaking  of  the  opposition  made  in  New  York  by  the 
banking  interests,  he  said  :  — 

"This  opposition  drew  more  public  attention  to  the  a^ita- 

on  for  a  general  bank  department  examination  than  would 


yd* January  1005. 

(Signed)  A.  Benti-kv,  A.C.A. 

Librarian 


Otherwise  have  been  attracted  to  it,  and  the  unwillingness  tu 
submit  to  it  suggested  that  there  was  a  screw  loose,  or 
something  to  conceal  in  connection  with  some  of  the  State 
banks  ;  and  that  they  were  therefore  vulnerable  to  attack, 
or  at  least  open  to  criticism. 

The  New  York  Ivegislature,  as  well  as  the  I>cgislaturcs 
of  the  other  States,  should  respond  to  the  popular  agita- 
tion for  publicity  by  passing  laws  requiring  all  corpora- 
tions, including  banks  and  trust  companies,  to  make  at 
least  semi-annual  reports  of  their  condition.  Only  th€ 
insolvent  and  the  crooked  would  have  anything  to  fear 
from  this  wholesome  publicity.  The  opposition  to 
publicity  shown  by  the  New  York  State  banking  interest, 
as  represented  in  the  Legislature,  has  been  surpassed  by 
some  of  the  small  life  insurance  interests,  as  in  New 
Jersey,  where  it  has  choked  off  probing,  and  they  have 
aroused  fresh  suspicions,  and  much  adverse  criticism 
thereby.    It  is  not  surprising  that  many  are  led  to  suspect 
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that    there   is    much    still    concealed    that    ought    to    be 
revealed. 

This  desire  for  secrecy  is  obviously  in  defiance  of  public 
sentiment,   and  the  Legislature  should  make  the  house- 
cleaning  thorough  while  it  is  about  it. 
/ahv  df^aiust  KtlnUcs. 

Turning  to  the  railways,  we  find  the  need  of  the  stricter 
laws  in  matters  that  favour  a  few  at  the  expense  of  the 
many — as,  for  instance,  in  the  giving  of  rebates.  To  pre- 
vent these,  not  a  mere  fine,  which  can  be  easily  paid, 
should  be  imposed,  but  the  offence  should  be  made  a  mis- 
demeanour, punishable  with  imprisonment.  Railway 
officials  would  then,  with  the  danger  of  an  indictment  and 
a  term  in  prison  befoie  them,  hesitate  to  violate  the  law. 

In  the  limelight  of  publicity  the  irregular  rebate  prac- 
tices of  the  railways,  for  the  benefit  of  large  and  favoured 
shippers,  would  be  impossible ;  and  equally  so  would  have 
been  the  go-as-you-please  and  extravagant  management  of 
the  life  insurance  companies  as  revealed  by  the  insurance 
iavestigation. 

Reform  in  Business. 

We  are  passing  through  a  reform — ^yes,  a  revolutionary 
period  in  business  affairs.  But  good  will  come  out  of  it, 
for  with  improved  business  methods  will  come  a  higher 
sense  of  responsibility  and  a  keener  perception  of  duty, 
which  cannot  fail  to  inspire  correspondingly  greater  con- 
fidence and  produce  more  certain  results.  We  shall  thus 
have  more  conservatism  in  business  and  fewer  speculative 
hazards  and  crookedness  than  before. 

The  accounting  and  publicity  I  advocate  would  expose, 
check,  and  prevent  the  irregularities  and  the  one-man 
power  abuses  that  have  ended  in  so  many  collapses.  The 
one-man  control  of  large  corporations  must  come  to  an 
end.  An  ounce  of  prevention  is  better  than  a  pound  of 
cure.  Corporations,  too,  should  show  that  they  have  souls 
by  not  neglecting  the  welfare  of  their  employees. 

The  one-man  power  in  large  corporations,  with  a  lot  of 
dummy  directors  subservient  to  it,  should  also  come  to  an 
end.  Dummy  directors  are  no  better  than  so  many  decoy 
ducks  that  mislead  the  public.  They  are  directors  who  do 
not  direct,  and  are  not  expected  to  direct  by  those  in  con- 
trol who  selected  them  for  election.  They  arc  consequently 
a  faKe  pretence." 

The  Money  Market. 

Referring  to  the  money  market  and  the  occasional 
extremely  high  rates  of  interest  demanded  for  call  loans, 
Mr.  Clews  said  :  — 

•^What  we  more  greatly  need  is  a  more  stable  money 
market  in  Wall  Street.  Such  erratic  changes  in  the  rates 
for  Stock  Exchange  loans  that  we  sometimes  see  would 
create  a  convulsion  in  Europe  if  they  were  possible  there. 
But  as  they  are  not  possible  there,  why  should  they  be 
here? 


A  freak  money  market,   jumping  up  to  absurdly  high 
rates   and   then  down   again,   is   as   dangerous   as  it   is 
intolerable.     What  we  need,  among  other  things,  to  pre- ' 
vent  it  is  more  care  and  conservatism  in  banking  circles. 

One  thing  tending  to  produce  occasional  local  stringency 
is  that  our  money  market  has  to  contend  with  the  evil 
effects  of  the  New  York  Sub-Treasury,  or,  rather,  the  Sub- 
Treasury  System,  that  locks  money  up  that  ought  to  be 
kept  in  circulation. 

That  we  need  a  more  elastic  currency  is  indisputable, 
and  also  such  changes  in  our  custom  of  borrowing  and 
lending  money  on  collaterals,  on  the  Stock  Exchange,  as 
will  secure  stability  in  rates  of  interest  there,  even  in 
times  of  strin^nency. 

Press  for  Reform. 

With  regard  to  the  other  matters  referred  to,  it  is  always 
well  to  strike  while  the  iron  is  hot,  and  at  present  the 
reform  movement  in  legislation  affecting  life  insurance  and 
banking  oonoerns  is  at  white  heat,  not  only  in  the  State  of 
New  York,  but  elsewhere,  and  it  should  be  pressed  forward 
until  all  the  results  aimed  at  are  secured. 

In  the  first  place,  to  accomplish  this  the  life  insurance 
and  bank  investigations  already  in  progress,  or  proposed, 
should  be  carried  out  to  the  fullest  extent,  and,  through 
the  employment  of  expert  and  independent  bookkeepers 
and  accountants,  made  so  thorough  as  to  leave  nothing 
hidden  or  in  doubt. 

Supreme  Court  opens  the  Way. 

The  recent  decision  of  the  Supreme  Court  of  the  United 
States  in  the  Tobacco  and  Paper  Trust  cases,  that  corpo- 
rations cannot  take  refuge  in  secrecy,  but  must  give 
testimony  as  to  all  their  transactions,  when  required,  even 
where  it  is  self-incriminating,  is  a  great  victory  of  the 
people. 

The  decision  is  that  the  law  as  it  stands,  giving  a  witness 
the  constitutional  privilege  of  refusing  to  give  testimony 
tending  to  incriminate  himself,  does  not  extend  to  or  cover 
his  refusal  to  produce  books  and  papers  that  would 
incriminate  his  or  any  other  corporation,  the  immunity 
being  wholly  personal.  He  cannot  therefore  assert  it 
either  in  behalf  of  a  third  jjerson  or  a  corporation. 

It  oj>ens  the  d(jor  and  clears  the  way  for  a  thorough, 
complete,  and  public  examination  of  the  affairs  and 
accounts  of  the  trusts. 

Honest  Business  Methods. 

There  is  more  permanent  prosperity,  as  well  as  honour, 
to  be  secured  by  honest  than  dishonest  means.  Yet 
unscrupulousness  in  high  places  of  trust  is  often  forced 
upon  public  attention. 

The  corruption  of  Judges  and  juries  and  the  bribing  of 
legislators  should  be  more  abhorrent  than  larceny  itself  to 
every  captain  of  industry  and  all  corporate  officials,  whf 


710 


THE    ACCOUNTANT 


June  2,  1906. 


should  have  equal  respect  for  the  truth  and  their  own 
honour.  Great  wrongdoers  should  be  no  more  exempt 
from  punishment  than  small  offenders,  and  more  millions 
should  furnish  no  protection  to  them." 


Xfmite^  partncrsbip  in  iforetgn  Xaw» 


(From  The  Law  Times.) 

The  question  of  introducing  the  principle  of  limited 
partnership  has  been  onoe  more  revived  in  this  country  by 
Ix)rd  Avebury's  Limited  Partnership  Bill  of  the  present 
Session.  This  country's  isolated  position  in  this  respect 
is  certainly  a  remarkable  one.  All  leading  foreign  countries 
have  long  admitted  the  principle  of  limited  partnership,  or 
the  societe  en  commandite  simple.  In  America  it  was  first 
introduced  in  New  York  State  about  1830,  and  has  since 
been  adopted  in  all,  or  nearly  all,  the  other  States  of  the 
Union.  As  long  ago  as  1870  it  was  described  by  an 
American  writer  as  "an  innovation  upon  mercantile  law 
"which  has  stood  the  severe  test  of  American  practice  for  a 
"whole  generation  and  has  never  been  recalled  or 
"importantly  modified  "  :  (Parson's  Partnership,  2nd  edit., 
p.  546).  It  is  therefore  in  no  sense  an  untried  or  experi- 
mental system  which  thus  late  in  the  day  it  is  proposed  to 
introduce  into  this  country. 

Limited  i>artnership,  it  need  hardly  be  said,  involves  the 
limitation,  under  certain  conditions,  of  the  liability  of  one 
or  more  of  the  partners  (the  limited  partners  of  the  present 
Bill)  to  the  extent  of  their  contributions  actual  or 
promised  to  the  partnership  funds,  while  the  remaining 
partner  or  partners  (the  general  partners)  remain  liable  to 
the  full  extent.  The  societe  en  commandite  simple  is 
essentially  of  French  origin,  as,  indeed,  the  name  under 
which  it  is  known  in  practically  all  foreign  countries,  other 
than  America,  would  imply.  It  seems  to  have  originated 
in  that  country  by  royal  ordinance  about  1673.  The  actual 
name  is  said  to  be  derived  from -the  practice,  once  common 
in  the  Mediterranean,  of  committing  or  "commending  " 
merchandise  for  sale  to  the  captains  of  trading  ships,  who 
had  to  account  for  it  on  their  return  :  (Barclay,  Companies 
and  British  Securities  in  France,  p.  8).  A  more  specialised 
form  of  limited  partnership  is  that  known  as  the  societi  en 
commandite  par  actions.  In  this  case  the  holding  of  the 
limited  partners  (commanditaires)  is  divided  up  into  shares 
exactly  as  though  they  were  shareholders  in  an  ordinary 
limited  comipany  (sociiii  anonyme).  This  type  of  partner- 
ship is  also  of  considerable  standing,  since  it  was  the 
subject  of  legislative  regulation  in  France  as  far  back  as 
1856.  It  has  since  been  adopted  in  nearly  all  foreign 
countries,  other  than  the  United  States ;  in  fact,  the  only 
important  countries  where  it  is  not  now  recognised  appear 


to  be  the  Russian  Empire,  Hungary,  and  possibly  also 
Sweden  and  Norway.  The  case  of  Hungary  is  somewhat 
remarkable,  since  Hungary's  Commercial  Code  dates  only 
from  1876,  while  the  Austrian  Commercial  Code,  which 
fully  recognises  this  form  of  partnership,  came  into  force 
in  1863.  The  present  Limited  Partnership  Bill  contains  no 
reference  to  thi^  form  of  partnership,  and  in  this  respect 
has  evidently  followed  the  example  afforded  by  America. 
The  various  States  of  the  Union  appear  generally  to  have 
fought  shy  of  adopting  this  somewhat  remarkable  hybrid 
between  a  company  and  a  partnership,  though  they  freely 
adopted  the  original  form  of  the  societe  en  commandite 
simple. 

The  present  Bill  proposes  (Section  3)  that  limited  part- 
nership shall  not  apply  to  a  company  incorporated  by  or 
in  pursuance  of  any  Act  of  Parliament,  letters  patent, 
royal  charter,  or  otherwise,  or  a  mining  company  subject 
to  the  jurisdiction  of  the  Stannaries.  These  perhaps  self- 
evident  exceptions  are  nothing  like  so  sweeping  as  those 
contained  in  American  law.  The  large  majority  of  the 
American  States  forbid  a  limited  partnership  to  be  formed 
for  the  purposes  of  banking  or  insurance.  The  grounds  on 
which  this  prohibition  is  based  are  not  primd  facie  very 
obvious,  but  the  striking  unanimity  of  American  law  cmi 
the  subject  points  to  some  potent  reason.  One  law,  at  any 
rate,  that  of  Massachusetts,  has  dropped  the  prohibition 
relating  to  banking  contained  in  an  earlier  law,  but 
retained  that  relating  to  insurance.  Foreign  law  geoeraJly, 
other  than  the  American,  does  not  appear  to  draw  any  such 
distinctions,  or  to  forbid  a  limited  partnership  to  be  formed 
to  carry  on  any  object,  if  only  it  be  a  lawful  one.  The 
Limited  Partnership  Bill  allows  the  limited  partner  to  con- 
tribute, or  undertake  to  contribute,  a  sum  or  sums  as 
capital  or  property  valued  at  a  stated  amount.  This  is 
clearly  at  variance  with  the  large  majority  of  the  American 
laws.  They  insist  on  the  share  of  the  special  partner  (the 
equivalent  of  the  limited  partner  of  the  English  Bill)  being 
paid  in  cash,  and  in  cash  only ;  there  is  no  provisicxi 
allowing  him  to  pay  either  in  money  or  in  money's  worth. 
The  rule  is  not,  however,  absolutely  universal ;  thus  in 
Rhode  Island  and  Michigan  it  may  be  paid  in  cash  or  other 
property  in  cash  value,  while  in  New  Jersey  and  Nebraska 
it  may  be  paid  in  goods  and  wares.  In  cpmparison  with 
the  explicit  provisions  of  American  law,  this  question  is 
very  vaguely  treated  in  other  foreign  law.  The  Chilian 
Commercial  Code  of  1867,  though  one  of  the  oldest  codes, 
alone  appears  to  deal  with  this  point  in  a  definite  way. 
It  provides  that  while  the  contribution  of  a  limited  partner 
cannot  consist  of  his  mere  personal  industry  or  credit,  it 
may  be  xepresented  by  the  communication  of  some  secret 
relating  to  art  or  science,  provided  that  he  does  not  work 
such  secret  himself,  or  co-operate  in  its  application.  Pre- 
sumably the  provisions  of  the  English  Bill  would  meet 
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such  a  case  if  the  value  of  the  secret  could  be  assessed  at  a 
definite  amount.  According  to  the  terms  of  the  Bill  (Sec- 
tion 8  (i) ),  a  limited  partnership  can  only  be  formed  for  a 
definite  term.  Such  an  express  proviso  as  this  is  not  to  be 
found  in  any  foreign  law.  On  the  other  hand,  foreign  law 
generally  requires  a  statement  as  to  the  period  for  which 
the  limited  partnership  is  formed  to  be  entered  on  the 
register,  but  whether  this  need  be  a  definite  term  is  not 
clear.  German  law,  at  any  rate,  does  not  seem  to  require 
any  limit  at  all,  since  this  law  is  exceptional  in  not 
requiring  any  period  to  be  entered  on  the  register,  and 
otherwise  assimilates  a  limited  to  any  ordinary  partner- 
ship, which  it  is  expressly  stated  may  be  formed  for  an 
indefinite  time.  In  applying  the  provisions  of  ordinary 
partnership  to  limited  partnership,  German  law  makes 
some  exceptions ;  notably  it  excludes  the  provision  which 
prevents  a  partner  in  an  ordinary  partnership  being  at  the 
same  time,  without  express  consent,  a  partner  in  a  concern 
of  a  similar  character.  The  English  Bill  seems  to  take  an 
opposite  view,  since  it  adopts  the  provisions  of  the  general 
partnership  law  without  any  such  exception.  Section  30 
of  the  Partnership  Act,  1850,  would  therefore  appear  to  pre- 
vent a  limited  partner  from  becoming  such  in  two  busi- 
nesses of  a  similar  character  without  express  consent. 
German  law,  on  the  other  hand,  does  not  exclude  a  limited 
partner  from  the  provision  which  makes  a  person  entering 
an  ordinary  partnership  liable  for  the  antecedent  debts  of 
the  partnership.  This  extraordinary  provision  is  found 
also  in  the  Austrian,  Italian,  Hungarian,  and  Swiss  laws. 
The  liability  incurred  by  a  limited  partner  under  these 
laws  seems  therefore  to  be  a  very  serious  one,  but  the  pro- 
visions of  Section  17  of  the  Partnership  Act,  1890,  would 
effectually  prevent  such  a  contention  being  upheld  in  this 
country. 

All  laws  relating  to  limited  partnership  naturally  require 
the  terms  of  the  partnership  to  be  registered,  and  to  be 
open  to  public  inspection.  The  proposed  English  law 
differs  in  this  matter  in  one  important  particular  from  all 
foreign  law  equally,  whether  American  or  Continental. 
The  latter  almost  invariably  (the  Spanish,  Portuguese,  and 
Mexican  laws  bein^  the  only  apparent  exceptions  of  any 
note)  requires  the  entry  on  the  register  to  be  completed  by 
publication  in  one  or  more  newspapers,  official  or  other- 
wise, in  some  cases,  as  in  Germany,  the  publication  being 
carried  out  by  the  officials  who  control  the  register,  but 
more  frequently,  as  in  America,  by  the  parties  themselves. 
This  system  oi  publication  in  addition  to  registration  is  a 
marked  feature  of  foreign  law,  and  America  has  evidently 
followed  the  Continental  lead  in  this  particular  case.  Oi 
publication  as  a  necessary  and  essential  sequel  to  registra- 
tion the  English  Bill  makes  no  mention.  The  actual 
registers  would  under  the  proposed  law  be  set  up  only  in 
the  three    capitals,    London,    Edinburgh,    and   Dublin, 


though  registration  may  be  effected  by  post.  This 
centralisation  of  the  registers  is  in  marked  contrast  to  the 
foreign  system.  The  essentially  local  character  of  the 
register  is  very  evident  in  other  countries.  Registration 
must  be  effected  in  the  district  where  the  business,  or  any 
branch  of  such  business,  is  carried  on,  for  neither  on  the 
Continent  nor  America  is  there  any  suggestion  of  the  exist- 
ence of  one  central  registration  office.  In  the  German 
Empire,  for  instance,  there  are  said  to  be  1933  local  Courts 
(Journal  of  Comparative  legislation,  1903,  No.  i,  p.  101), 
all  of  whom,  or,  at  any  rate,  the  great  majority,  keep  that 
essentially  German  institution  the  trade  register  (Handels- 
register)  in  which  local  limited  partnerships  must  be  regis- 
tered ;  while  in  Switzerland  a  trade  register  is  to  be  main- 
tained in  every  canton,  and  the  authorities  of  each  canton 
are  entitled  to  create  special  registers  for  certain  districts 
should  they  deem  it  advisable  to  do  so.  The  proposed  law 
does  (Section  25),  in  fact,  get  over  the  objection  to  the 
centralised  system  of  registration  by  requiring  an  abstract 
oi  any  entry  in  the  register  to  be  forwarded  within  seven 
days  to  various  local  officials  in  those  districts  where  the 
business  to  which  the  entries  rel?.te  is  carried  on — namely, 
in  England,  to  the  registrars  of  the  County  Courts.  Any 
abstract  so  forwarded  must  be  duly  filed  by  the  local 
officials  and  kept  for  public  inspection. 

Perhaps  the  most  important  feature  of  the  English  Bill 
is  that  it  contains  no  proviso,  as  French  law  does,  for- 
bidding the  limited  partner  to  undertake  any  act  of  manage- 
ment, even  by  virtue  of  a  power  of  attorney.  Foreign  law 
generally,  other  than  American,  has  followed  the  French 
example,  and  confined  the  position  of  a  limited  partner  to 
that  of  a  sleeping  partner.  The  former  German  Commercial 
Code  of  1870  impliedly  allowed  a  limited  partner  to  carry 
on  business  on  behalf  of  the  partnership  inasmuch  as  it 
provided  that  the  limited  partner  must  in  such  case  make 
it  clear  that  he  was  merely  acting  as  agent.  The  modem 
German  Commercial  Code  of  1900  has,  however,  dropped 
this  provision,  and  instead  enacts  that  (article  164)  limited 
partners  are  to  be  excluded  from  actively  participating  in 
the  management,  and,  moreover,  by  article  170  a  limited 
partner  is  forbidden  to  represent  the  partnership. 
American  law,  on  the  other  hand,  has  followed  an  almost 
opposite  course  to  that  of  German  law  in  this  respect.  The 
original  limited  partnership  law  introduced  into  the  States, 
the  law  passed  in  1830  in  New  York  State,  was  founded 
closely  on  the  French  model  and  therefore  entirely  excluded 
the  limited  partner  from  participating  in  the  management 
of  the  business.  Modern  American  law,  however,  as 
exemplified  by  the  Partnership  Law  of  1897  of  the  same 
State — New  York — ^has  gone  very  far  in  an  opposite  direc- 
tion. By  Section  37  of  that  law  a  special  (limited)  partner 
may  (inter  alia)  negotiate  sales,  purchases,  and  other 
businesses  on  behalf  of  the  partnership,  provided  each 


iM712 


THE    ACCOUNTANT 


June  2,  1906. 


transaction  is  approved  by  a  geosral  partner ;  in  fact,  sub- 
ject to  such  approval,  there  seems  nothing  to  prevent  the 
limifed  partner  from  carrying  on  the  business  exactly  as 
if  he  wece  a  general  partner.  A  soniewhat  similar  provision 
is  also  found  in  other  American  laws.  It  is  apparently  con- 
templated in  the  English  Bill  that  a  limited  partner  will 
not  have  power  to  manage  the  business.  The  only  check 
on  his  powers  it  contains,  however,  is  in  Section  7,  which 
provides  that  a  limited  partner  may  from  time  to  time 
inspect  the  books  of  the  firm  and  examine  into  the  state 
and  prospects  of  the  partnership  business,  and  may  advise 
with  his  partners  thereon,  provided  that  nothing  therein 
contained  shall  give  him  authority  to  bind  the  firm.  If  in 
fact  he  is  entitled  to  be  something  considerably  more  than 
a  mere  sleeping  partner,  and  is  to  be  permitted  to  take  a 
more  or  less  active  interest  in  the  business,  then,  in  fair- 
ness to  aay  person  proposing  to  deal  with  the  firm,  who 
might  have  neither  the  time  nor  the  inclination  to  go  to 
the  local  County  Court  and  search  the  register,  some 
obligatory  and  unmistakable  description  of  the  finn  as  a 
limited  partnership  seems  required.  The  law  of  the  Staite 
of  New  York,  already  referred  to,  requires  a  limited  part- 
nership to  exhibit  outside  its  principal  place  of  business 
a  sign  on  which  is  printed  in  full  the  names  of  all  members 
of  the  partnership,  designating  which  are  general  and 
which  are  special  partners.  Doubtless  such  a  provision, 
though  it  does  not  apparently  meet  the  case  oi  a  branch 
establishment,  was  considered  neoessar}',  having  regard 
to  the  attitude  given  by  the  same  law  to  the  limited  partner 
in  carrying  on  business  on  behalf  of  the  firm.  Short  of 
searching  the  local  register,  there  appears  to  be  no  way 
provided  in  the  English  Bill  for  discovering  whether  a 
partnership  is  an  ordinary  one  or  a  limited  one.  Moreover, 
the  limited  partner,  in  contrast  to  French  and  Geirman  law, 
appears  to  have  almost  as  free  a  hand  in  managing  the 
partnership  business  as  he  has  under  the  New  York  law ; 
while,  unlike  that  law,  there  is  no  obligation  on  the  part- 
nership generally  to  exhibit,  other  than  on  the  register,  a 
notice  to  the  world  at  large  to  the  effect  that  things  are  not 
as  they  may  well  seem  to  be,  but  that  the  apparently 
unlimited  partnership  is  in  fact  a  limited  one. 


<Pttr  Unequitable  income  Ua^. 

By  Sir  William  Bull,  M.Pt 

(From  The  Daily  Mail.) 
It  is  characteristic  of  the  times  that  a  half-jesting 
remark  about  the  desirability  of  taxing  bachelors  received 
greater  attention  at  the  hands  of  the  Press  than  the  more 
serious  part  of  my  appeal  to  the  Chancellor  of  the 
Exchequer  to  try  to  readjust  in  ever  so  slight  a  degree 
the  intolerable  burden  of  the  income-tax  this  year. 


I  maintain  that  the  middle  classes  ace  in  pxopoitioii 
more  heavily  taxed  than  either  of  the  others.  Indirect 
taxation  of  tea,  sugar,  &c.,  falls  as  heavily  on  them  as  on 
the  lower  classes,  while  the  direct  taxation  of  income  is 
out  of  all  proportion  between  small  incomes  and  the  large 
incomes  of  the  upper  classes. 

Again,  the  man  who  works  with  his  brain  is  using  up 
his  capital  every  day  and  every  hour,  yet  that  is  taxed 
exactly  on  the  same  basis  as  if  it  were  money  invested  in 
stocks  and  shares,  which  produces  income  without  any 
trouble  or  wear  and  tear  to  the  owner,  and  the  capital  is 
kept  practically  intact. 

I  quite  recognise  that  Mr.  Asquith  had  to  redeem  his 
promise  to  his  friends,  the  anti-tea-tax  capitalists,  by 
whose  unfair  posters  and  doggerel  rhymes  his  party  helped 
to  climb  into  power,  but  I  think  that  this  year  he  might 
have  mitigated  suffering  by  shifting  some  of  the  income-tax 
burdens  with  very  little  cost  to  the  national  purse. 

U,nfair  Tax  on  Joint  Incomes. 

Take,  for  instance,  the  question  of  joint  incomes  of 
married  people. 

Few  people  realise  that  if  A.  has  an  income  earned  by 
the  sweat  of  his  brain,  and  his  wife  brings  him  in  a  modest 
income,  both  are  added  together  and  the  income  is 
assessed  as  if  it  belonged  to  one  person.  Now  I  desire  to 
untax  in  some  small  degree  married  persons. 

When  the  limit  of  exemption  was  raised  some  years  ago 
from  jf  150  to  jf  160  it  was  truly  stated  by  the  then  Chan- 
cellor of  the  Exchequer  that  for  persons  with  ;£^4oo  a  year 
or  less  a  sum  of  jf  160  for  maintenance  was  a  fair  amount, 
and  the  relief  granted  was  upon  that  basis.  This  amount, 
which  is  ample  for  a  single  person,  can  only  be  looked 
upon  as  totally  inadequate  for  the  maintenance  of  two 
persons,  extra  rent,  extra  rates,  extra  food,  &c.  It  is  not 
for  a  momeift  suggested  that  the  cost  of  two  persons* 
living  and  maintenance  is  double  that  of  one  person,  but 
it  can  safely  be  assumed  that,  on  an  average,  it  can  be 
taken  as  one  and  a-haif. 

It  is  for  that  reason  that  I  suggest  that  the  limit  of 
exemption  should  be  raised  by  50  per  cent,  for  married 
persons  on  the  present  limit  of  jf  x6o  granted  to  single 
persons.  This  would  mean  a  rebate  of  ^^240  a  year  relief 
granted  to  married  persons  vdthout  children.  Where 
there  are  children  there  should  be  a  further  relief  granted 
for  each  child.  This  I  should  fix  at  jf 20  per  annum  for 
each  child. 

As  this  works  out  at  a  trifle  over  a  shilling  a  day,  it 
certainly  cannot  be  called  extravagant.  If  clothes,  food, 
medical  attendance,  &c.,  are  taken  into  consideration.  I 
leave  out  the  question  of  education,  as  it  may  be  objected 
that  they  may  go  to  Council  schcW^  thus  have  free 
education.  *^ 


June  2,  1906. 


tllE    ACCOUNtA^ft 


713 


At  the  same  time  as  the  limit  of  exemption  is  raised, 
for  the  purposes  of  abat^nent  the  limit  of  income  upon 
which  the  taxpayer  could  claim  this  relief  should  be  auto- 
matically raised  in  the  same  proportion.  Thus  the  relief 
on  j£240  granted  to  married  persons  without  children 
should  be  on  an  income  not  exceeding  jf6oo — that  is,  the 
;^4oo  now  granted  to  single  persons,  plus  50  per  cent.,  and 
the  ;^2o  accorded  to  each  child  should  be  on  an  extra  ;^ioo 
a  year. 

Let  me  take  a  concrete  case.  A  man  is  married  and  has 
two  children.  I  ask  that  he  should  receive  relief  on  ;^i6o 
himself,  on  ;£8o  for  his  wife,  and  on  £40  for  his  two 
children,  total  jf  280,  this  relief  being  granted  if  the  total 
income  is  less  than  jfSoo  a  year. 

Wide  Relief  at  Trifling  Cost. 

It  will,  no  doubt,  be  objected  by  the  Chancellor  of  the 
Exchequer  that  this  system  of  relief  will  cost  a  consider- 
able amount  of  money.  I  think  that  I  can  prove  the 
contrary. 

Let  me  assume  that  no  fewer  than  50,000  families  are  to 
receive  this  extra  relief.  The  cost  to  the  revenue  would 
be,  at  the  very  outside,  ;£'2oo,ooo,  or  less  than  one-tenth 
part  of  what  a  penny  in  the  pound  of  income-tax  brings  in, 
for  the  relief  granted  is  only  £4  for  the  wife  and  £1  for 
each  of  the  children ;  but  what  do  not  these  few  pounds 
represent  to  a  man  who  may  have  less  than  ;{^3oo  a  year? 
it  may  deprive  him  not  of  luxuries  only,  but  of  actual 
necessities. 

Why  I  have  said  that  the  ;^2oo,ooo  would  more  than 
cover  the  amount  required  is  that  many  of  the  persons 
to  be  relieved  will  only  receive  a  part  of  the  relief  on 
account  of  their  incomes  being  under  ^^240  a  year.  Deal- 
ing with,  say,  100,000  married  couples  suffering  tax,  there 
are,  first,  to  be  eliminated  at  least  one-half  whose  incomes 
are  under  jfi6o,  and  who  consequently  are  already 
entitled  to  exemption.  Fifty  thousand  now  remain  who, 
if  they  possess  jf  240  a  year,  would  be  entitled  to  the  full 
£4  relief  proposed  to  be  granted,  but  of  these  50,000  it  may 
safely  l>e  calculated  that  another  half  would  not  have  the 
full  ;£24o,  and  consequently  the  extra  relief  granted  to 
them  would  not  on  the  average  amount  to  more  than  £2. 

The  only  persons  who  would  benefit  to  the  full  amount 
of  the  £4  relief  are  those  owning  incomes  of  from  ;f240 
to  ;£'6oo.  Dealing  with  children,  relief  only  comes  in 
where  the  parental  income  exceeds  ;f  240.  It  would  there- 
fore affect  but  a  comparatively  small  number  of  persons, 
but  at  the  same  time  would  be  an  extreme  boon  to  those 
to  whom  the  relief  would  be  granted.  What  I  propose  is 
not,  of  oourse,  altogether  new,  for  already  there  exists  a 
modicum  of  relief  granted  to  married  persons  who  earn 
their  own  living  independently  of  each  other. 
The  Great  Block  House. 

Where  I  fear  I  shall  meet  with  the  greatest  opposition 
to  my  scheme  is  among  the  permanent  officials  of  Somerset 


House,  for  it  appears  to  be  their  policy  to  throw  every 
obstacle  in  the  way  of  persons  who,  even  now,  are  statu- 
torily entitled  to  exemption  or  abatement.  The  Board  of 
Inland  Revenue  are  continually  making  new  rules  and 
regulations,  even  after  sixty -three  years  of  the  existence 
of  income-tax.  I  might  mention  as  an  instance  their 
refusal  to  refund  tax  to  a  claimant  if  the  dividends  are  not 
exclusively  registered  in  his  name.  This  refusal  goes  as 
fax  as  not  to  refund  income-tax  to  a  claimant  on  his  share 
of  a  dividend  in  his  name  if  any  part  of  such  dividend 
belongs  to  another  person,  and  to  refund  to  joint  bene- 
ficiaries under  any  circumstances  whatever,  unless  a  deed 
of  trust  or  legal  documentary  evidence  as  to  ownership  can 
be  produced  to  satisfy  the  Board. 

Now  comes  one  of  the  greatest  difficulties.  What  is  the 
kind  of  legal  documentary  evidence  which  is  required  to 
satisfy  the  Board?  The  Inland  Reveaue  say  that  it  is  for 
the  claimant  to  supply  the  evidence,  which  they  will  con- 
sider, but  they  admit  that  it  is  next  to  impossible  for  the 
claimant  to  produce  any  evidence  which  will  satisfy  them 
— an  attitude  worthy  of  Charles  Dickens'  Circumlocution 
Office.  Consular  and  notarial  declarations  have  been  pro- 
duced where  the  claimant  has  sworn  as  to  his  income,  but 
all  of  these  have  been  refused.  It  is  against  those  arbitrary 
decisions  given  by  the  Board  of  Inland  Revenue  that  I 
would  ask  that  there  should  be  some  appeal.  It  is  absurd 
to  suggest  that  a  person  with  less  than  ;f  160  a  year  who 
considers  himself  to  be  aggrieved  should  have  to  go  to  the 
cost  of  appealing  to  the  High  Court  for  a  decision  upon  a 
legal  point.  Why  not  have  a  Court  of  simple  appeal  where 
the  claimant  could  personally  state  his  case  and  obtain 
ju&tice? 

Tliese  are  but  a  few  examples  of  the  way  in  which  the 
income-tax  is  imposed  and  collected,  but  if  I  had  space 
I  could  give  many  more.  From  the  letters  I  have  received 
on  the  subject  I  am  certain  that  there  is  a  deep  feeling  of 
resentment  against  the  way  this  tax  is  retained  and 
administered. 

If  all  who  feel  aggrieved  would  only  send  in  a  postcard 
to  the  House  of  Commons,  I  think  I  could  persuade  the 
Chancellor  of  the  Exchequer  that  I  have  a  volume  of 
opinion  behind  me  of  which  he  ought  to  take  notice  even 
before  the  Finance  Bill  of  this  year  becomes  law. 

However,  the  taxpayer  is  such  a  patient  beast,  I  suppose 
he  will  merely  grumble — and  pay.  He  seems  too 
apathetic  to  comibine. 


AeetinoB  for  tbe  enstting  HQleefi. 


Tuesday  —  Institute  of  Chartered  Accountants.  — 
Students  Societies'  Grants  Committee,  at  3  p.m. 

Wednesday — Institute  of  Chartered  Accountants.— 
Finance  Committee,  at  12.30  p.m. ;  Council  Meet- 
ing, at  2  p.m.  *^ 
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Str  5obn  ftoUams'  "5ottinfi9." 


(From  The  Sohcitors*  Journal.) 

The  long-looked-for  book  of  Sir  John  Hollams'  reminis- 
cences differs  widely  from  the  ordinary  autobiography. 
There  is  very  little  about  the  writer,  save  in  connection  with 
the  important  cases  in  which  he  has  been  engaged  ;  there  is 
nothing  about  certain  living  legal  personages  with  regard  to 
whom  one  would  greatly  like  to  have  the  author's  candid 
opinion.  On  the  other  hand,  there  is  a  great  deal  about  the 
Judges  and  leading  counsel  of  from  twenty  to  forty  years 
ago,  and  there  are,  as  might  be  expected,  suggestions  of 
much  value  with  reference  to  procedure  and  other  portions 
of  our  legal  system.  The  author  commences  his  book  by 
stating  that  his  object  is  to  call  attention  to  the  changes 
which  have  taken  place  during  the  period  he  can  recall,  with 
the  idea  that  the  consideration  of  what  has  been  done  may 
stimulate  attention  to  improvements  yet  needed.  It  is  the 
suggestion  of  tliese  further  improvements  which  constitutes 
the  most  important  part  of  the  book.  The  author's  remarks 
are  by  no  means  of  the  drastic  character  we  rather  antici- 
pated ;  we  recall  a  conversation  with  him  many  years  ago 
in  which  he  strongly  advocated  the  entire  abolition  of  the 
'aw  of  bankruptcy,  and  adduced  cogent  reasons  to  show  the 
advantage  to  the  mercantile  community  of  the  adoption  of 
such  a  course.  It  may  be  that,  like  his  friend  Lord 
Bramwell,  he  was  not  averse  to  a  little  paradoxical  talk  now 
and  then.  At  all  events,  the  contrast  between  the  old  and 
new  systems  of  procedure  which  Sir  John  Hollams  draws  in 
his  book  is  marked  by  great  shrewdness,  moderation,  and 
calm  judgment,  and  it  ought  to  receive  the  careful  attention 
of  the  authorities  whose  business  it  is  to  look  after  the  work- 
ing of  our  procedure. 

The  picture  of  the  old  system  contained  in  this  book  is 
lurid  as  regards  cost  and  delay  to  the  suitor,  but  so  brilliant 
as  to  profits  of  practitioners  as  to  make  the  mouths  of 
counsel  and  solicitors  of  the  present  day  water.  We  read 
of  pleadings,  the  record  of  which,  if  unrolled,  would  reach 
from  Gray's  Inn  to  the  Temple ;  of  briefs  to  counsel  for 
every  order  for  a  special  jury  ;  of  upwards  of  two  hundred 
briefs,  each  with  a  fee  of  half  a-guinea,  being  delivered  in 
one  day  to  a  barrister  in  ejectment  proceedings  to  move  for 
judgment  against  the  casual  ejector  ;  of  bills  in  Chancery  of 
huge  length  frequently  accompanied  by  elaborate  and 
detailed  schedules  setting  out  accounts  or  other  general 
matter ;  of  everyone  who  had  a  scintilla  of  interest  in  the 
estate  in  question  in  Chancery  being  made  a  party  and  being 
represented  by  separate  counsel  on  every  application  to  the 
Court ;  of  the  Bill  of  Discovery,  which  had  to  be  filed  in 
the  Court  of  Chancery  by  a  defendant  in  a  common  law 
action  who  desired  to  see  books  or  documents  in  his 
opponent's  possession,  and  of  cases  in  which  actions  at 


common  law  were  stayed  for  years,  first  pending  a  hearing  in 
Court  before  the  Vice-Chancellor  as  to  the  sufficiency  of  the 
answer  as  to  documents  and  objections  to  their  production, 
and  subsequently  by  successive  appeals  to  the  Lord 
Chancellor,  and  from  him  to  the  House  of  Lords  on  that 
point. 

There  is  much,  by  the  way,  in  this  story  of  the  old  system 
which  is  novel  to  us.  For  instance,  the  author  says  that 
solicitors  in  Chancery  proceedings  had  to  employ  certain 
nondescript  officials  who  were  called  "  Clerks  in  Court," 
who  sat  in  small  boxes  in  a  large  room  in  Chancery  Lane. 
and  \%ere  paid  by  the  solicitors  instructing  them.  They  were, 
he  says,  supposed  to  be  experts  as  to  practice,  but  were  of 
no  use  to  an  experienced  solicitor.  Again,  we  were  not  aware 
that  we  owe  to  Sir  John  Hollams  the  practice  of  dividing 
affidavits  into  paragraphs,  each  numbered.  It  appears  that 
he  had  on  one  occasion  to  prepare  some  affidavits  in  a  hurry, 
and  with  a  view  to  conciseness  and  ease  of  reference, 
prepared  them  in  short  paragraphs,  each  numbered.  Wlien 
these  affidavits  came  before  Vice-Chancellor  Turner,  he 
expressed  strong  approval  of  the  way  in  which  they  were 
prepared,  and  soon  afterwards  the  course  adopted  by  Mr. 
Hollams  became  the  rule. 

There  were,  however,  redeeming  ieatures  in  the  old  pro- 
cedure and  Courts.  The  Judges  (in  the  common  law 
Courts,  at  all  events)  were,  says  the  author,  "  much  more 
reticent  than  in  more  modern  times,"  and  trials  did  not 
occupy  anything  like  the  time  they  now  take.  "  It  used 
"  to  be  the  exception  for  a  jury  case  to  occupy  more  thaji 
"  one  day.  Now  a  seriously  contested  case  is  seldom  con- 
"  eluded  in  a  day."  And,  costly  as  was  legal  procedure  in 
the  old  days,  it  was  generally  possible  then  to  give  a 
reasonable  estimate  as  to  the  time  within  which  the 
litigation  must  end  and  the  expense  which  it  might 
involve.     Under  the  new  system  this  cannot  be  done. 

It  is  the  enormous  cost  of  trials,  frequently  very  dispro- 
portionate to  the  pecuniary  importance  of  the  case,  and 
the  "gambling  element  "  connected  with  appeals  to  which 
Sir  John  Hollams  points  as  the  leading  defects  of  the  new 
system.  As  he  says,  "almost  every  decision  is  subject  to 
*'  the  risk  of  appeal  to  the  Court  of  Appeal,  and  from 
"that  Court  to  the  House  of  Lords,  and  these  successive 
"  appeals  may  conceivably  happen  more  than  once  in  the 
''same  case.  The  practical  mischief  from  this  unrestricted 
"right  of  appeal  arises  from  the  modern  system,  intro- 
"duced  by  the  Courts  without  express  legislative  authority, 
"  of  allowing  the  successful  appellant  the  cost  of  the  appeal 
"and  of  the  decision  appealed  from.  Formerly  this  was 
"  unheard  of,  and  consequently,  even  when  there  was  power 
'*  to  appeal,  it  was  not  exercised,  for  the  unsuccessful 
"litigant  knew  that,  even  if  the|  appeal  should  be  soc- 
"  cessful,  he  would  have  i^^pajf  his  own  costs,  and,  if  it 
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'*  was  UDsaccessful,  the  costs  of  his  opponent  also."  The 
author  expresses  his  opinion  that  the  great  majority  of 
litigants  would  be  content  with  a  patient  hearing  before  a 
Judge  and  to  abide  by  his  decision.  Sir  John  Hollams 
might  have  added,  as  one  of  the  evils  of  the  present 
system,  that  the  tendency  of  the  institution  of  a  largely- 
manned  Court  of  Appeal  is  constantly  to  deplete  the  High 
Court  of  its  most  experienced  and  competent  Judges,  and  so 
to  encourage  appeals  from  the  decisions  of  their  successors. 

AVith  regard  to  other  matters,  there  is  a  valuable  chapter 
on  the  administration  of  justice  in  the  provinces,  in  which 
the  circuit  system  is  discussed  and  suggestions  for  its  altera- 
tion are  made.  With  regard  to  the  County  Courts,  Sir 
John  Hollams'  view  is — in  accordance  with  what  is  under- 
stood to  be  the  opinion  of  the  present  Lord  Chancellor — 
that  they  should  be  branches  of  the  High  Court. 

We  have  left  ourselves  little  space  to  refer  to  the  author's 
interesting  reminiscences  of  deceased  Judges.  We  observe 
with  pleasure  that  he  does  full  justice  to  Chief  Justice  Erie, 
who  always  seemed  to  us  one  of  the  finest  examples  of  what 
an  English  Judge  ought  to  be,  and  to  Mr.  Justice  Willes, 
whom  it  seems  rather  to  be  the  fashion  nowadays  for 
members  of  the  common  law  bar  to  disparage ;  but  for 
some  reason  or  other  he  does  not  seem  to  appreciate  the 
extraordinary  powers  as  a  Judge  of  Sir  George  Jessel.  Lord 
Campbell  was  obviously  the  author's  biU  noire ;  and,  indeed, 
we  fancy  that  that  "  canny"  Judge  had  few  admirers  among 
legal  practitioners. 

In  the  last  chapter  we  come  upon  a  very  short  sketch  of 
Sir  John  Hollams'  honourable  career.  It  appears  that  when 
he  was  under  the  age  of  forty  he  was  offered  the  appoint- 
ment of  Solicitor  to  the  Admiralty,  and  was  more  than  once 
asked  if  he  would  accept  the  office  of  Chief  Clerk  in 
Chancery.  He  concludes  his  book  with  the  remark,  "  I  have 
*'  never  had  a  serious  personal  difference  with  anyone,  and 
"  have  never  been  a  party  to  a  law  suit.  I  may  be  said  to 
**  have  been  fortunate,  but  I  believe  that  the  road  to  such 
**  success  as  I  have  had  is  open  to  any  young  man  entering 
"  the  profession  who  may  choose  to  follow  it,  and  devote 
**  himself  to  legitimate  professional  work,  and  abstain  from 
*'  money-lending,  company  promoting,  financing  builders, 
"and  speculative  business,  and  give  constant,  careful,  and 
"  anxious  thought  and  attention  to  the  professional  business 
"  from  time  to  time  entrusted  to  him."  Wise  words  these  ; 
but  should  it  not  be  added  that  brains  are  also  necessary  to 
a  success  such  as  that  attained  by  the  writer  ? 


Hevtew. 


Rates  and  Taxes:  A  Practical  Qulde. 


By  E.  M.  KoNSTAM. 
(Of  the  Inner  Temple,  Barrister-at-Law.) 


London,  1906  :  Butterworth  &  Co. 
This  little  work,  although  it  does  not,  as  suggested  by  its 
somewhat  too  comprehensive  title,  deal  with  the  subject  of 


rates  and  taxes  at  large,  nevertheless  furnishes  us  with  a 
very  readable  account  of  such  as  fall  within  its  scope — viz., 
those  incidental  to  real  property. 

The  subject  of  Rates  is  conveniently  discussed  in  three 
parts,  the  first  of  which  deals  with  Rates  outside  the  Metro- 
polis, the  second  with  Rates  within  the  Metropolis,  whilst  the 
third  treats  of  varfous  matters  common  to  both  the  pre- 
ceding heads. 

A  fourth  rather  subsidiary  part  is  devoted,  under  the 
somewhat  imposing  head  of  "  Imperial  Taxes,*'  to  the  con- 
sideration of  the  Income  or  Property  Tax  as  assessed  under 
Schedules  A  and  B,  and  of  the  Inhabited  House  Duty. 

As  an  outline  sketch  of  the  subjects  with  which  it  pro- 
fesses to  deal  we  consider  the  book  of  considerable  merit, 
and  together  with  its  very  full  Index  of  Statutes  it  may  well 
serve  as  a  useful  epitome  of  that  branch  of  law. 

Works  of  this  kind,  however,  necessarily  suffer  from  the 
defects  of  their  merits,  and  whilst  the  student  and  layman 
may  well  be  content  with  the  general  view  of  the  subject 
which  they  afford,  the  professional  lawyer  can  rarely  rely 
on  their  unsupplemented  aid  in  actual  practice. 

The  Index  is  indeed,  as  its  author  suggests,  full,  but 
unfortunately,  owing  to  an  entire  disregard  of  alphabetical 
arrangement  in  its  sub-headings— an  all  too  common  fault 
to  which  we  often  have  to  allude — its  usefulness  is  thereby 
greatly  detracted  from. 


jTatlurcB  an^  Sills  ot  Sale  in  JEngland 
and  TRnales* 

According  to  Kemp*s  MereantiU  GaxetU^  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  May  25th,  was  175,  viz. : — 
Mew  Bankruptcy  Proceedings  published  in  the  LonioM  GaMttU, 
93 ;  Deeds  of  Arrangement  registered,  82.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were  : 
Bankruptcies,  104;  Deeds  of  Arrangement,  92— total,  196; 
being  a  decrease  of  21.  The  total  number  of  commercial 
failures  recorded  during  the  21  weeks  of  the  present  year  is 
3,544 ;  the  total  number  recorded  in  the  corresponding  21 
weeks  of  last  year  was  3,791,  showing  a  decrease  of  247. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
May  25  th,  was  146.  The  number  in  the  corresponding  week 
of  last  year  was  159,  showing  a  decrease  of  13.  The  total 
number  filed  during  the  2Z  weeks  of  the  present  year  is 
3,182  ;  the  total  number  filed  in  the  corresponding  2z  weeks 
of  last  year  was  3,550,  showing  a  decrease  of  368. 


Debentures. 


The    Mortgages    and    Charges   registered^  ^Ql^yiS 
companies    in    England    and    Wales    during    the   week 


716 


THE     ACCOUNTANT 


June  2,  1906. 


ending  Friday,  May  25th,  amounted  to  ;(i. 322.068,  by  way 
of  addition  to  ;f2,o57,i54,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ;fi)35i.975.  showing  a  decrease  of 
;f29,907.  The  total  amount  registered  during  the  21 
weeks  of  the  present  year  was  ;f36,288,3i2  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  ;£'3i,oi5,576  for  the  corresponding  21  weeks 
in  1905,  showing  an  increase  of  ;£'5»272.736. 


The  Profession  in  Scotland. 


PeFBonaL 

Messrs.  R.  B.  McCaig  &  Mitchell,  accountants,  have 
removed  from  183  West  George  Street,  Glasgow,  to  the 
Edinburgh  Life  Buildings,  121  St.  Vincent  Street  there. 


COURT    OF    SESSION. 


EdiiibiiP|{h— Outer  House. 


Before  Lord  Johntton. 

May  25. 
OhAvlM  BlmoB  RomeBM  (JamM   Allioii*t   TraatM)    y. 
The  Bcottith  Union    and  National  Insupanoe  Co.  aiid 

othen. 

Sequestration — Trustee's  Claim  for  Shares. 
In  this  action  the  pursuer  asked  for  declarator  that  150 
''A"  shares  of  the  Scottish  Union  and  National 
Insurance  Company  which  stand  in  their  books  in  the 
names  of  James  Alison.  Alexander  Alison,  and  John 
Alison,  executors  of  the  deceased  James  Alison,  merchant, 
Leith,  belonged  to  him,  and  were  his  property  as  trustee 
on  the  sequestrated  estate  of  James  Alison,  Junr.,  and  that 
he  was  entitled  to  payment  of  all  dividends  which  had 
accrued  to  the  shares  and  were  unpaid.  The  shares 
belonged  to  James  Alison,  Senr.,  who  died  in  1836,  leaving 
a  will  in  which  he  directed  that  his  estate  should  be 
divided  amongst  his  sons  and  daughters,  his  oldest  son, 
James  Alison,  to  receive  the  heritage  and  such  portion  of 
the  movable  estate  as  would  be  sufficient  to  make  his  share 
twice  as  great  as  that  of  each  of  the  others.  In  1846  the 
shares  were  registered  in  the  books  of  the  company  in  the 
names  of  the  executors  of  James  Alison,  Senr.  The  estates 
of  one  of  these,  James  Alison,  Junr.,  were  sequestrated  in 
1847,  and  the  pursuer  was  trustee  on  his  sequestrated 
estate,  having  been  appointed  in  1895,  on  the  death  of  the 
then  trustee.  The  pursuer  contended  that  the  estates  of 
James  Alison,  Senr.,  were  divided  amongst  the  members 
of  his  family,  in  accordance  with  the  provisions  of  his  will, 
in  the  year  1837,  and  that  James  Alison,  Junr.,  received 
the  shares  in  question  as  part  of  his  share,  and  that  they 
now  formed  part  of  his  sequestrated  estate.  The  action 
was  defended  by  the  executors  under  the  will  of  Mrs.  Ann 
Alison  or  Anderson,  one  of  the  daughters  of  James  Alison, 


Senr.,  who  denied  that  there  was  a  full  and  final  division 
of  his  estates  amongst  the  beneficiaries,  or  that  James 
Alison,  Junr..  received  the  shares  in  question,  and  averred 
that  they  still  formed  part  of  the  executry  estate  of  James 
Alison,  Senr.  The  defenders  were  confirmed  as  executors 
of  James  Alison,  Senr.,  on  17th  August  1905.  Proof  wis 
led  on  28th  February. 

Lord  Johnston  assoilzied  the  defenders  from  the  con- 
clusions of  the  action,  holding  that  there  was  no  satisfac- 
tory evidenoe  to  show  either  that  the  estates  of  James 
Alison,  Senr.,  had  been  divided  amongst  his  childten,  or 
that  the  shares  in  question  became  the  property  of  James 
Alison,  Junr.,  and  that  the  whole  facts  and  circumstances, 
and  in  partictilar  the  fact  that  James  Alison,  Junr.'s, 
bankruptcy  trustee  never  took  any  steps  to  realise  or 
ingather  said  shares,  created  a  strong  presumption  the 
other  way.       _^____,^^^__^^^^^^^__ 

Xanfi  Hate  ot  sneconnt 
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Xeadfno  Htticles. 


The  Outlook  of  Accountancy. 


TTHE  presidential  address  given  by  Mr.  Eric 
^  M.  Carter,  F.C.A.,  to  the  members  of 
the  Birmingham  Chartered  Accountant  Stu- 
dents' Society  a  short  time  since — a,  full  report 
of  which  appeared  in  our  issue  of  the  28th 
April  last — is  one  that  is  eminently  characteristic 
of  the  speaker,  evidencing  as  it  does  a  con- 
siderable amount  of  care  and  trouble  in  its 
preparation,  and  containing  not  a  few  ideas 
which  we  venture  to  think  the  majority  ot  our 
readers  must  regard  as  novel,  whether  upon 
reflection  they  agree  with  them  or  not. 

The  key-note  of  Mr.  Carter's  paper  would 
appear  to  be  that  inasmuch  as  the  profession 
of  accountancy  has  changed  greatly  in  character 
during  its  short  life,  there  is  no  guarantee  that 
further  and  equally  important  changes  will  not 


follow  in  due  sequence. 
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mind  that  in  1880  practically  everyone  who 
had  any  pretensions  to  being  an  accountant, 
and  a  fair  number  besides,  were  admitted  into 
the  ranks  of  the  Institute,  which  then 
numbered  some  500  all  told,  and  reflect  that 
at  the  present  time  the  Institute  comprises 
something  like  3,500  members  (while  the 
Society  contributes  something  like  2,000  more, 
irrespective  of  its  members  abroad)  must 
admit  that  at  all  events  in  the  direction  of 
growth  there  have  been  enormous  advances 
during  the  past  quarter  of  a  century.  Nor 
have  these  advances  been  confined  to  mere 
numbers.  Notwithstanding  the  fact  that  a 
practitioner's  expenses,  whether  in  rent,  rates, 
or  salaries,  have  enormously  increased  during 
the  same  period  of  time,  and  while  in 
no  case  has  the  scale  of  accountants'  fees 
been  increased,  it  will  be  admitted  that, 
speaking  generally,  accountancy  is  more  pros- 
perous now  than  in  1880 — a  state  of  affairs 
which  admits  of  only  one  possible  explanation, 
namely,  that  the  services  of  accountants  are 
more  extensively  utilised  by  business  men 
than  was  formerly  the  case.  It  is  true  that 
bankruptcy,  which  was  formerly  the  sheet- 
anchor  of  a  certain  number  of  practitioners, 
has  now  taken  a  back  place,  but  we  are 
inclined  to  question  whether  there  has  been 
any  decrease  in  the  volume  of  such  work 
itself.  For  any  effective  comparison  to  be 
made  it  must  be  borne  in  mind  that  whereas, 
say,  in  1880  bankruptcy  work  represented  for 
all  practical  purposes  the  whole  of  insolvency 
practice,  at  the  present  time  such  practice  is 
divided  into  bankruptcy,  deeds  of  arrangement, 
company  liquidation,  and  receiverships.  The 
last  three  forms  have,  of  course,  always  existed, 
but  it  is  only  of  quite  recent  years  that  they 
have  assumed  anything  like  their  present  pro- 


portions, and  therefore — quite  irrespective  of 
any  question  of  officialism — it  would  be  hardly 
surprising  if  the  amount  of  actual  bankruptcy 
work  that  has  to  be  done  at  the  present  time 
should  be  slightly  less  than  twenty-five  or 
thirty  years  ago.  The  insolvency  practice  of 
the  profession,  taken  as  a  whole,  has  certainly 
suffered  no  serious  decline. 

It  is  however,  of  course,  upon  what  may 
be  called  the  pure  accountancy  side  that 
the  most  notable  extension  has  taken  place. 
In  part,  no  doubt,  this  is  owing  to  the 
enormous  increase  in  the  number  of  limited 
liability  companies  carrying  on  ordinal}' 
commercial  or  manufacturing  businesses,  but 
probably  it  is  more  because  the  tendency 
of  the  times  is,  as  Mr.  Carter  points  out,  all 
in  favour  of  the  concentration  of  business  into 
the  hands  of  a  comparatively  few  large  under- 
takings— a  process  which  would  be  absolutely 
impossible  without  properly  organised  systems 
of  control  which  the  professional  accountant 
is  alone  able  to  inaugurate  and  supervise  with 
success.  Personally  we  do  not  share  Mr. 
Carter's  fear  that  auditing  will  be  handed 
over  to  officials,  as  bankruptcy  work  has 
already  been,  partly  because  (as  we  have 
endeavoured  to  show)  the  advent  of  officialism 
in  insolvency  practice  has  really  done  accoun- 
tants far  less  harm  then  was  at  one  time  feared, 
and  partly  because  there  are  at  the  present 
time  no  indications  of  any  general  desire  to 
substitute  official  for  professional  audits.  On 
the  contrary,  so  far  as  the  matter  can  be 
described  as  of  public  interest,  the  tendency 
would  certainly  appear  to  be  to  abolish  official 
audits,  which  have  been  found  to  be  singularly 
ineffective  in  practice,  and  to  substitute  for 
them  proper  audits  really  worthy  of  the  name, 
conducted  by  properly  qualified  accountants. 
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We  do  not  personally  regard  the  accountant 
as  a  sort  of  nondescript  person  who  owes  a 
temporary  and  precarious  existence  to  the  fact 
that  as  yet   men   of  business  have  been   too 
much  occupied  in  extending  their  affairs  to  be 
able  to  acquire  the  necessary  skill  and  experi- 
ence to  look  after  them  in  all  particulars.    The 
progress    of    accountancy    and    its    material 
success   are,   we    think,   due    to    nothing    so 
accidental,    but    to    an    underlying    principle 
which,  it  seems  to  us,  is  hardly  ever  likely  to 
become   obsolete  —  namely,  that   no   one,   no 
matter  how  experienced  and  how  far-seeing,  can 
afford  to  neglect  the  safeguard  afforded  by  the 
periodical  review  and  criticism  of  his  affairs  by 
someone  who,  being  entirely  unconnected  with 
his   business,  is   able   to   bring   an  absolutely 
unbiassed  judgment  upon  the  matter  in  hand. 
Even   if  professional   accountants  did  not  by 
their  training  possess  special  qualifications  for 
the  position  of  auditor,  it  is,  we  think,  incon- 
testable that  it  is  largely  because  their  position 
is  that  of  a  disinterested  onlooker  that  their 
services  are  so  valuable.     With  large   under- 
takings staff  audits  will   very  probably   to  an 
increasing  extent    take  the  place  of  detailed 
professional  audits,  and  it  is  quite  possible  that 
in   years  to  come  an    increasing  number   of 
members  of  the   profession   may   devote    the 
whole  of  their  time  to  the  services  of  one  par- 
ticular employer.     But  that  the  time  is  ever 
likely  to  arrive  when,  owing  to  this  perfection 
of  internal  organisation,  it  is  thought  unneces- 
sary to  continue  the  independent  professional 
audit,  we  for  our  part  certainly  do  not  believe. 
We  scarcely  agree  with  the  assertion  that  a 
business  man  must  be  a  fool  or  an  accountant 
at  thirty ;  but,  even  if  it  were  true,  he  would 
still  require   the   services  of  an   independent 
accountant  to  check  his  own  views  and  calcu- 


lations,   upon    the    same    principle    that    no 
medical  man  ever  attends  himself. 

The  extent  to  which  Mr.  Carter  has  over- 
looked   this   importance  of    independence    is 
also  shown  by  his  expression  of  opinion  that 
an  accountant  is  not  really  the  ideal  person  to 
carry  on  a  liquidation  or  business  in  financial 
distress,  but  that  a  commercial  man  who  has 
spent  his  life  in  the  details  of  a  similar  class  of 
business  would  probably  know  better  how  to 
manage  it  and  how  to  realise  it  to  the  best 
advantage.     The  insolvency  accountant   of   a 
generation  ago  had,  of  course,  been  such  a  man. 
He  is  fast  dying  out,  and  we  are  not  aware 
that  there  has  been  any  very  great  lament  in 
business  circles  at  his  demise ;  but,  however 
that  may  be,  the  business  man  of  his  time  had 
sufficient  acumen  to  see  that  the  chief  reason 
why  the  accountant   should  be   appointed  as 
trustee  or  liquidator  was  because,  being  un- 
connected   with    any  business    of   a    similar 
character,   it   was  thought   that   he   could  at 
least  be  trusted  to  carry  on  or  liquidate  the 
business  in  the   interests  of  those  concerned, 
instead  of  playing  his  own  hand.     In  many 
cases    it   would    be   unlikely   that   a   creditor 
should  satisfactorily  and  impartially  discharge 
such  duties.     When  a  creditor  accepts  such  a 
post  he  does  so  in  almost  all  cases  because  his 
voting  power  is  greater  than  that  of  all  the 
other    creditors    combined,    and    because    he 
hopes  in  that  way  to  get  a  little  of  his  own 
back.     He  would  not  usually  be  actuated  by 
a  desire  to  do  something  for  the  benefit  of  his 
competitors  in  trade. 

But  although,  for  the  reasons  that  we  have 
stated,  and  for  others  which  we  have  not  at 
present  space  to  set  out,  we  have  no  serious 
apprehension  as  to  the  continued  and  perma- 
nent vitality  of  professional  accountancy,  we 
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entertain  not  the  smallest  doubt  that  as  years 
go  by  those  who  have  qualified  as  Chartered 
Accountants  will  to  an  increasing  extent  be 
employed  in  purely  administrative  positions. 
From  the  point  of  view  of  the  student,  there- 
fore, it  is  certainly  wise  to  bear  in  mind  that 
not  every  articled  clerk  can  expect  to  become 
a  member  of  a  practising  firm,  and  that,  there- 
fore, many  other  qualifications  besides  those 
laid  down  by  the  Institute's  examinations 
may  be  highly  desirable  in  practice  as  enabling 
their  possessor  to  secure  a  better  position 
than  would  otherwise  be  open  to  him.  From, 
this  point  of  view,  if  from  no  other,  we  cordially 
approve  of  Mr.  Carter's  suggestion  that  every 
accountant  student  should  take  up  what  we 
may  call  a  second  subject,  and  as  far  as  possible 
make  himself  proficient  therein.  If  he  goes  in 
for  an  all-round  general  business  training  such 
as  that  provided  by  the  University  of  Birming- 
ham and  the  University  of  Manchester,  he  will 
certainly  find  many  positions  open  to  him  which 
would  be  closed  to  the  man  the  sum  of  whose 
qualifications  was  embodied  in  the  initials 
"  A.C.A."  If,  on  the  other  hand,  he  has  any 
special  leaning  in  some  particular  direction, 
then  unquestionably  what  we  may  call  a  first- 
class  elementary  course  in  engineering  or  some 
other  kindred  subject  would  doubtless  prove 
extremely  valuable.  While  it  is  undoubtedly 
true,  as  Mr.  Carter  states,  that  the  depart- 
mental and  costing  accounts  kept  by  large 
factories  are  now  far  in  advance  of  what  was 
attempted  a  few  years  ago,  there  can  be  little 
doubt  that  there  is  still  enormous  room  for 
improvement  in  this  direction ;  and  it  may  be 
added  that  Cost  Accounts  at  least  are  not  likely 
to  arrive  at  any  very  high  degree  of  development 
so  long  as  accountants  who  have  absolutely  no 
knowledge  of  constructive  methods,  and  care 


less  about  them,  consider  that  they  are  com- 
petent to  formulate  costing  schemes.  As  the 
only  man  connected  with  the  factory  who 
knows  anything  whatever  about  accounts,  the 
question  must,  of  course,  be  relegated  to  him  if 
it  is  to  be  dealt  with  in  any  form  at  all ;  but 
practical  observers  may  well  question  whether 
a  system  that  is  all  theory  and  no  practice  is 
likely  to  prove  more  efficient  in  the  long  run 
than  one  which  is  practical  so  far  as  it  goes, 
but  unworkable  because  put  together  without 
any  knowledge  of  the  science  of  accounts.  For 
such  a  purpose  as  this,  it  must  be  admitted  that 
both  an  accountant  and  an  engineer  are 
required.  If  accountant  students  acquire  the 
necessary  knowledge  of  constructive  work  an 
enormous  and  practically  unoccupied  field  will 
lie  before  them.  But  they  must  be  prompt  to 
seize  the  opportunity,  or  they  will  find  that  it 
has  already  been  taken  possession  of  by 
engineers,  who,  in  Birmingham  at  any  rate,  have 
already  included  a  course  of  accounting  as  part 
of  their  curriculum ;  not,  of  course,  with  a  view- 
to  making  their  graduates  competent  account- 
ants, but  with  a  view  to  giving  them  such  a 
general  training  in  accounts  as  may  enable  them 
to  know  what  they  require  and  the  advantages 
which  they  may  expect  to  derive  from  really 
efficient  and  practical  systems  of  accounting. 

In  the  space  of  this  somewhat  lengthy  article 
we  feel  that  we  have  done  but  scant  justice  to 
Mr.  Carter's  extremely  interesting  address, 
inasmuch  as  we  find  that  we  have  occupied 
ourselves  chiefly  in  combating  some  of  the 
views  that  he  has  put  forward;  but  there 
is  much  in  the  paper  now  before  us  with 
which  we  cordially  agree,  and  which  will, 
we  think,  prove  of  the  utmost  possible 
benefit  to  Mr.  Carter's  audience.  But  there 
is  little  to  be  gained  by  re^^nforcing  points 
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that  have  already  been  ably  made,  and  our 
object  has  been  rather  to  throw  some  additional 
light  upon  matters  which,  it  seems  to  us,  are 
more  debatable,  and,  therefore,  more  likely  to 
receive  the  serious  attention  of  the  maturer  of 
our  readers. 


Points  in  Company  Practice. 


117  E  had  not  at  first  intended  to  comment 
'  '  upon  the  short  papers  on  "  Points  in  Com- 
pany Practice,"  read  at  a  recent  meeting  of 
the  Manchester  Chartered  Accountants  Stu- 
dents' Society,  which  were  reported  in  our 
issue  of  the  21st  April  last,  as  any  serious 
criticism  of  a  student's  work  is  apt  to  be  need- 
lessly discouraging  to  its  author,  while  in 
general  there  exists  no  very  vital  reason  for 
combating  views  that  may  be  debatable,  unless 
such  views  be  put  forward  with  the  support 
of  a  name  which  of  itself  carries  weight  and 
authority.  An  esteemed  correspondent  has, 
however,  drawn  our  special  attention  to  the 
general  attitude  adopted  in  the  second  of  the 
two  papers  referred  to  ;  and  inasmuch  as  that 
attitude,  while  essentially  natural  to  the  young 
and  enthusiastic  student,  is  eminently  un- 
practical, we  think  it  would  perhaps  be  well 
under  the  circumstances  to  point  out  in  some 
detail  the  fallacy  which  underlies  some  of  the 
arguments. 

There  is  undoubtedly  a  distinction  between 
the  position  of  the  auditor  of  a  public  company 
and  the  auditor  to  a  private  firm,  but  that  dis- 
tinction has  nothing  whatever  to  do  with  the 
magnitude  of  the  fee  involved,  nor  is  it  an 
essential  factor  in  the  situation.  An  accoun- 
tant who  undertakes  the  duties  of  an  auditor 
must  in  all  cases  duly  discharge  those  duties. 


irrespective  of  the  amount  of  the  fee  that  he 
has  agreed  to  take,  or  of  any  instructions  that 
he  may  have  received  from  any  source  what- 
ever. But  whereas  in  the  case  of  a  company 
nothing  short  of  a  complete  audit  can  be 
permitted,  in  the  case  of  a  private  firm  it  is 
quite  competent  for  the  accountant  to  arrange 
with  his  clients  for  a  partial  investigation,  or 
partial  audit  as  it  is  called ;  and  in  such  cases 
his  responsibility  will  be  limited  to  the 
performance  of  those  duties  which  he  under- 
takes to  perform,  but  (as  appeared  from  a  case 
which  was  noted  in  our  Law  Reports  a  short 
time  since)  it  is  very  important  that  there 
should  be  a  clear  understanding  in  all  cases 
where  anything  short  of  a  complete  audit  is  to 
be  done.  It  would  be  interesting  to  know, 
moreover,  upon  what  authority  it  is  stated  that 
the  auditor  of  a  one-man  company  has  a 
distinct  liability  not  only  to  the  practically  sole 
shareholder,  but  also  to  future  outside  share- 
holders who  may  be  induced  to  subscribe  on 
fhe  strength  of  his  signed  Balance  Sheets,  and 
to  creditors  to  whom  the  Balance  Sheet  may 
be  shown  for  the  purpose  of  getting  more 
credit,  or  staving  off  pressure,  and  who  rely  upon 
his  signature  as  auditor  for  its  bona  fides.  We 
do  not,  of  course,  put  it  forward  as  a  counsel 
of  professional  conduct  that  an  auditor  need 
consider  absolutely  no  one  save  those  to  whom 
he  is  legally  responsible,  but  it  is  at  all  times 
clearly  desirable  to  distinguish  between  legal 
responsibility,  moral  responsibility,  and  profes- 
sional responsibility,  and  one  of  the  authors  has 
undoubtedly  got  these  various  forms  of  respon- 
sibility badly  mixed.  In  his  present  frame  of 
mind  he  may  not  perhaps  see  the  necessity  for 
drawing  the  distinctions  to  which  we  have 
referred,  but  he  will  no  doubt  do  so  in  good 

time;  certainly  if  he  is  ever  unfortunate  enough 
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to  commit  some  error  of  juHgment  himself, 
probably  when  a  concrete  case  arises  and  he  has 
to  make  up  his  mind  as  to  whether  or  not  the 
auditor  who  is  being  attacked  was  to  blame  or 
is  worthy  of  such  professional  support  as  can 
be  afforded  him. 

Quite  apart,  however,  from  any  question  of 
hair-splitting  as  to  the  various  shades  of 
existent  or  non-existent  responsibility,  we  have 
no  hesitation  in  saying  that  the  duty  of  an 
auditor,  from  whatever  point  of  view  it  be 
regarded,  is  invariably  to  protect  his  client, 
and  never  to  protect  his  client's  creditors.  An 
auditor  who  conspires  with  his  client  to  defraud 
the  latter's  creditors  is,  of  course,  responsible, 
and  one's  duty  towards  one's  client  need  never 
bring  one  within  measurable  distance  of  a 
criminal  conspiracy;  but  the  idea  that  it  can 
under  any  possible  circumstances  be  part  of  an 
accountant's  professional  duty  to  give  his  cHent 
away  to  creditors  is  most  mischievous,  and 
certainly  ought  not  to  be  allowed  to  go 
uncorrected.  If  an  auditor,  acting  upon  his 
chent's  instructions,  himself  makes  certain 
representations  to  that  client's  creditors,  or 
places  certain  documents  or  accounts  before 
them,  he  will,  of  course,  be  responsible  for  the 
accuracy  of  his  own  statements  and  represen- 
tations, but  it  is  no  part  of  his  duty  qua  auditor 
to  interview  creditors;  and  in  framing  his 
auditor's  report  he  is .  certainly  under  no 
obligation  to  consider  how  it  would  strike  a 
creditor  or  prospective  creditor  if  it  were 
shown  to  him.  As  a  rule  an  auditor  has  quite 
enough  to  do  to  consider  the  interests  of  his 
own  clients  the  shareholders;  and  if  in  addition 
he  bothers  about  others  with  whom  he  is  in  no 
way  concerned  there  is,  it  seems  to  us,  at  least 
some  risk  that  in  the  attempt  to  discharge  a 
magnificent  but   non-existent  public   duty  he 


may  fail  in  the  performance  of  that  duty  for 
which  he  has  been  specially  employed  and 
paid. 

Finally,  we  may  point  out  that  the  sugges- 
tion that  the  auditor's  report  is  in  general  "  the 
usual  formality  "  is  calculated  to  imply  that  the 
same  remark  applies  to  the  audit  itself.  It  is, 
no  doubt,  because  many  shareholders  regard 
the  whole  audit  as  a  formality  that  the  position 
of  auditors  is  less  satisfactory  than  it  might 
be.  Certainly  no  improvement  in  that  position 
is  likely  to  be  experienced  until  the  profession 
has  succeeded  in  educating  the  public  up  to  a 
due  appreciation  of  the  importance  of  the 
duties  an  auditor  discharges.  One  of  the  most 
important  of  those  duties  is,  however,  to 
clearly  distinguish  between  the  material  and 
the  immaterial,  between  the  essential  and  the 
unessential,  between  the  false  and  the  true. 


mieeftls  Vlotes* 


A  Haw  Bystem  ^  correspondent  writes  asking  if  we 
of  Aceount  Books,  can  give  any  further  information  with 
regard  to  the  invention  described  upon  p.  484  of  our 
issue  of  the  14th  April  last.  It  is  extremely  difficult  to 
explain  the  principle  by  the  aid  of  mere  words,  but  we 
will  endeavour  to  make  the  attempt.  In  the  ordinar>' 
process  of  adding  a  book  of  account,  the  total  of  the 
column  is  placed  at  the  foot  of  the  page,  then  carried 
forward  on  to  the  top  of  the  next  page,  and  the  process 
repeated  from  page  to  page  until  the  desired  total  is 
arrived  at.  Occasionally,  however,  each  page  is  added 
separately,  and  a  summary  then  constructed  of  the 
page  totals  in  order  to  arrive  at  the  grand  total.  Both 
methods  involve  repetitions  of  figures,  and  considerable 
risk  of  error,  but  of  the  two  doubtless  the  second  is  to 
be  preferred  in  all  cases  where  the  totals  run  into  big 
figures.  The  invention  to  which  we  have  already 
drawn  attention  consists  of  a  specially  constructed 
account  book,  which  has  the  lower  edges  of  the  pages 
cut  in  steps  of  four,  so  that  when  the  total  of  p.  i  is 
put  at  the  foot  of  the  column,  it  is  written  not  upon 

p.  I,  but  upon  the  last  line  of  p.  4,  which  is  longer  than 
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any  of  the  preceding  three.  Page  2  is  one  line  shorter 
than  p.  I,  and  its  total  is  therefore  written  upon  p.  4  on 
the  line  above  the  total  of  p.  i.  Similarly  p.  3  records 
its  total  on  p.  4,  a  line  above  p.  2,  and  the  total  of  p.  4 
itself  is  placed  upon  the  top  of  all.  Thus,  without 
any  process  of  carrying  forward  totals,  and  without 
incurring  the  risk  attendant  upon  that  process,  the 
totals  of  four  pages  are  got  together.  The  number  of  cut 
pages  might,  of  course,  be  exceeded  in  practice,  but  in 
any  event  there  must  be  some  limit,  as,  of  course,  each 
succeediog  page  prior  to  the  last  is  a  line  shorter  than 
the  others,  and  the  point  would  thus  inevitably  be 
reached  when,  instead  of  being  a  page  at  all,  it 
represented  a  mere  slip.  The  totals  ot  each  group 
of  four  pages  are  transferred  to  a  summary,  which  is 
either  a  loose  sheet  or  a  limp  book  so  arranged  that  it 
can  be  readily  placed  under  the  fourth  page,  its  last 
line  extending  below  the  bottom  of  that  page.  The 
addition  of  the  four  totals  on  p.  4  is  thus  extended 
direct  on  to  the  slip.  Similarly,  the  addition  of  the 
four  totals  on  p.  8  may  be  extended  on  to  the  slip  upon 
the  line  above  the  previous  total,  and  the  process  may 
be  continued  indefinitely.  For  certain  purposes  it 
seems  to  us  that  the  idea  is  well  worth  developing, 
and  would  be  especially  useful  in  connection  with 
Day  Books,  Stock  Books,  and  the  like,  the  totals 
of  which  often  run  into  very  large  figures.  The 
question  has  been  raised  by  a  correspondent  as 
to  what  there  is  in  this  that  can  be  made  the  subject- 
matter  of  a  patent.  For  obvious  reasons,  no  mere 
idea  can  be  patented  in  this  country.  We  under- 
stand, however,  that  the  invention  claimed  is  the  use 
of  a  book  with  the  lower  edges  of  the  pages  cut 
into  slips  with  a  view  to  facilitating  the  addition  of 
the  figures  recorded  upon  those  pages.  There  could 
be  no  valid  patent  for  the  taking  over  of  totals  upon 
an  independent  sheet  placed  conveniently  under  the 
sheet  about  to  be  added,  for  that  is  a  process  which 
has  been  in  more  or  less  general  use  in  this 
country  for  an  indefinite  period  ;  but,  so  far  as  we 
know,  the  book  cut  in  steps  has  the  merit  of  novelty, 
and  inasmuch  as  the  process  need  add  little  or 
nothing  to  the  cost  of  production,  there  is,  to  say  the 
least  of  it,  no  reason  why  the  system  should  not  receive 
a  trial.  At  the  same  time,  we  shall  be  very  much 
interested  if  any  of  our  readers  can  tell  us  whether  they 
have  ever  come  across  anything  of  the  kind  in  the 
course  of  their  practice.  The  idea  of  certain  pages  of 
a  book  being  cut  short  in  order  to  avoid  the  repetition 
of  headings  is  doubtless  familiar  to  all,  and  we  know  of 


many  cases  where  some  of  the  sheets  are  of  less  width 
than  the  rest.  We  do  not,  however,  remember  having 
observed  any  previous  case  of  pages  being  arranged  of 
various  lengths. 


Official  Aadlti. 


Several  correspondents  have  drawn 
our  attention  to  an  article  entitled 
"  Poor  Law  Scandals  and  the  Audit  Farce  "  which 
appeared  in  the  Eastern  Post  and  City  Chronicle  on  the 
26th  ult.  In  view  of  the  widespread  interest  which 
this  article  has  aroused,  we  have  thought  it  worth 
while  to  reproduce  it  in  these  columns.  We  should 
like  it  to  be  understood,  however,  that  while  doubtless 
the  statements  there  made  are  literally  true  as  to  the 
past,  they  must,  we  think,  be  regarded  as  somewhat  of 
an  exaggeration  as  applied  to  the  present  state  of 
affairs.  Official  auditors  are  still  anything  but  duly 
qualified  accountants,  but  they  do  at  least,  so  far  as 
their  attainments  will  permit,  honestly  attempt  to 
discharge  their  duties,  and  their  faults  and  indiscretions 
are  the  result  of  ignorance  and  lack  of  experience 
rather  than  of  sheer  indifference.  All  the  same,  the 
case  for  a  thorough  reorganisation  of  the  department 
is  none  the  less  strong  for  the  reasons  that  we  have 
mentioned,  and  we  hope,  therefore,  that  some  good 
may  come  out  of  our  contemporary's  exposure. 


,  .  *!.    i^t      We  are  pleased  to  observe  that  our 
Local  Auttaoritlei  '^ 

and  UnaattaorlMd  contemporary  the  Local  Government 
Borrowintfi.  Chronicle^  commenting  upon  the  recent 
decision  of  Mr.  Justice  Farwell  in  the  case  of  The 
Attorney -General  v.  de  Winton^  makes  no  effort  to  belittle 
the  irregularities  of  the  Tenby  Corporation  in  borrow- 
ing from  its  treasurer,  the  manager  of  the  local  bank, 
moneys  which  it  had  no  statutory  sanction  to  borrow  at 
all.  In  this  respect  our  contemporary  sets  a  worthy 
example  to  the  Municipal  Journal,  whose  mistaken 
zeal  for  municipalisation  in  all  its  excesses  can  of  course 
only  do  harm  to  the  cause  it  seeks  to  promote.  At  the 
same  time  it  must  be  conceded  that  under  certain 
circumstances  the  red-tape  which  surrounds  all 
municipal  borrowing  may  sometimes  prove  anything 
but  an  advantage  to  the  ratepayer  whose  interests  it  is 
supposed  to  safeguard.  At  the  time  of  writing,  the 
bailiffs  are  in  possession  of  the  Town  Hall  of  a  small 
Local  Authority  in  the  Midlands  in  pursuance  of  an 
execution  issued  by  a  contractor  for  work  done.  Owing 
apparently  to  some  oversight  the  authority  in  question 
omitted  to  secure  the  necessary  powej:^  enabline  it  to 
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raise  a  loan  sufficient  to  pay  all  liabilities  incurred,  and 
accordingly  an  execution  has  been  put  in  for  the 
balance  unpaid.  Eventually,  of  course,  the  sanction 
will  be  obtained  and  the  execution  paid  out,  but  in  the 
meantime  costs  will  necessarily  have  been  incurred 
which  will  not  come  out  of  the  pockets  of  those  owing  to 
whose  negligence  the  present  impasse  has  been  brought 
about,  but  out  of  the  pockets  of  the  ratepayers. 
They  doubtless  would  have  preferred  it  had  their 
Corporation  added  a  further  irregularity  to  the  first, 
and  satisfied  the  contractor's  demands  by  an  overdraft 
raised  upon  the  bankers.  Doubtless,  however,  in  view 
of  the  decision  in  The  Attorney-General  v.  de  Win  ton  no 
such  overdraft  could  be  obtained,  and  thus  here,  as 
always,  it  is  the  ratepayer  who  has  to  pay  the  piper 
for  the  carelessness  or  inefficiency  of  his  chosen 
representatives. 


Statistical  information  properly  applied  may  be  of  the 
greatest  practical  value ;  in  the  hands  of  those  that 
cannot  utilise  it,  and  cannot  distinguish  between  cause 
and  effect,  it  is  as  likely  as  not  to  prove  actively 
harmful. 


Btatlitioi. 


A  daily  contemporary  furnishes  certain 
particulars  as  to  the  growth   of  rail- 
ways in  the  United  Kingdom  from  1903  to  1905,  from 
which  it  draws  its  own  conclusions.     The  figures  cited 
are  uniformly  progressive,  with  the  exception  of  the 
number  of  second-class  passengers  conveyed,  which 
are  steadily  retrogressive,  being  73  millions  in  1903,  71 
millions  in   1904,  and  51   millions  in  1905,  a  falling-off 
which  is  described  as  remarkable.     One  of  the  greatest 
troubles  of  those  who  make  a  study  of  statistics,  as  of 
those  engaged  in  more  practical  problems  of  daily  life, 
is  to  distinguish  between  cause  and  effect.    Our  con- 
temporary seems  inclined  to  assume  off-hand  that  the 
number  of  persons  desirous  of  travelling  second  class 
upon  railways  is  upon  the  decline.     Before,  however, 
any  opinion  can  be  expressed  upon  this  point,  it  seems 
to  us  important  to  inquire  what  facilities  the  railway 
companies  afforded  for  this  form  of  travelling  in  each 
of  the  years  named.     It  is,  of  course,  conceivable  that 
the  second  class   is   becoming    unpopular,   but   it   is 
notorious    that  it  is  unpopular    among  railway  com- 
panies, inasmuch  as  any  class  distinction  considerably 
increases  their  working  expenses.     To  take  an  extreme 
cab.'.,  ;f  the  bf-c  nd  ci:.--  w-e  univM-srilly  abolished  the  I 
nuniber  of  p/i.^:,.  i-  --1.^  Cvuiv.-j.  cd  wujld  11  'IsnMJ-yb.-'  nil]  \ 
it  would  not,  however,  on  that   account  follow  that  no 
one  desired  to  travel  second  class.     We  mention  this 
point  not  because  its  particular  application  is  of  any 
very  special  interest  to  our  readers,  but  because   it 
illustrates  a  tendency  towards  over-hasty  generalisa- 
tion which  is  absolutely  fatal  to  all  sound  conclusions. 


An  Old  We    are    informed     that    a    Dublin 

Bankruptcy.  solicitor,  while  investigating  the  affairs 
of  a  client,  recently  discovered  that  he  was  the  repre- 
sentative of  one  of  the  assignees  in  the  bankruptcy  of 
a  merchant  which  took  place  as  far  back  as  1797. 
Further  investigations  into  this  somewhat  ancient 
bankruptcy  revealed  the  existence  of  a  sum  of  f  1,500 
to  the  credit  of  the  estate,  which,  we  are  told,  would 
enable  a  dividend  of  nearly  twenty  shillings  in  the 
pound  to  be  now  paid  to  the  creditors  of  an  eighteenth 
century  bankruptcy,  provided,  of  course,  that  they  or 
their  representatives  can  be  traced.  At  this  point  our 
information  breaks  off,  but  it  would  certainly  be 
interesting  to  know  how  it  came  about  that  so  sub- 
stantial a  sum  as  ;£'i,50o  remained  undistributed  for  one 
hundred  years.  If  it  remained  in  the  hands  of  the 
assignees  all  that  time  it  seems  to  us  that  both  the 
descendants  of  the  creditors  and  the  descendants  oi 
the  bankrupt  would  have  a  claim  to  interest,  which  in 
the  course  of  that  time  would  naturally  amount  to  a 
very  much  larger  sum.  Assuming,  therefore,  that  the 
whole  matter  is  probed  to  the  bottom,  and  that  the 
descendants  of  the  various  interested  parties  can  be 
found,  it  would  appear  that  the  next-of-kin  of  the 
Dublin  merchant  who  failed  in  1797  would  be  entitled 
to  a  very  substantial  fortune,  as  representing  the 
surplus  of  this  estate  after  allowing  for  the  difference 
between  4  per  cent,  payable  to  the  creditors  and  5  per 
cent,  recoverable  from  the  assignees. 


The  Unl¥eriUy     We  understand  that  the  University  of 
Ind  crmmeKral    New  Zealand  has  now  formulated  a 
Degreei.  course  in   Commerce  leading  to  the 

degree  of  Bachelor  of  Commerce.  Candidates,  who 
must  be  matriculated  students  of  the  University,  are 
required  to  pass  the  first  examination  not  sooner  than 
two  years  after  examination  in  the  following  subjects;— 
(i)  French  or  German,  (2)  History,  (3)  Geography, 
(4)  Economics,  (5)  Mathematics,  Physics,  Chemistry, 
or  Geology,  (6)  Accounting.  The  second  examination, 
which  must  be  taken  not  sooner  than  one  year 
after  the  first,  comprises   the    following  subjects:— 
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(I)  Commercial  Law,  (2)  Statistical  Method,  (3)  Com- 
mercial French  or  German,  (4)  Accounting,  or  one  of 
the  subjects  comprised  in  Section  5  of  the  first 
examination  not  previously  taken,  (5  and  6)  two  of  the 
following:  Actuarial  Mathematics,  Industrial  Law, 
Economic  History,  or  Currency  and  Banking.  Without 
going  into  details,  it  will  be  seen  that  the  New  Zealand 
course  differs  somewhat  from  those  prescribed  at  both 
Birmingham  and  Manchester,  bein^^  apparently  some- 
what more  academic  than  either  of  these.  On  the 
other  hand,  the  fact  that  some  science  is  compulsory 
strikes  us  as  being  in  its  favour,  inasmuch  as  the  most 
serious  danger  to  be  guarded  against  in  these  com- 
mercial degrees  is  that  of  making  them  too  commercial. 


Oimdnatod  Tazei  A  Reuter's  telegram  announces  that 
Id  Maui.  a  Bill  has  been  introduced  in  the 
colony  of  Natal  which  provides  that  incomes  up  to 
;f  500  shall  be  free  from  tax,  that  the  next  ;f  500  shall 
pay  3d.  in  the  ;f,  the  next  ;f  1,000  6d.,  the  next  /*3,ooo 
gd.,  and  incomes  beyond  j£'5tOOo  is. 


I  Ch«qaM  At  a  recent  sitting  of  the  Society  of 
inFrance.  Political  Economy  of  Paris  a  long 
discussion  took  place  on  the  use  of  crossed  cheques. 
In  this  country  and  the  United  States  the  crossed 
cheque  has,  of  course,  come  to  stay,  but  our  neighbours 
in  Gaul  appear  to  fight  very  shy  of  the  convenience, 
possibly  because  it  is  but  little  understood.  It  is  said 
that  the  unpopularity  of  the  system  in  France  is  due 
to  the  fact  that  the  person  who  accepts  the  cheque 
cannot  be  sure  of  its  being  honoured  unless  he  happens 
to  know  there  is  a  sufficient  balance  at  his  customer's 
bank  to  meet  it.  It  is  even  suggested  that  cheque 
books  should  only  be  supplied  to  those  who  can  find 
two  guarantors  for  the  validity  of  their  signature,  but 
this  would  be  very  impracticable  and  clumsy.  The 
French  merchant,  accustomed  as  he  is  to  cash  trans- 
actions, doubtless  looks  askance  at  the  new  credits,  but 
if  he  could  but  be  persuaded  to  take  his  courage  in 
both  hands,  the  use  of  the  new  medium  would  make 
itself  very  beneficially  felt  in  a  short  time. 


Points  In  1*hc  f^cts  in  the  recent  case  of  Sturgeon 
ParCnanhlp  Law.  v.  Salmon  were,  briefly: — Defendants 
were  sued  for  work  done  for  the  firm  twelve  months 
after  one  of  the  partners  in  the  firm  had  sold  his 
interest  in  the  concern  to  one  of  his  co-partners.    In 


the  articles  of  partnership  it  was  provided  that,  in  the 
event  of  any  partner  desiring  to  retire,  one  calendar 
month's  notice  in  writing  should  be  given  so  that  his 
share  might  be  purchased  by  the  remaining  partners. 
This  clause  had  not  been  complied  with,  the  third 
partner  not  being  aware  of  the  assignment  for  some 
time  and  then  he  disapproved  of  it.  It  was  held  that, 
as  proper  notice  of  intention  to  retire  had  not  been 
given,  the  partnership  continued.  The  writer  of  Legal 
Notes  in  The  Financial  Times  remarks  that  the  whole 
case  was  dealt  with  as  if  the  partnership  were  at  will, 
and  it  is  pointed  out  that  a  provision  as  to  any  length 
of  notice  to  be  given  is  inconsistent  with  the  idea  of  a 
partnership  at  will.  In  other  partnerships,  of  course, 
the  assignment  of  his  share  by  one  partner  to  another 
only  gives  the  remaining  partners  a  right  of  applying 
to  the  Court  for  an  order  for  dissolution.  The  recent 
case  of  Wheatley  v.  Smithers  raises  an  interesting  point 
as  to  whether  a  firm  of  auctioneers  is  a  trading  firm, 
the  precise  difficulty  being  a  question  of  liability  on  a 
bill  of  exchange.  Every  member  of  a  trading  firm 
would  have  an  implied  power  to  accept  bills  of 
exchange  in  the  ordinary  course  of  business,  and  in 
some  cases  usage  or  custom  may  establish  such  an 
implied  power  even  where  a  non-trading  firm  is 
concerned.  It  appears  that  the  bill  was  accepted  in 
connection  with  a  joint  adventure  outside  the  partner- 
ship business,  but  since  the  argument  was  confined  to 
the  question  of  trading,  it  is  sufficient  to  note  the 
decision  that  a  firm  of  auctioneers  is  not  a  trading  firm. 
Echoing  a  contemporary,  we  wonder  whether  a  jobber 
on  the  Stock  Exchange  could  be  said  to  be  a  trader 
though  a  broker  is  not  ? 


The  Hew  Cases  showing  evidence  of  the  Courts* 
wiBdlBtf-up     intention  to  grant  winding-up  orders, 

Praotlce.  ^^^^  where  it  appears  that  the  assets 
of  the  company  are  not  more  than  sufficient  to 
discharge  the  claims  of  the  debenture-holders,  are 
becoming  more  common  every  day.  The  latest 
decision,  in  the  case  of  In  re  The  Crigglestone  Coal 
Company,  Lim,,  indicates  that  an  unpaid  creditor  of  a 
company  which  shows  insolvency  is  entitled,  ex  dehito 
justiae^  to  a  winding-up  order  if  the  majority  of  the 
class  of  creditors  which  petitioner  represents  desire 
and  agree.  It  is  also  clear  that  an  order  will  also  be 
made  where  investigation  is  required,  or  where  it  may 
be  desirable  to  give  the  unsecured  creditors  control 

of   the   defence    to    the    debenture -holders'    action. 
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Practitioners  will  do  well  to  watch  current  reports,  for 
compulsory  orders  are  becoming  quite  fashionable. 


What  U  a  ^  certain  limited  liability  concern 
Partnerttalp?  announces  that  by  means  of  a  sub- 
concern  called  an  Amalgamated  Agency  (entirely 
separate,  however,  from  the  company),  coal  consumers 
might,  so  to  speak,  come  in  on  the  ground  floor  as 
regards  profits.  The  following  appears  to  be  the 
root  idea: — 

"  For    every  eight  tons    of   coal  which   you   order 
through  this  agency  within  a  period  of  five  years  you 
are  given  a  certificate  of  the  value  of  £1  sterling.    Each 
certificate    will    participate    in    an    estimated    yearly 
dividend  of  7 J  per  cent,  immediately  it  is  completed. 
Each  completed  certificate  will  entitle   the  holder  to 
three  shillings  per  ton  discount  off  the  ordinary  agency 
prices    on    not    more    than    two    tons    per    year   per 
certificate." 
A  first  and  final  payment  of  one  shilling  is  desired  for 
each  certificate,  and  the  agency  has  the  right  to  redeem 
the  certificates  at  £\  5s.  each,  there  being  also  a  scale 
of  surrender  values  for  those  who  cease  for  twelve 
months  to  purchase  at  least  one  ton  of  coal  through 
the  agency.     The  Financial  News  pilloried  the  point 
and  pertinently  asked  whether  or  not  the  terms  con- 
stituted a  partnership  (with  the  consequent  liability). 
We  need  not  follow  our  contemporary  through  all  the 
arguments  put  forward.     It  will  suffice  if  we  quote 
briefly:— 

**  It  is  somewhat  hard  to  distinguish  certificate-holders 
entitled  to  7}  per  cent,  per  annum  on  the  nominal  value 
of  their  certificates,  before  the  joint  managers  par- 
ticipate in  the  profits,  from  preferred  shareholders  in 
an  unlimited  company.  We  feel  no  certainty  that  a 
Judge  would  not  interpret  an  association  of  holders  of 
100,000  certificates,  on  each  of  which  a  cash  payment 
had  been  made,  as  a  company  of  over  20  persons,  and 
therefore  illegal  unless  registered  under  the  Companies 
Acts.  The  certificate-holders  have  no  voice  in  the 
management  of  the  agency  ;  but  that  afiiects  only  their 
status,  and  not  that  of  the  undertaking." 

Promptly  on  the  publication  of  the  article  in  question 
came  the  reply  of  the  solicitors  concerned  in  the 
matter,  who,  having  consulted  counsel,  sent  the  follow- 
ing summary  of  his  **  opinion  " : — 

"I  am  of  opinion  that  the  proposed  scheme  for 
enlarging  the  scope  of  this  agency  is  not  within  the 
operation  of  the  Companies  Act,  1862,  Section  4,  which 
provides  that  no  association  constituting  more  than  20 
persons  shall  be  formed,  after  the  commencement  of 
that  Act,  for  the  purpose  of  carrying  on  any  business 
(other   than    banking)  that    has    for   its   objects  the 


acquisition    of   gain    by  the    association   unless  it  is 
registered  as  a  company  within  the  Act. 

The  object  of  this  restriction  was  to  prevent  the 
mischief  arising  from  large  trading  undertakings  being 
carried  on  by  large  fluctuating  bodies,  so  that  persons 
dealing  with  them  did  not  know  with  whom  they  were 
contracting.  Now,  here,  this  object  is  not  contem- 
plated. The  agency  carry  on  the  business  quite 
irrespective  of  the  proposed  trustees  for  the  certificate- 
holders,  and  without  consultation  with  or  authority 
from  the  certificate-holders. 

If  the  scheme  is  worked  out  on  the  footing  mentioned 
to  me  in  conference,  I  do  not  think  that  there  can  be 
any  suggestion  of  a  partnership  between  the  agency  and 
the  certificate. holders  of  the  trustees,  so  as  to  render 
eUher  the  certificate-holders  or  the  trustees  liable  as 
co-partners  with  the  agency." 

The  point  is  an   interesting   one,  and    it  would  be 

instructive  to  have  it  well  threshed  out. 


Ctttrent  Xaw. 


Company    Law. 
In  re  Ehrmann  Bros.,  Lim,  Joyce,  J. 

An  order  made  under  Section  15  of  the  Companies 
Act,  1900,  extending  the  time  for  the  registration  of 
debentures  does  not  grant  a  preference  to  debenture- 
holders  over  the  claims  of  unsecured  creditors  whose 
debts  have  accrued  prior  to  the  registration.  In  re 
Anglo-Oriental  Carpet  Co,,  Lim.,  followed  with  regret. — 
{Times,  June  i.) 


CorresponOence  anO  EnQutrfes. 


All  commualcations  to  the  Editor  should  be 
by  letter  only. 


[We  are  at  all  times  ready  to  insert  correspondence  9n 
matters  of  interest  to  the  Profession^  but  we  do  not  of  couru 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents^  not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faith."] 


Re  Smith  v.  Sheard. 

(To  the  Editor  of  The  Accountant,) 
Sir,— I  read  the  report  of  the  above  case  in  your  last 
week's  issue  with  great  interest,  ancHks  the  distinction 
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between  a  "  complete"  and  a  "partial"  audit  is  one  of 
no  little  importance  to  accountants  practising  in  this 
country,  I  trust  the  matter  will  be  taken  up  vigorous]}- 
with  a  view  to  a  new  trial,  for  instance,  should  such  a 
course  now  prove  possible. 

Your  leading  article  appears  to  me  to  deal  fully  and 
fairly  with  the  point  at  issue,  which,  of  course,  has 
nothing  to  do  with  the  nature  of  the  contract  made 
with  Mrs.  Smith *s  creditors ,  and  I,  for  one,  shall  be 
glad  to  contribute  (say)  five  guineas  to  the  cost  of 
having  the  decision  tested. 

By  the  way,  is  this  not  a  case  in  which  the  English 
Institute  could  take  an  effective  part  ? 

Yours  faithfully, 
Dublin,  ^oth  May  1906.  JOHN  MACKIE. 


The  Society  of  Accountants  and  Auditors. 

{To  ike  Editor  of  The  Accountant) 
Sir, — ^To  an  ordinary  person  it  would  seem  that 
when  there  is  a  controversy,  both  parties  to  which 
being  desirous  of  settling,  there  should  be  no  state- 
ments made  which,  offensive  in  themselves,  cannot  be 
proved  to  the  hilt. 

There  is  such  a  statement  in  your  issue  of  to-day, 
where,  referring  to  the  Society  of  Accountants  and 
Auditors,  you  say  **  it  must  be  admitted  that  it  includes 
no  practitioner  of  first-class  insolvency  practice." 

It  is  not  admitted.  It  is  denied.  Any  Chartered 
Accountant,  say  in  Manchester,  giving  it  as  his  opinion, 
would  be  laughed  at  by  his  confreres,  if  indeed  an 
accountant  could  be  found  so  blind  to  everyday 
occurrences. 

Yours  faithfully, 

ONE  OF  THE  SMALLER  FRY. 
RochdaU,  2nd  June  1906. 

[We  have  no  desire  to  indulge  in  personalities,  but  if 
it  should  be  necessary  to  go  to  the  provinces  for  an 
example,  we  think  our  contention  must  be  regarded  as 
proved. — Ed.  Aut,] 


Tlie  Cliartered  Societies  Bill. 

{To  the  Editor  of  The  Accountant.) 

Sir, — I  agree  with  your  remarks  that  it  is  only  right, 

fair,  and  honest  that  persons  who    falsely  represent 

themselves  as  members  of  a  learned  society  of  which  in 

point  of  fact  they  are  not  members,  should  be  restrained 


from  continuing  to  perpetrate  that  fraud.  But  would 
the  Bill  do  that  ?  It  certainly  would  not  prevent  persons 
who  are  partners  from  using  the  description  "  Chartered 
Accountants,"  when  only  one  of  the  firm  was  a 
Chartered  Accountant.  It  is  well  known,  and  seems  to 
me  nothing  short  of  a  disgrace,  that  many  firms  call 
themselves  "Chartered  Accountants"  which  have  no 
right  to  designate  the  firm  by  such  a  description.  One 
member  may  be  a  C.A.,  the  other  member  may  be  a 
stockbroker,  a  capitalist,  or  even  an  ex-tailor,  or  a  man 
who  has  been  *'  plucked  "  in  his  exams.,  yet  the  firm  is 
called  "  Chartered  Accountants."  This  is  no  doubt  a 
far-reaching  question,  as  it  affects  many  firms,  but  until 
it  is  honestly  faced  by  the  Councils  of  the  Chartered 
Accountant  Societies,  they  have  no  right  to  pose  as 
censors  of  other  people.  It  is  not  enough  to  say  that 
for  the  future  this  is  to  be  put  right.  So  long  as  it  is 
possible  for  two  men  to  join  in  partnership,  one  a  C.A., 
and  the  other  not,  and  that  firm  to  be  called  *'  Chartered 
Accountants,"  so  long  will  it  be  impossible  for  the 
Chartered  bodies  to  feel  they  are  not  parties  to  a 
"  fraud." 

I  would  also  like  to  point  out  that  the  memorandum 
attached  to  the  Chartered  Societies  Bill  is  very  mis- 
leading, even  as  an  ex  parte  statement.  It  is  stated  that 
the  object  of  the  Bill  is  inter  alia  for  the  purpose  of 
improving  the  "  training  "  of  the  professions  represented 
by  the  Chartered  Societies  and  Institutes.  There  is 
not  one  word  in  the  Bill  as  to  "training."  Further 
reference  is  made  to  the  "  professional  designations," 
and  "  distinctive  initials "  which  they  are  entitled  by 
virtue  of  their  Charters  to  use.  So  far  as  the  Scottish 
Chartered  Accountants  are  concerned,  they  have 
nothing  in  their  Charters  to  warrant  the  use  of 
distinctive  initials. 

As  a  member  of  one  of  the  Chartered  Societies  said 
to  be  interested  in  the  promotion  of  the  Bill  I  must  say 
I  have  never  heard  the  slightest  suggestion  of  any 
urgent  need  for  it,  and  until  the  Councils  of  the 
Chartered  Accountant  Societies  honestly  face  this 
question  and  purge  their  own  households  of  firms  which 
misrepresent  themselves  as  "  Chartered  Accountants  " 
when  they  are  not,  they  can  never  expect  Parliament  to 
listen  to  them.  The  whole  question  shows  the  urgent 
need  of  something  being  done  to  put  the  profession  as 
a  whole  on  a  sound  business-like  basis. 


4/A  June  1906. 
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Accountancy  in  Australia. 

(To  the  Editor  of  The  Accountant.) 
SiRj—In  your  "  Weekly  Notes  "  of  the  17th  March, 
under  the  headiDg  of  *'  Accountancy  in  Australia,'* 
you  state  that  "  it  may  be  of  interest  to  our  readers  to 
"  learn  that  the  Heralds'  College  has  issued  a  coat  of 
"  arms  for  the  accountants  in  Australia,  which  has  been 
"  duly  forwarded  through  the  Colonial  Office  to  the 
*'  representatives  of  the  different  States." 

In  order  to  avoid  any  misapprehension  on  the  part 
of  your  readers — particularly  your  Australian  readers — 
I  will  thank  you  to  correct  the  above  statement.  The 
facts  are  as  follows.  The  Patent  of  Arms  referred  to 
was,  by  virtue  of  the  warrant  of  the  Earl  Marshal  of 
England,  assigned  by  the  Garter  King-at-Arms  to  the 
Fellows  of  the  Corporation  of  Accountants  of  Australia, 
and  was  forwarded  by  the  College  of  Arms  through  the 
Colonial  Office  to  our  State  Agent-General  in  London, 
who  has  forwarded  it  to  Sydney.  Arrangements  are 
now  being  made  for  the  Patent  to  be  officially  handed 
by  our  State  Governor — Sir  Harry  Rawson — to  the 
Council  of  the  Corporation  of  Accountants  of  Australia. 

Thanking  you  in  anticipation, 

I  am,  dear  Sir,  yours  faithfully, 

S.    J.    CARRUTHERS, 
Hon.  Secretary, 
The  Corporation  of  Accountants  of  Australia. 
Sydney ,  %Slh  April  1906. 

Abortive  Company:  landlord's  Ri^rht  of  Distress. 

fTo  the  Editor  of  The  Accountant.) 
Sir, — I   shall  be  glad    if   you  will  give   me    your 
advice  on  the  following  questions  : — 

A  limited  liability  company  goes  into  voluntary 
liquidation  on  the  19th  May  1906.  The  company  had 
only  been  registered  a  few  months.  It  took  over  a 
business  which  was  carried  on  formerly  by  the  vendor 
to  the  company,  and  the  company  agreed  to  pay 
certain  claims  of  the  vendor  which  included  the  rent 
of  the  premises  he  occupied.  The  company  did  not 
make  any  arrangements  for  tenancy  with  the  landlord, 
but  continued  to  use  the  premises  of  which  really  the 
vendor  was  still  the  tenant.  A  quarter's  rent  was  due 
on  March  29th  last,  and  has  not  been  paid.  The 
landlord  to-day  levies  a  distress  for  this  quarter's  rent 
on  the  goods  belonging  to  the  company  which  are  on 
Vese  premises  of  which  the  vendor  to  the  company 


was  the  tenant,  and  which  the  company  was  occupying, 
but  had  not  made  any  tenancy  arrangements  with  the 
landlord,  but  was  simply  continuing  in  the  same 
tenancy  as  the  vendor  to  the  company.  Seeing  that 
the  company  is  now  in  liquidation,  has  the  landlord  a 
right  to  now  levy  a  distress  for  this  quarter's  rent 
which  was  due  on  March  29th  last  ? 

The  distress  warrant  is  made  out  to  the  vendor  to 
the  company,  but  they  have  distrained  upon  the  goods 
belonging  to  the  limited  company.  Can  the  landlord 
do  this  ? 

I  am,  yours  faithfully, 


^ist  May  1906. 
[Yes. — Ed.  Acct, 


G.  B. 


Xlbe  institute  of  Cbarteret)  Bccountaitts 
in  EnoUno  anO  Males* 


At  a  meeting  of  the  Council,  held  on  Wednesday,  the 
6th  June  1906,  at  the  Hall  of  the  Institute,  Moorgatc  Place, 
E.C.,  there  were  present : — Mr.  John  Gane  (President),  in 
the  chair,  and  subsequently  Mr.  W.  B.  Peat,  on  his  election 
as  President,  Mr.  J.  B.  Ball  (Vice-President),  and  Messrs.  W. 
Ashworth.  J.  W.  Barber,  J.  H.  Blackburn,  W.  Blease,  E.  M. 
Carter,  Ernest  Cooper,  Sir  John  Craggs,  Mr.  E.  Edmonds, 
Sir  Walter  Fisher,  Messrs.  J .  Ford,  A.  H.  Gibson,  T.  Gr^ory, 
J.  G.  Griffiths,  J.  E.  Halliday,  J.  S.  Harmood-Banner,  M.P., 
A.  C.  Harper.  D.  Hill,  W.  C.  Jackson,  F.  A.  Jenkins,  C. 
Fitch  Kemp,  G.  Walter  Knox,  A.  O.  Miles,  F.  J.  Saffer}', 
T.  G.  Shuttleworth,  G.  Sneath,  W.  A.  Stone,  J.  M.  Wade, 
T.  A.  Welton,  F.  Whinney,  T.  Wise,  J.  W.  Woodthorpc. 
and  F.  J.  Young. 

Mr.  W.  B.  Peat  was  elected  President,  and  Mr.  J.  B.  Ball 
was  elected  Vice-President. 

A  vote  of  thanks  was  passed  to  the  late  President  (Mr. 
John  Gane)  for  his  services  during  the  past  year. 

The  Examination  Committee  reported  the  following  notices 
for  the  Examinations  in  May  and  June  : — 

Intermediate,  22nd  and  23rd  May  1906  . .  195 
Final,  29th,  30th,  and  31st  May  1906. .  . .  183 
Preliminary,  12th.  13th.  and  14th  June  1906     185 

The  following  Committees  were  s^molpted  for  the  ensaing 
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{President  and  Vice-President  ex-officio  members  of  all  Committees.) 


Applications. 

Ball.  J.  B. 
Blackburn.  J.  H. 
Bowden,  T. 
Carter,  E.  M. 
Edmonds,  E. 
Gibson,  A.  H. 
Hailiday,].  E. 
Harper,  A.  C. 
Kirby,  H.  Woodburn 
Pleader.  W. 
Shuttleworth,  T.  G. 
Sneath.  G. 
Wade,  J.  M. 
VVoodthorpe,  J.  W. 


Examination. 

Ball,  J.  B. 
Barber,  J.  W. 
Bov^-den,  T. 
Fox,  W.  H. 
Gane,  J. 
Gibson,  A.  H. 
Gordon,  J. 
Gregory,  T. 
Halliday,  J.  E. 
HUl,  D. 

Kirby,  H.  Woodburn 
Kiiox,  G.  Waller 
Pixley,  F.  W. 
Plcnder,  W. 
Saffcry,  F.  J. 
Shuttleworth,  T.  G. 
Wade.  J.  M. 
Wise,  T. 
Young,  F.  J. 


Finance. 


Barber,].  W. 
Blease,  W. 
Bowden,  T. 
Carter,  E.  M. 
Craggs,  Sir  John 
Ford,  J. 
Gordon,  J. 
Gregory',  T. 
Hardcastle,  B.  W. 
Hill,  D. 
Jenkins,  F.  A. 
Miles,  A.  O. 
Stone,  W.  A. 
Young,  F.  J. 


investigation. 

Ash  worth,  W. 
Blease,  W. 
Halliday,  J.  E. 
Hardcastle,  B.  W. 
Harmood-Banner,  J.  S. 
Jackson,  W.  C. 
Knox,  G.  Walter 
Miles,  A.  O. 
Pixley,  F.  W. 
Sneath,  G. 


Investigation  (continued) 

Waterhouse,  E. 
Welton,  T.  A. 
Wise,  T. 


Library  and 
Publication. 

Fox.  W.  H. 
Hardcastle,  B.  W. 
Jackson,  W.  C. 
Pixley,  F.  W. 
Saffery,  F.  J. 
Woodthorpe,  J.  W. 
Young,  F.  J. 


General  Purposes. 

The  Chairmen  of  the  other 
Committees,  and 

Cooper,  Ernest 
Edmonds,  E. 
Fisher,  Sir  Walter 
Gane,  J. 
Griffiths,  J.  G. 
Harper,  A.  C. 
Kirby,  H.  Woodburn 
Knos,  G.  Walter 
Miles,  A.  O. 
Peat,  W.  B. 
Shuttleworth,  T.  G. 
Sneath,  G. 
Whinney,  F. 


Parliamentary  and 
Law. 

Cooper,  Ernest 
Craggs,  Sir  John 
Ford,  J. 
Griffiths,  J.  G. 
Harmood-Banner,  J.  S. 
Kemp,  C.  F. 
Knox,  G.  Waltar 
Miles,  A.  O. 
Murray,  A. 
Peat,  W.  B. 
Pixley,  F.  W. 
Waterhouse,  E. 
Welton,  T.  A. 
Whinney,  F. 


Students  Societies* 
QranU. 

Griffiths,  J.  G. 
Kirby,  H.  Woodburn 
Knox,  G.  Walter 


The  Secretary  reported  the  death  of  Mr.  A.  Wakley, 
A.C.A.,  London. 

At  a  special  meeting  of  the  Council,  held  on  the  2nd  May 
1906,  Mr.  Thomas  Frederick  Armstrong,  A.C.A.,  of  14  Iron- 
monger Lane,  E.C..  >^as  excluded  from  membership  of  the 
Institute. 


IRetHewB. 


Tlie  Dixondaie  Lishtnins;  Ledger. 


The  London  Printing  and  Stationery  Co.,  20  Whitecross 
Place,  Finsbury  Square,  E.C. 

The  form  of  Ledger  now  before  us  is  evidently  designed 
to  compete  with  the  Loose-Leaf  Ledgers,  which  are  now 
becoming  so  popular,  and  it  must  be  admitted  that  it 
presents  an  amount  of  elasticity  which  we  had  not  pre- 
viously thought  was  practicable  within  the  limits  of  a 
bound  book.  So  far  as  it  is  possible  to  describe  a  device 
of  this  description  without  the  aid  of  diagrams,  we  may 
mention  that  the  Ledger  is  framed  upon  the  line  that  there 
is  an  index  cut  right  through  it,  space  being  provided  for 
fifty  accounts  for  each  pair  of  letters,  regarding  the 
alphabet  for  this  purpose  as  consisting  of  twenty-two 
letters.  Each  guide  page  provides  a  vowel  index  for  that 
section,  and  there  is  a  further  number  index  cut  inside  the 
letter  index,  so  that  every  page  of  the  alphabetical  section 
at  which  the  Ledger  is  open  is  in  sight  and  can  be  turned  to 
instantly.  The  difficulty  experienced  with  all  bound 
Ledgers  of  dealing  with  long  accounts  is  met  by  providing 
150  further  pages  at  the  end  of  the  Ledger,  to  which  long 
accounts  can  be  transferred.  With  these  also  there  is  a 
numerical  index  cut  right  through  the  margin,  so  that  the 
pages  can  be  referred  to  far  more  expeditiously  than  is 
capable  with  any  form  of  Ledger,  other  than  the  Card 
Ledger,  of  which  we  are  acquainted.  The  Dixondaie  does 
not,  of  course,  get  over  the  most  serious  objection  to  a 
bound  Ledger — ^namelyi  the  trouble  involved  in  opening  a 
new  Ledger  iioxti  ti^^  *^  ^"^* — ^^^  within  its  limitations  it 
will  certainly  v^  {Q\)Xi^  m^ost  uselul.    ^^ 
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"Your  Business  at  a  Qlance"  Account  Book. 


By  A.  L.  Dixon  McIntosh. 

Londoiii  1906 :  The  London  Printing  and  Stationery  Co., 
20  Whitecross  Place,  Finabury  Square,  E.G. 

Price  IS.  net. 

This  is  one  of  the  numerous  devices  produced  from  time 
to  time  with  a  view  to  enabling  small  tradesmen  to  prepare 
their  own  Balance  Sheets  and  Profit  and  Loss  Accounts. 
The  practical  difficulty  in  the  way  of  the  success  of  such 
devices  is  that  the  average  tradesman  is  not  sufficiently 
interested  in  the  matter  to  appreciate  the  desirability  of 
reliable  accounts.  If  he  were,  he  would  not  stop  short  at 
an  expenditure  of  one  shilling,  but  would  employ  profes- 
sional assistance,  which  in  these  days  can  readily  be 
obtained  at  a  nominal  price.  He  might  then  not  merely 
have  before  him  reliable  figures  showing  the  position  and 
progress  of  his  business,  but  might  also  have  properly 
explained  to  him  the  true  significance  of  the  figures  so 
disclosed. 


EsBentfal  dtualtfications  for  tbe  public 
accountant 


By  Thomas  P.  Ryan,  C.P.A. 


Address  delivered  at  New  York   University   School  of 
Commerce,  Finance  and  Accounts,  April  loth  1906. 


Our  business  this  evening  is  an  attempt  to  airive  at  a 
knowledge  of  the  qualities  requisite  to  success  in  the  pro- 
fession of  public  accountancy,  which,  like  every  other 
profession  or  calling,  has  its  own  fundamental  requisites, 
and  briefly  to  analyse  them  and  the  results  obtained  by 
their  possession. 

Probably  in  no  previous  age  were  men  called  upon  for 
greater  knowledge  in  relation  to  whatever  field  of  work 
in  which  they  may  be  engaged.  Consequently,  the  man 
seeking  prominence  should  be  equipped  with  a  good 
education,  as  it  is  no  longer  a  question — all  other  things 
being  equal — who  has  the  advantage  as  between  the  college- 
educated  man  and  his  less  fortunate  opponent.  This  con- 
dition has  been  brought  about  largely  through  the  con- 


stantly increasing  large  combinations  of  c^>ital,  which 
necessitate  a  higher  class  of  organisation,  superior  method* 
of  conducting  business,  and  necessarily  a  higher  and  more 
thoroughly  trained  class  of  workers.  The  greater  tb« 
degree  of  organisation,  the  greater  necessity  for  the 
accountant,  without  whom,  after  all,  little  or  no  business 
can  be  conducted  with  intelligent  knowledge. 

Now,  with  special  reference  to  the  aspirant  for  future 
success  as  a  public  accountant,  another  natural  result  of 
the  conditions  stated  is  that  he,  perforce,  must  be 
thoroughly  well  qualified  for  his  profession,  and  should 
have  such  an  education  as  to  fit  him  for  the  duties  which 
of  necessity  devolve  upon  him  ;  and  the  higher  this  degree 
of  education  the  greater  will  be  his  chance  of  success  in 
his  chosen  field  of  usefulness.  This  education  must 
naturally  include  a  very  thorough  course  in  the  theory  of 
accounts,  the  principle  of  commercial  transactions,  and  a 
knowledge  of  commercial  law.  This  is  the  training  for 
which  your  school  is  organised,  and  from  my  knowledge 
of  some  of  its  pupils  I  am  satisfied  it  is  supplying.  There- 
fore I  take  it  that  the  first  of  my  important  requirements  is 
being  attended  to  by  you. 

However,  the  days  of  school  training  soon  come  to  an 
end,  and  then  you  approach  the  important  epoch  for  which 
all  that  has  gone  before  was  merely  preparatory ;  that  is. 
your  entrance  into  business  life  with  all  its  chances  of 
success  or  failure.  Much  will  depend  on  the  training  and 
education  to  which  we  have  referred,  but  much  more  will 
depend  on  other  qualities  and  requirements,  many  of 
which  are  personal  and  without  which  no  success— either 
with  or  without  education  and  training — can  be  attaiufed. 

We  will  assume  the  student  has  been  devoted  to  his 
studies,  and  in  every  way  endeavoured  to  profit  by  his 
opportunities,  and  that  he  has  determined  upon  entering 
the  field  of  public  accountancy.  This  determination  should 
not  be  reached  until  it  is  fully  established  that  he  has  a 
particular  inclination  for  mathematics  and  accountancy  in 
general,  and  possesses  an  analytical  turn  of  mind;  and 
also  that  he  has  unusual  patience,  perseverance,  and  self- 
control.  Without  this  partiality  for  accounts,  and  the  gift 
or  quality  of  analysis,  the  student  can  hardly  obtain  any 
success  worth  mentioning  in  a  profession  which  requires 
of  its  devotees  the  patience  and  perseverance  requisite  to 
make  the  unusually  successful  doctor  of  medicine  or  the 
lawyer  who  attains  special  prominence  in  his  profession. 

Possibly  the  student  may  leave  his  studies  feeling  that 
all  he  now  requires  is  opportunity,  and  great  results  are 
sure  to  follow.  This  may  be  true,  but  rarely  can  it  be  so 
without  a  further  course  of  study  or  apprenticeship  where 
his  theories  may  be  put  to  the  test  of  actual  experience, 
lliis  experience  unquestionably  can  best  be  obtained  la 
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th«  office  of  a  practising  accountaait,  and  preferably  in  an 
office  havino;  a  variety  in  the  business  of  its  clients  rather 
than  one  devoted  to  some  special  line  or  lines.  Theory 
is  necessary  to  every  important  class  of  work  or  study, 
but  the  practical  necessities  of  varying  situations  call  for 
special  treatment ;  and  therefore,  while  we  must  study  the 
theory  of  accounts  as  laid  down  by  the  best  teachers,  yet 
u'e  must  be  prepared  for  situations  arising  for  which  our 
theories  apparently  make  no  provision.  Therefore,  my 
advice  to  the  budding  accountant  is  to  keep  his  theories 
and  methods  clearly  in  mind,  but  to  be  prepared  to  add 
much  to  his  knowledge  from  contact  with  actual  con- 
ditions as  they  confront  him.  If  he  is  fortunate  enough 
to  come  in  touch  with  men  of  long  practical  experience, 
let  him  be  prepared,  while  insisting  on  knowing  the  reason, 
to  defer  to  their  superior  judgment,  and  with  each  new 
piece  of  work  he  will  add  practice  to  theory,  and  thus 
finally  be  able  to  reconcile  the  one  with  the  other.  He 
must  not  be  impatient  to  be  intrusted  with  the  personal 
care  of  business,  but  rather  prepared  to  begin  at  the  foot 
of  the  ladder  and  climb  step  by  step  to  the  top.  His  educa- 
tion and  training  should  assist  him  to  make  the  ascent 
safely  and  quickly ;  but  if  he  is  not  prepared  to  subject 
himself  to  this  necessary  training,  which  only  experience 
can  give,  I  fear  he  i«  not  possessed  of  the  patience  neces 
sary  to  learn  how  to  obey,  without  which  he  will  never 
know  how  to  command.  There  is  "always  room  at  the 
top."  but  it  is  safer  and  surer  to  climb  the  stairs  than  to 
attempt  entrance  from  the  window  or  through  the  chimney. 

Accountancy  has  unquestiontably  held  sway  since  man 
learned  how  to  barter  and  sell.  The  manner  of  keeping 
accounts  has  progressed  as  man's  general  knowledge  of 
values  and  love  of  possession  increased,  but  there  never 
was  a  time  when  greater  attention  was  given  to  it  than  at 
present.  This  demand  for  improved  methods  of  account- 
ancy made  place  for  the  original  public  or  expert 
accountant.  It  has  grown  nowhere  more  rapidly  than  in 
our  own  country,  and  nowhere  else  are  the  opportunities 
for  the  right  men  so  alluring  or  show  greater  signs  of 
increasing.  It  has  spread  and  enlarged  its  scope  so  that 
now  the  accountant  not  only  devises  plans  of  accounting 
and  trains  the  bookkeeper  in  the  proper  use  of  h's 
suggested  plans,  but  he  is  called  upon  to  prepare  the 
figures  upon  which  the  reorganisation  of  enterprises  of  any 
magnitude  are  based,  and  to  show  the  financial  results 
likely  to  follow  certain  given  combinations  and  conditions. 

He  is  also  required  to  prepare  financial  statements  for 
his  clients  with  a  view  to  seeking  bank  credits  ;  advise  the 
business  man  not  only  as  to  his  finances,  but  indeed  in 
alm-ist  every  particular  of  his  transactions ;  to  act  as 
auditor  and  critic  of  disbursements,  aid  the  lawyer  in  the 
preparation  of  many  of  his  cases,  and,  in  short,  to  bring 
bis  general  knowledge  of  business  conditions  and  require- 


ments  into  play  in   a  thousand   ways   undreamed   of   a 
gneneration  ago. 

In  short,  the  properly  qualified  accountant  of  the  present 
day  must  be  not  only  well  grounded  in  the  theory  and 
practice  of  up-to-date  accountancy  methods,  and  the 
elucidation  of  business  conditions  as  expressed  in  figures, 
but  he  must  also  be  possessed  of  such  knowledge  of  busi- 
ness requirements  as  to  enable  him  to  be  of  expert  assist- 
ance to  the  merchant  or  financier  in  deciding  many  ques- 
tions remote  from  mere  accounts  or  profit  and  loss  results. 

He  must  be  able  to  analyse  a  financial  statement  with 
?uch  ability  and  judgment  as  to  assist  the  banker  in  grant- 
ing credits,  or  to  advise  the  intending  investor  as  to  the 
desirability  of  projects  offered  for  investment. 

He  must  also  have  sufficient  knowledge  of  commercial 
law  and  legal  requirements  to  enable  him  to  be  of  assist- 
ance to  the  lawyer  in  the  preparation  of  his  cases  when 
accounts  are  involved. 

In  short,  he  is  called  upon  to  have  qualifications  of  a 
character  more  varied,  perhaps,  than  those  required  of 
any  other  class  of  professional  or  business  man. 

As  I  have  said  heretofore,  education  and  theory  in 
accountancy  are  absolutely  essential  to  the  ambitious 
public  accountant ;  but  no  school  or  schools  can  give  the 
student  all  the  essentials  to  the  foregoing,  and  my  advice 
to  you  is  to  study  hard  and  acquire  all  you  can  during  your 
student  days  and  be  prepared  to  add  to  your  knowledge 
by  experience  when  you  finally  strike  out  into  the  active 
field.  No  accountant  can  possibly  possess  all  the  highest 
essentials  to  a  successful  career  in  his  profession  until 
after  years  of  varied  and  hard-earned  experience.  One  of 
the  gravest  dangers  to  the  aspirant  is  his  sometime  belief 
that  he  "knows  it  all "  when  through  his  college  or  school 
course,  and  I  therefore  beg  again  to  lay  particular  stress 
on  the  necessity  for  patience  and  the  curbing  of  ambition 
to  reach  the  top  of  the  ladder  in  actual  practice  by  any 
but  slow  and  sure  methods.  Rather  let  the  beginner  give 
evidence  of  a  willingness  to  learn  from  the  experience  of 
those  in  advance  of  him,  and  give  close  application  to  each 
new  class  of  work  that  presents  itself. 

So  far  we  have  somewhat  confined  ourselves  to  a  study 
of  the  effects  and  results  of  general  education,  theory  of 
accounts,  and  practical  experience,  but  to  attain  unusual 
or  more  than  ordinary  success,  however,  there  are  several 
other  qualifications  which  are  somewhat  apart  from  said 
qualities,  and  yet  are  at  least  equally  essential. 

The  accountant  must  have  "the  courage  of  his  convic- 
tions "  to  a  marked  degree.  By  this  I  mean  he  must  be 
prepared  to  show  his  findings  irrespective  of  the  effect  on 
his  personal  fortunes.  He  should  be  patient  and  careful 
in  reaching  his  conclusions,  and  once  ^aHafiedoAat  he 


Digitized  by  ^ 


O 


732 


THE    ACCOUNTANT 


June  9,  igo6. 


undMrstands  the  situation  presented,  and  that  his  statement 
properly  shows  the  condition,  he  must  be  prepared  to 
present  it  regardless  of  the  selfish  wishes  of  any  interested 
individual  or  set  of  individuals. 

To  present  a  statement  not  fully  borne  out  by  his  exami- 
nation, or  so  coloured  as  to  improperly  show  a  condition 
is  dishonest  and  cowardly,  and,  even  from  the  lowest  and 
most  sordid  point  of  view,  would  only  result  in  showing 
his  clients  a  weakness  in  his  moral  character  which  would 
necessarily  lessen  their  opinion  of  his  general  qualifica- 
tions, and  eventually  result  in  his  loss  of  the  connection. 

His  methods  must  be  thorough.  A  grave  danger  lies 
along  the  lines  of  slighting  parts  of  the  accountant's  work. 
Naturally  much  depends  upon  the  nature  and  purpose  of 
the  examination.  It  must  first  be  determined  what  steps 
are  required  to  accomplish  the  purpose  in  view,  and,  once 
determined,  every  step  should  be  carefully  and  fully  taken. 
Occasions  will  arise  when  haste  is  most  essential,  and  only 
good  judgment  and  experience  can  then  determine  what 
should  and  what  should  not  be  examined.  The  accountant 
must,  however,  feel  his  responsibility,  and  should  permit 
nothing  to  interfere  with  his  preparation  of  a  statement 
truthfully  and  fully  setting  forth  the  subject  under  investi- 
gation. He  should  not  undertake  the  work  rather  than  to 
attempt  it  without  sufficient  time  and  materials  to  produce 
a  showing  that  is  correct  and  which  he  can  substantiate. 
If  an  occasional  client  is  lost  by  the  accountant's  insistence 
on  these  necessities,  more  will  be  gained  by  the  reputation 
earned  for  careful  and  conscientious  work ;  and,  besides, 
the  accountant  will  have  the  satisfaction  which  always 
follows  a  good  action  well  done. 

.  An  accountant  is  frequently  called  upon  to  prepare  state- 
ments showing  the  financial  condition  of  individuals,  firms, 
and  corporations.  This  may  be  for  the  purpose  of  pro- 
curing credit  with  financial  institutions,  for  promoting  a 
bond  or  stock  issue,  or  for  any  other  of  the  various  pur- 
poses for  which  such  statements  are  intended.  This  form 
of  service  is  entirely  different  from  making  an  audit,  intro- 
ducing a  cost  system,  or  other  classes  of  work  for  which  the 
accountant  is  ordinarily  qualified,  for  here  his  services  are 
intended  not  only  to  cover  the  wants  of  his  client,  but  are 
also  of  interest  to  outsiders— affecting,  perhaps,  the  general 
public.  Under  these  conditions  the  accountant  should  not 
permit  himself  to  occupy  the  position  of  "  special  pleader," 
and  must  not  attach  his  certificate  to  any  statement  which 
does  not  clearly,  fully,  and  truthfully  set  forth  the  con- 
ditions as  shown  by  the  accounts  examined.  When  the 
general  public,  or  those  acquainted  with  the  accountant, 
are  satisfied  that  they  can  accept  as  truth  any  statement 
bearing  his  certificate,  he  has  travelled  far  on  the  road  to 
personal  success  of  the  most  satisfactory  character,  and  has 
done  a  large  share  of  his  duty  to  his  fellow-practitioners 
and  the  public  at  large. 


I  do  not  wish  to  be  understood  to  mean  that  the  account- 
ant should  be  a  quibbler  over  mere  terms  or  forms,  or 
that  he  should  insist  on  his  views,  irrespective  erf  those  of 
his  clients,  as  to  small  or  minor  matters,  but  rather  that  as 
to  essentials  he  shall  fully  investigate,  weigh  carefully,  and 
upon  reaching  a  determination  insist  upon  showing  his 
results  truly  even  to  the  extent,  if  necessary,  of  severing 
connection  with  his  clients.  He  should  determine  that  no 
certificate  of  his  shall  be  attached  to  a  statement  unless  it 
be  clear,  ample,  and  truthful. 

The  traits  necessary  to  carry  out  the  foregoing  policy  are 
courage  and  honesty,  and  without  them,  while  the 
accountant  may  obtain  success  after  a  fashion,  and  even 
make  money,  he  will  never  attain  that  degree  oi  success 
which  is  followed  by  the  respect  of  his  fellows  and  bis 
clients,  and  without  which  any  success  will  eventually  be 
like  Dead  Sea  fruit,  unproductive  of  any  lasting  satisfac- 
tion, and  lacking  in  that  quality  which  most  great  writers 
agree  in  declaring  as  a  primary  purpose  of  man's  existence, 
namely,  to  leave  the  world  better  than  he  found  it. 

Methods  of  Accountancy. 

Much  of  the  accountant's  life  will  be  devoted  to  the 
question  of  methods  and  forms  of  accounts  ;  to  the  require- 
ments of  various  classes  of  industries,  and  the  applicatioa 
of  his  knowledge  and  experience  to  their  improvement.  As 
to  this  phase  of  the  situation^  my  advice  is  to  be  always 
open  to  suggestion,  and  expect  every  day  to  add  something 
to  your  knowledge  and  attainments.  Accountancy,  like 
almost  every  other  line  of  human  endeavour,  has  been  a 
matter  of  evolution :  one  man  imitating  another,  while 
possibly  adding  something  from  his  own  experience  or 
ingenuity,  thus  confirming  the  oft-repeated  phrase  that 
"  imitation  is  the  sincerest  form  of  flattery." 

Probably  the  majority  of  men  who  are  engaged  in  active 
business  attend  to  their  duties  without  ever  having 
developed  the  faculty  of  "thinking  for  themselves,"  and  go 
on  attending  to  their  duties  with  little  or  no  investigation 
of  the  reasons  for  the  rules  or  methods  used  by  them. 
To  the  aspiring  accountant,  nothing  could  be  more  fatal 
than  this  tendency.  Cultivate  the  faculty  of  thinking  and 
wanting  to  know  the  reason  why.  Be  satisfied  with  nothing 
less  than  a  complete  understanding  of  a  condition  in  which 
you  are  interested,  imitate  the  good  features,  throw  over 
the  worthless,  but  always  think  out  the  situation  and 
determine  on  a  complete  mastery  of  it. 

When  Sir  Walter  Scott  said  "the  proper  education  for  a 
young  man  is  to  learn  to  fish  and  tell  the  truth."  he  must 
certainly  have  had  in  mind  the  young  man  qualifying  him- 
self for  the  life  of  a  public  accountant,  as  fishing  begets  a 
knowledge  of  patience,  which  quality  is  most  necessary 
to  the  accountant,  while  without  truth  he  would  be  like  the 
play  of  "Hamlet "  minus  the  melanc^^oly  Dane. 
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Unpleasant  periods  in  the  accountant's  practice  are  the 
occasions  when  his  duties  unearth  dishonesty  and  wrong- 
■  doing.  These  occasions  are  frequent  enough,  and  yet, 
when  compared  with  the  number  of  occasions  when  he 
finds  conditions  satisfactory,  and  faithful  attention  to 
duty  a  striking  feature  of  the  bookkeeper's  daily  routine, 
he  vill  be  glad  to  bear  testimony  to  the  statement  that  most 
men  are  honest,  and  the  dishonest  are  the  exceptions.  This 
has  been  my  experience  during  many  years  of  practice. 
We  must  not  forget  that  it  is  the  unusual  thing  that  attracts 
attention ;  hence  stories  of  dishonesty  and  wrongdoing 
reach  the  press  and  public  when  mere  honesty  and  truth, 
which  are  so  usual,  attract  or  receive  little  notice.  The 
accountant  must  be  fearless  in  the  exposure  of  wrong  con- 
ditions when  found  by  him,  but  should  always  be  prepared 
to  offer  suggestions  which  will  remedy  the  situation  and 
make  recurrence  less  likely.  He  must  avoid  sensational 
methods  and  aim  at  "building  up"  rather  than  "pulling 
down."  Wrong  and  dishonest  methods  have  existed  from 
man's  beginning,  exist  now,  and  will  continue  to  exist — 
let  us  hope  in  constantly  diminishing  volume — but  our 
country,  its  people,  and  methods  are  all  right,  and  con- 
stantly improving,  and  the  accountant  should  aim  to  do  his 
share  in  helping  along  the  improvem9nt. 

Something  descriptive  of  procrastination  would  be 
fitting  as  explaining  many  of  the  failures  through  lost 
opportunities  and  wasted  possibilities.  •  To-day  nothing  is 
more  important  than  promptness  and  punctual  methods.  At 
no  time  in  the  world's  progress  was  time  so  highly  appre- 
ciated, and  nowhere  is  it  more  so  than  in  our  own  country. 
Shiftlessness  and  procrastination  are  productive  of  failure 
in  either  the  business  or  professional  man,  and  no  one  can 
survive  a  reputation  for  these  defects.  Late  hours  and 
enjoyments  at  the  expense  of  necessary  rest  and  sleep  arc 
productive  of  this  condition,  and  the  man  seeking  success 
in  any  line  must  be  prepared  to  use  self-sacrifice  and  self- 
denial  by  foregoing  the  forms  of  amusements  or  dissipa- 
tion which  interfere  with  his  prompt  attendance  on  his 
duties — ^and  in  the  best  possible  mental  and  physical  con- 
dition. Temperance  in  all  things  and  a  proper  amount  of 
sleep  are  essential  to  good  health  and  success. 

The  accountant  should  gpenerally  occupy  the  position  of 
chronicler  rather  than  that  of  Judge  or  counsel.  He 
should  confine  himself  so  nearly  as  possible  to  a  plain 
statement  of  facts  as  revealed  by  his  examination,  and, 
above  all,  be  should  never  permit  anger,  hatred,  or  other 
personal  feelings  to  influence  him  in  the  preparation  of 
his  reports.  It  is  a  fairly  well-grounded  principle  that  if  a 
man  is  inconsiderate  in  trifles  and  seeks  only  that  which 
is  advantageous  to  himself  to  the  prejudice  of  the  rights  of 
others,  be  is  certain  to  be  lacking  in  the  sense  of  justice  and 
fair  deaing,  and  cannot  therefore  attain  success  of  the  more 
lasting  and  higher  character. 


At  the  present  time  much  stress  is  laid  by  numerous 
writers  on  the  necessity  and  advantage  of  recreation  and 
exercise.  The  position  of  some  of  them  in  this  regard 
would  lead  one  almost  to  the  conclusion  that  work  was 
dangerous,  and  that  short  working  hours  and  long  resting 
spells  were  absolutely  essential  to  man's  health  and  happi- 
ness. I'ersonally,  I  have  no  objection  to  this  formula, 
and  have  no  doubt  every  one  is  the  better  for  an  occasional 
holiday,  or,  if  you  will,  frequent  trips  for  recreation  and 
change  of  scene  and  action.  My  experience  and  reading, 
however,  have  fully  convinced  me  that  anyone  desirous  of 
success  out  of  the  ordinary  must  be  prepared  to  bid  for  it 
by  hard  work  and  constant  endeavour.  I  have  yet  to  find 
any  "royal  road  to  success  "  worth  having,  and  am  inclined 
to  advise  the  young  man  to  expect  hard  work,  and  plenty 
of  it,  with  little  tinse  for  holidays  or  exercise  fads  until  he 
has  achieved  his  purpose.  He  will  find  that  work, 
unaccompanied  by  worry,  will  do  him  no  harm,  and  in 
most  instances  the  exercise  necessary  to  attendance  upon 
his  duties  will  be  all  the  exercise  he  will  require.  It  is 
said  that  "all  work  and  no  play  makes  Jack  a  dull  boy," 
but  I  have  also  found  many  "dull  boys"  who  were  dull 
because  of  too  much  play  and  too  little  work. 

Even  when  everything  apparently  possible  is  properly 
attended  to,  man  at  times  fails  at  first  to  achieve  his  pur- 
pose, and  instead  of  success  his  efforts  are  apparently 
futile,  and  he  meets  adversity.  If  possessed  of  the  neces- 
sary courage,  perseverance,  and  determination,  this  will 
mean  only  a  temporary  defeat,  and  the  efforts  necessary  to 
change  this  defeat  into  success  will  be  of  incalculable 
benefit  to  him  mentally,  morally,  and  physically,  and  his 
final  triumph  will  therefore  be  of  a  higher  and  more  last- 
ing character.  To  the  true  type  of  man  nothing  is  of 
greater  benefit  than  adversity  met  in  the  right  spirit  and 
overcome  by  the  exercise  of  the  above-mentioned  qualities. 
As  the  iron  ore  is  purified  and  improved  by  fire,  so  the  true 
man  is  benefited  by  adversity. 

To  me  it  seems  quite  impossible  for  a  man  to  succeed  in 
any  ind.-stry  or  occupation  for  which  he  has  no  particular 
liking  or  no  special  aptitude.  This  is  particularly  true  as 
to  the  profession  of  accountancy,  due  to  the  necessity  for 
close  application  and  great  patience.  If,  in  addition  to  a 
certain  amount  of  liking  for  the  duties  of  his  profession, 
one  brings  a  quantity  of  enthusiasm  to  bear  on  the  situa- 
tion, it  will  at  once  take  on  an  improved  appearance. 
Enthusiasm  is  not  only  useful  because  it  makes  labour  easy 
and  helps  the  seeker  after  an  opportunity,  but  also  because 
it  is  contagious  and  helps  to  make  others  join  their  efforts. 
Enthusiasm  cannot  exist  in  one  not  possessed  of  vitality, 
good  health,  and  strength,  and  should  be  carefully 
cultivated. 

As  I  stated  in  the  beginning,  success  of  a  CMtain 
character  may  be  attained  without  all  of  the  foregoing 
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qualiti€s.  Success  may  even  be  apparently  achieved  with- 
out honesty  and  truth,  but  success  of  the  real  and  best 
quality  can  be  attained  only  by  him  who  is  prepared  to 
think,  work,  and  treat  his  fellow-men  honestly.  Notwith- 
standing all  we  read  about  the  supposed  worship  of  money 
by  men  of  the  pres-ent  day,  all  of  our  great  thinkers, 
including  financially  successful  men,  as  well  a.s  students  of 
human  history  and  effort,  agree  that  the  mere  acquisition 
of  money  is  not  productive  of  real  happiness,  and,  there- 
fore, is  not  the  true  measure  of  success,  and,  it  follows, 
should  not  be  the  sole  aim  of  the  ambitious  climber.  Money 
is  necessary,  and  must  be  worked  for.  "The  labourer  is 
worthy  of  his  hire,"  and,  needless  to  say,  1  believe  each  one 
is  entitled  to  all  his  efiforts  can  pr:)duce,  but  I  plead 
against  making  money  the  sole  test  of  success.  Few  of  the 
world's  greatest  benefactors  realised  great  financial  gains 
by  their  achievements,  and  many  of  them  frequently  knew 
actual  want,  yet  who  would  declare  them  unsuccessful  ? 

Summing  up  my  argument,  it  will  be  found  that,  accord- 
ing to  my  method  of  reasoning,  "the  essential  qualifica- 
tions for  the  public  accountant"  are  sell-d:nial,  courage, 
perseverance,  honesty,  and  enthusiasm,  tortther  with  the 
necessary  education,  theoretical  and  practical,  a  measure  of 
si>ecial  liking  for  the  duties,  and  certain  special  qualities 
of  mind  necessary  to  the  character  of  work  involved, 
coupled  with  long  experience  and  close  application. 


Bconomfc  Hspects  of  Bccountind  anb 
Hubftttid. 


By  F.  W.  Lafrentz,  C.P.A. 


(From  The  Journal  0/  Accountancy y  N.Y.) 

Although  the  United  States  Courts  have  held  that 
accountancy  is  not  a  profession  and  that  the  accountant  is 
subject  to  the  alien  labour  laws,  there  are  those  engaged 
in  the  work  who  look  upon  their  avocation  as  a  profession, 
and  who  contribute  much  time  in  an  endeavour  to  put  the 
calling  upon  a  higher  plane.  A  great  deal  has  indeed  been 
accomplished  in  that  direction  within  the  last  decade,  and 
the  public  accountant  is  gradually  emerging  from  that  con- 
dition which  brought  upon  him  the  odious  appellation  of 
"bookkeeper  out  of  a  job." 

It  must  be  admitted,  however,  that  only  of  late  years  has 
there  been  anything  like  an  attempt  to  place  some  restric- 
tion upon  the  persons  engaged  in  public  accountancy,  and 
that,  before  this  was  done,  everyone  appeared  to  be  free  to 
enter  upon  that  class  of  work,  whether  he  had  the  neces- 
sary training  or  not.    The  consequence  was  that  under  the 


guise  of  accountancy  many  sins  were  committed,  and  it 
was  but  natural  that  business  men  should  look  down  upon 
the  class  as  a  whole  as  unworthy  of  confidence  and  their 
statements  of  little  value.  Now,  many  States  of  the  Union 
have  passed  appropriate  laws  under  which  the  accountants 
may  qualify  and  obtain  certificates  from  proper  governing 
boards  designated  by  the  legislatures,  which  permit  them  to 
idopt  certain  designations,  such  as  "certified  public 
accountant,"  or  others  of  similar  import,  and  which  pro- 
hibit those  who  have  no  such  certificate  to  designate  thcm- 
.^Ives  as  such. 

Of  course,  the  profession  is  still  in  its  infancy  in  this 
country,  and  it  will  require  much  patient  labour  on  the 
part  of  those  who  are  striving  to  perfect  proper  codes  for 
the  guidance  of  accountants  so  as  to  surround  the  business 
community  with  proper  safeguards  to  prevent  imposition 
on  the  part  of  the  people  who  may  endeavour  to  pose  as 
qualified  to  advise  and  guide  men  of  affairs,  to  invent  and 
perfect  systems  of  accounting,  to  instruct  the  clerical  help 
in  offices  to  properly  record  the  routine  transactions  and 
bring  them  to  a  focus,  and  to  audit  and  criticise  the 
accounts  and  the  results  shown  thereby.  Many  steps  are 
being  taken  in  the  right  direction,  however ;  a  number  of 
the  universities  of  the  land  have  inserted  accountancy  in 
their  curriculum  among  the  professional  studies — which 
means  that  those  who  enrol  themselves  for  the  purpose  of 
becoming  learned  in  the  profession  are  not  only  taaght 
the  art  of  account-keeping,  but  in  connection  therewith 
matters  intimately  connected  with  this  branch  of  applied 
mathematics — such  as  law  and  economics ;  for  it  must  be 
apparent  to  every  one  who  gives  the  matter  thought  that  to 
be  properly  qualified  as  an  accountant — ^that  is,  to  be  able 
to  act  in  an  advisory  capacity  to  the  business  man,  to  the 
lawyer,  to  the  banker,  to  oflficers  of  states  and  municipali- 
ties— a  person  must  have  more  than  a  mere  knowledge  of 
mathematics ;  he  must  have  a  wide  knowledge  of  business 
affairs  in  general,  of  the  economic  principles  underlying 
commerce  and  finance;  he  must  know  sufficient  com- 
mercial law,  at  least,  to  intelligently  comprehend  what  is 
wanted  in  cases  where  accounts  are  under  investigation  or 
presented  for  adjudication.  It  follows,  therefore,  that  the 
study  of  accountancy  in  the  higher  schools  will  enable  the 
coming  generation  to  more  fully  meet  the  requiretnents 
which,  as  time  goes  by,  will  be  more  exacting,  inasmuch 
as  more  will  be  entrusted  to  the  accountant — more  will  be 
expected  of  him — than  the  present  generation,  which  had 
to  get  its  knowledge  in  the  school  of  practical  experience, 
having  no  means  to  get  a  foundation  for  the  wide  know- 
ledge required  in  the  profession,  the  only  schools  teaching 
the  art  of  bookkeeping  being  the  business  schools,  which, 
as  we  all  know,  are  below  the  standard  hereinbefore  set 
out — in  fact,  they  are  merely  preparatory,  so  to  speak,  to  fit 
the  youths  of  the  land  for  ordinary  office  duties. 
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Accountancy,  to  my  mind,  is  not  only  applied  mathe- 
matics, but  also  applied  economics.  The  accountant  must 
know  the  theory  of  value  in  order  to  properly  understand 
his  profession;  and  here  is  where  he  must  consult  the 
economist.  He  should  guard  against  becoming  a  theorist 
pure  and  simiple,  however.  It  is  necessary  for  him  to  be 
practical  in  the  application  of  theory.  He  must  know, 
for  instance,  wbea  to  stop  in  his  analytical  work,  so  as 
not  to  burden  a  business  with  detail  that  it  is  unable  to 
carry.  In  other  words,  he  must  learn  to  adapt  system  to 
business  and  not  bu<siness  to  system.  Many  theories,  as  we 
all  knowy  are  excellent  when  hypothetical  questions  are 
concerned,  but  when  they  are  put  into  practice  they  are  too 
cumbersome  and  unbendable,  and,  therefore,  fall  beside 
the  mark. 

Now,  the  accountant,  while  h<e,  as  a  rule,  understamls 
the  art  of  bookkeeping,  is  more  than  bookkeepex.  He  is  the 
person  who  is  employed  to  study  business  problems  and  to 
suggest  proper  methods  of  recording  business  transactions 
and  to  record  them  in  a  manner  which  will  show  with  the 
least  possible  minutia  the  trend  of  business,  the  results  of 
business,  the  status  of  business.  When  his  work  in  that 
direction  is  finished,  it  falls  to  the  lot  of  the  bookkeeper  to 
carry  on  the  work  of  recording  transactions  that  are  entered 
into  from  time  to  time  in  the  manner  prescribed  by  the 
accountant,  who  thus  becomes  his  instructor ;  and  at 
stated  intervals  thereafter  the  accountant  should  be  sum- 
moned for  the  purpose  of  criticising  the  work  of  the 
account-keeper ;  for  the  purpose  of  setting  up  the  results 
of  the  business  transactions  for  a  given  period  ;  for  the  pur- 
jxjse  of  asoertaining  the  status  of  the  business.  And  when 
he  acts  in  that  capacity  he  performs  the  duties  of  an 
auditor. 

The  documents  in  which  the  accountant  sums  up  or 
epitomises  the  transactions  recorded  for  any  given  under- 
taking are  the  Balance  Sheet  and  the  Profit  and  Loss 
Account.  The  Balance  Sheet  shows,  on  the  one  hand,  the 
goods  that  are  owned  by  the  business,  and  commonly 
described  as  assets.  Now,  the  setting  up  of  the  a&sets  in 
the  Balance  Sheet  means  merely  the  making  of  an  inveii- 
tjry  of  the  things  owned  ;  but  in  t>rder  to  do  that  the 
accountant  must  set  a  value  upon  them.  Here  is  where  the 
knowledge  of  the  accountant  is  put  to  the  severest  test, 
for  it  means  not  only  the  valuation  ol  commodities  of 
readily  ascertainable  value,  such  as  cotton,  iron,  timber, 
wool,  grain — for  it  is  not  difficult  to  consult  market  reports 
of  these  staples  ;  indeed,  knowledge  as  to  these  is  available 
to  the  humblest  now ;  so  much  so  that  even  the  growers  of 
cotton  and  grain  obtain  daily  advices  as  to  them,  and 
endeavour  to  shape  their  affairs  accordingly — ^but  he  must 
know  how  to  deal  with  the  difficult  problems  of  used 
machinery,  dilapidated  buildings,  and  that  most  elusive  of 
all  assets,  goodwill. 


On  the  credit  side  of  the  Balance  Sheet  he  will  set  up  the 
debts  for  which  the  goods  owned  are  under  lien,  so  to 
speak,  and  which,  in  case  of  liquidation,  must  be  deducted 
from  the  results  gained  in  the  disposition  of  the  goods.  If 
the  goods  are  more  than  sufficient  to  meet  these  liens,  the 
residue  will  be  the  net  worth  of  the  proprietor — ^the  capital 
of  the  proprietor.  The  Balance  Sheet,  therefore,  states 
the  condition  of  wealth. 

The  net  worth  of  the  proprietor  at  a  given  time,  when 
compared  with  his  net  worth  at  a  different  date,  will 
show  the  increase  or  decrease  in  his  wealth — or  his  profit 
or  loss  during  the  interim— and  the  reasons  for  such  change 
will  be  found  in  the  Profit  and  Loss  Account,  for  it  states 
the  flow  of  wealth  during  a  given  period.  That  is  to  say, 
transactions  are  entered  into  by  the  proprietor  at  a  certain 
cost,  and  the  difference  between  the  wealth  that  comes  to 
him  and  the  cost  of  production  of  that  wealth,  is  his  profit 
(n  loss,  as  the  case  may  be.  It  is  usual  for  this  account  to 
be  sub-divided  in  accordance  with  the  nature  of  the  busi- 
ness. Ordinarily  the  gross  profit  is  shown  in  a  trading 
account,  which  really  is  part  of  the  Profit  and  Loss 
Account,  however.  This  Trading  Account  shows,  on  the 
one  hand,  the  turnover  or  sales,  less  trade  discounts  and 
returns;  on  the  other,  the  cost  of  goods  less  trade  dis- 
counts, the  selling  ex^penses  and  cash  discounts  on  sales ; 
the  remainder  is  the  gross  profit,  which  is  brought  forward 
to  the  second  section  of  the  Profit  and  Loss  Account.  Here 
are  added  any  items  of  income  not  connected  with  sales  nor 
derived  from  capital.  Charges  against  the  total  thus  ascer- 
tained are  Rents,  Taxes,  Management  Expenses,  Losses  by 
reason  of  bad  debts,  Depreciation;  the  remainder  is 
carried  forward  to  the  third  section  of  the  account  as  a 
balance,  which  indicates  either  a  profit  or  loss  from  the 
ordinary  business  transactions.  In  this  third  section  are 
exhibited  in  addition  thereto  income  from  capital,  such  as 
Revenue  from,  investments.  Interest  earned.  Cash  Dis- 
counts ;  and,  on  the  reverse  side,  Expeiuliture  for  Interest 
on  Loans.  The  remainder  would  indicate  the  net  profit  or 
loss  of  the  business,  and,  as  such,  is  carried  into  a  fourth 
division  of  the  account,  which  shows,  in  addition  to 
interest  on  capital,  the  disposition  of  the  profit  or  loss 
after  such  charge  of  interest  on  capital. 

It  will  be  seen  that  the  facts  set  forth  in  the  Profit  and 
Loss  Account  as  a  whole  are — 

(i)  The  business  done — ^where  it  is  handled  by  different 
departments,  department  ally. 

(2)  The  cost  of  the  sales — on  the   same  basis   as   the 

foregoing. 

(3)  The  gross  profits  departmentally,  and  as  a  whole. 

(4)  Management  expenses,  which  would  not  vary  greatly 
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(5)  Profit  or  lossr— on  the  theory  that  sufficient  capital  is 

invested  in  the  business. 

(6)  The  net  result,  profit  or  loss,  after  all  allowances. 

Here,  then,  we  find  mathematics  and  economics  going 
hand  in  hand  in  aid  of  the  accountant ;  for  in  the  theories 
on  which  he  bases  his  mathematical  conclusions  we 
recognise  the  theories  of  the  science  of  economics.  The 
themes  of  the  economist — such  as  Capital,  Profit,  Income, 
Expenditure,  Value,  Property,  Labour — ^are  the  terms 
employed  here.  The  forecasts  of  the  economist,  based  upon 
economic  principles,  are,  by  the  accountant,  brought  into 
contrast  with  the  actual  results  attained.  These  results 
ought  to  be  studied  by  the  economist,  it  seems  to  me,  so 
that  he  may  keep  abreast  of  the  times,  because  the  factors 
in  the  production  and  distribution  of  wealth  dhange,  and 
calculations  baaed  upon  ancient  conditions  must  neces^ 
sarily  be  modified  to  meet  the  present.  The  proprietor  or 
manager  of  a  business  engages  accountants  for  the  purpose 
of  obtaining  an  independent  resume  of  his  business — a 
resume  based  upon  logical  and  scientific  principles — deduc- 
tions made  from  results  shown.  In  other  words,  he  is  not 
content  with  knowing  the  results ;  he  must  know  the 
reasons  therefor  if  he  would  forge  ahead.  He  must  be  pre- 
pared to  adjust  his  affairs  from  time  to  time  to  meet  con- 
tingencies. The  more  reliable  his  records  are,  and  the 
more  comprehensive,  the  more  readily  is  he  in  position  to 
determine  the  proper  course  to  pursue. 

He  seeiks  the  aid  of  the  professional  accountant  for  the 
puipose  of  arranging  for  him.  a  proper  system  of  accounts, 
an  adequate  system,  one  that  will  expand  automatically  as 
bis  business  expands;  not  one  that  will  need  constant 
additions.  The  fact  is,  his  business  has  grown  rapidly, 
and  his  accounting  methods  have  been  neglected  and  have 
not  been  looked  after  as  closely  as  has  the  making  of  the 
business.  This  is  natural ;  it  is  always  thus.  Few  men 
realise  the  value  of  accounts  until  something  out  of  the 
ordinary  takes  place,  a  defalcation,  a  lack  of  ready  assets 
in  the  face  of  a  large  turnover.  When  information  is 
desired  as  to  reasons  for  such  conditions,  they  cannot  be 
ascertained  without  great  cost,  and,  above  all,  without 
much  anxious  waiting.  After  all,  it  is  the  business  man 
who  is  able  to  have  laid  before  him  his  accounts,  in  such 
detail  as  may  be  desirable,  who  is  in  position  to  grapple 
with  changes  in  condition  to  advantage.  Some  concerns 
appear  to  succeed  not  because  of  good  business  practices, 
but  notwithstanding  the  fact  that  they  are  loosely  con- 
ducted ;  but  the  majority  of  failures  are  attributable  to  this 
fact.  Furthermore,  while  defalcations  take  place  in  insti- 
tutions that  are  conducted  in  accordance  with  modern 
methods,  the  great  majority  of  cases  occur  where  laxity  is 
the  rule. 


The  accountant  has  become  a  necessity  to  the  basiness 
man  in  every  walk  of  life.  The  growth  of  commerce,  the 
great  strides  that  have  been  made  forward  in  evecy  direc- 
tion, have  brought  him  to  the  fore  as  never  before.  He  is 
needed  in  the  production  and  distribution  of  wealth.  Take 
the  production  of  wealth.  The  economic  writers  tell  us 
that  all  wealth  is  drawn  from  the  earth;  and  mankind 
for  ever  seeks  to  extract  wealth  in  one  form  or  another. 
The  incentive  in  every  instance  is  gain.  Man  unceasingly 
seeks  to  supply  sometiiing  to  himself  and  for  the  purpose 
of  exchange  wth  his  neighbour  for  that  which  the  neigh* 
hour  possesses  and  he  desires.  Before  commerce  became 
what  it  is  to-day — that  is,  before  the  invention  ol  swiftly- 
moving  carriers — ^the  individual  produced  only  when  it  was 
necessary  for  him  to  consume,  and  he  was,  therefore, 
engaged  only  part  of  the  time.  Man  in  his  original  state 
went  hunting  only  when  he  was  hungry,  and,  having  been 
successful  in  procuring  game,  rested  and  consumed  that 
game  before  he  would  undertake  another  expedition.  The 
farmer  aimed  to  produce  from  the  soil  sustenance  and 
clothing  for  himself  and  his  family.  But  in  order  that 
these  individuals  might  bring  from  the  earth  the  things 
desired,  it  was  necessary  to  have  implements,  and  these 
were  made  for  them  by  those  who  delighted  in  making  such 
articles,  and  who  became  skilled  in  the  art  of  manufacture. 
Some  one  commodity  was  exchanged  for  another.  This 
condition  led  finally  to  a  standard  of  value  which  scxne- 
times  meant  cattle,  hides,  or  other  products  which  were 
difficult  of  handling ;  and  man  hit  upon  the  idea  of  usng 
precious  metals,  which  were  more  or  less  raze  and  wera 
readily  transported.  These  metals  were  handled  in.  the 
shape  of  bullion  for  a  long  time,  and  then  the  State  under- 
took to  cast  pieces  of  metal  into  forms  of  certain  weight  and 
fineness  and  the  stamp  of  the  State  was  a  gusfanty  thereof. 
The  treatnoent  of  values  in  money  enables  the  accountant  to 
apply  to  the  analysis  the  rules  of  arithmetic,  because 
values,  when  they  become  prices,  become  arithmetical 
quantities. 

Money,  however,  although  it  is  used  by  the  accountant 
as  a  means  of  comparing  values,  has  in  a  way  become  less 
active  because  of  the  system  of  credits  which  has  been 
invented  by  experience,  and  which  now  takes  the  place  of 
money  in  trades.  Indeed,  it  would  be  impossible  for  busi- 
ness to  be  carried  on  without  credit.  And  here  is  where 
the  accountant  is  required  to  use  his  skill  to  adjust  the 
transactions  in  the  business  world.  How  would  it  be 
possible  for  those  engaged  in  the  production  of  wealth  to 
make  progress  without  a  proper  system  of  accounts  to  guide 
them?  If  they  are  manufacturers,  their  principal  concern 
is,  necessarily,  the  cost  of  production ;  if  mining,  the  cost 
of  extraction  and  transportation.  Then,  in  the  distribution 
of  wealth  and  exchange,  consider  the  intricate  net-woi^  of 
transactions  of  railway  and  other  ayatems  of 
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tion ;  the  interchange  of  freight ;  the  prepayment,  in  some 
cases,  of  the  cost  of  transportation  of  goods  that  are  sent 
over  the  lines,  not  only  off  the  carrier  accepting  the  goods 
as  freight,  but  oi  connecting  lines ;  the  distribution  of  the 
charge  made  for  such  transportation ;  the  keeping  track  of 
cars  that  are  run  from  one  centre  to  another  over  lines 
owned  by  different  carriers,  and  which  must  be  kept  count 
of  for  the  purpose  of  crediting  the  owner  with  mileage. 
Consider  the  transactions  of  banks  between  themselves  and 
with  the  public,  cheques  or  drafts  taking  the  place  of 
money,  and  the  whole  making  a  gigantic  system  of  credit. 
What  order  must  here  be  kept  in  connection  with  these 
various  transactions ;  for  if  anything  goes  wrong  in  any 
direction,  the  whole  machinery  is  thrown  out  of  gear. 

In  every  direction,  then,  the  services  of  the  accountant 
are  needed.  The  field  of  his  activity  is  practically 
unlimited.  Imagine,  if  you  please,  the  work  there  is  in 
connection  with  the  proper  systematising  of  Cost  Accounts 
— ^thc  keynote  of  the  manufacturing  situation.  Every  day 
clients  are  made  by  former  ones  whose  affairs  have  been 
put  in  satisfactory  order. 

Commerce  is  growing  daily,  and  in  proportion  to  its 
growth  the  accountant  must  move  forward  to  meet  the  new 
conditions.  It  goes  without  saying  that  as  time  goes  by 
his  functions  will  become  more  and  more  important  to  the 
community  at  large,  and  greater  responsibility  will  be 
thrust  upon  him  in  the  course  of  events.  He  must  place 
himseM  in  position  to  meet  these  contingencies  when  they 
arise.  He  must  fit  himself  to  be  in  position  to  render 
proper  service. 

Honour  and  integrity  are  the  keynotes  to  the  situation, 
however ;  and  common  sense  must  be  one  of  the  con- 
stituent parts  of  the  make-up  of  the  accountant  who  would 
rank  above  the  average.  There  must  be  found  a  medium 
between  theory  and  practice ;  too  much  of  either  is  bad. 

Let  the  man  of  business  look  well  before  he  entrusts  his 
affairs  to  anyone  for  the  purpose  of  investigating  or 
systematising  lest  he  be  dissatisfied  with  the  attained 
results.  Let  the  accountant  look  to  it  that  he  uphold  the 
dignity  of  the  profession  by  rendering  proper  service  in 
every  instance.  And,  in  conclusion,  allow  me  to  say  that, 
above  all,  the  accountant  should  be,  like  Caesar's  wife, 
above  suspicion. 


ObccttnQS  for  tbe  ensuino  XPOleeft* 


Tuisday,  Wednesday^  and  TAwrsiiay— Institute  of  Chartered 
Accountants. — Preliminary  Examination.  First  two 
days,  10.30-1,  2-4,  and  4.30-6.  Last  day,  ii-i,  and 
2.4. 


poor  Xaw  ScanOalB  ant)  tbe  HuMt 
Jarcc* 


By  AN  Ex-Poor-Law  Accountant. 


(From  The  Eastern  Post  and  City  ChronicU.) 

In  these  days  of  scandals  as  to  supplies  to  institutions, 
and  also  as  to  contracts,  and  payments  in  respect  thereof, 
what  strikes  the  man  in  the  street  is,  how  it  is  possible  for 
these  things  to  exist  years  before  discovery  ?  To  the  man 
behind  the  scenes  it  is  quite  simple.  The  Guardians,  like 
the  public,  think  that,  when  the  Government  auditor  has 
examined  and  passed  accounts,  everything  is  in  order, 
but  they  are  living  in  a  fool's  paradise.  Take  the  type  of 
average  Government  auditor  first.  It  would  be  thought  that 
this  official  was  a  trained  accoimtant,  either  by  qualifica- 
tion as  a  Chartered  Accountant,  or  by  years'  experience  as 
an  accountant  clerk  to  a  local  authority.  Not  a  bit  of  it  I 
The  only  qualification  necessary  is  to  be  a  needy  and 
importunate  relative  of  some  high  official  of  the  Local 
Government  Board.  One  auditor  used  to  be  very 
candid  as  to  his  ignorance  of  the  work.  The  first 
time  he  oame  down,  from  Whitehall  he  said,  to  the 
officer  whose  books  he  was  examining,  ''I  am  fresh 
"to  this  work,  and  should  be  glad  if  you  would  show 
"  me  how  this  statement  is  balanced."  This  auditor  drank 
so  much  (sometimes  at  the  expense  of  the  officers)  that  at 
last  one  official,  bolder  than  the  rest,  exposed  the  farce,  and 
this  mock  auditor  was  gently  removed  from  office.  So  much 
for  the  heads  of  the  audit  staffs.  Now,  take  the  assistants. 
They  are  not  engaged  by  the  Local  Government  Board,  and 
have  no  status.  The  auditor  is  allowed  to  do  a  little  sweat- 
ing on  his  own,  and  he  usually  engages  at  very  low  wages 
some  poor  failure  in  other  walks  of  life,  who  is  willing  to 
act  as  flunkey  to  his  august  chief.  What  the  auditor  lacks 
in  qualifications,  however,  he  usually  makes  up  for  in  bom- 
bastic behaviour.  One  of  his  favourite  antics  is  to  throw  an 
officer's  books  on  to  the  floor  at  his  feet,  so  that  the  official 
in  picking  them  up  should  realise  the  vast  social  gulf 
between  him  and  this  mighty  man  of  figures.  These  West 
End  club  loungers  usually  fix  the  time  of  audit  at 
10  a.m.,  but  they  seldom  appear  until  between  11  and  la, 
and  depart  about  3  p.m.  Their  clerks,  however,  are  to 
time.    Their  procedure  is — 

(i)  To  look  at  the  total  of  every  bill  with  the  banker's 
Pass  Book  and  tick  it  off. 

(2)  To  look  »t  every  invoice,  and  see  that  the  total  agrees 

with  the  Day  Book. 

(3)  To  look  at  the  payments  of  officers  to  the  banker,  and 


see  that  the  Pass  or  Treasurer's  Book  agrees, 
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They  do  not  examine  the 'tradesmen's  contracts  for  sup- 
plies, with  the  prices  charged,  nor  do  they  see  that  tenders 
are  accepted  bond  fide. 

They  do  not  check  the  calculations  as  to  goods  ordered 
and  prices  charged. 

They  do  not  check  all  orders  of  the  guardians  for  pro- 
visions and  supplies  with  the  delivery  notes. 

They  do  not  add  up  the  totals  of  each  page  of  the  Ledger. 

They  do  not  add  up  and  check  the  books  of  wages  paid 
to  temporary  ser\'ants,  and  mechanics  employed  by 
the  hour,  day,  or  week. 

In  fact,  the  Government  auditor  never  stoops  to  such  low- 
class  work  as  casting  up  totals,  nor  do  his  hirelings,  except 
in  the  case  of  the  financial  Statement  and  the  Metropoli- 
tan Common  Poor  Fund.  Honest  and  efficient  officials  feel 
that  the  present  method  of  examination  of  their  half-year's 
work  in  a  few  hours  by  incompetent  officials  is  most 
unsatisfactory ;  not  so  with  the  contractor's  friends,  and, 
alas!  there  are  too  many.  The  existing  happy-go-lucky 
audit  enables  them  to  continue  working  with  the  con- 
tractor, and  to  fleece  the  ratepayers  in  other  ways.  They 
desire  nothing  better.  It  was  thought  that  with  the  advent 
of  the  Right  lion.  John  Bums  a  change  would  be  effected, 
and  that  experienced  men  would  take  the  place  o^  incompe- 
tents, but  it  is  feared  there  wUl  have  to  be  many  more 
scandals  before  the  public  rise  up  and  demand  a  proper 
overhauling  of  the  expenditure  of  rates  drawn,  in  many 
cases,  from  them  like  blood-money. 


|>etsonaL 


Messrs.  Futcher,  Head  &  Co.,  Chartered  Accountants, 
announce  that  they  have  removed  to  Mildmay  Chambers, 
82  Bishopsgate  Street  Within.  E.C. 

It  is  announced  that  the  partnership  heretofore  existing 
between  Mr.  Frbdbricx  Arthur  Parnabv  and  Mr.  Joseph 
Darby  Garsidb  in  the  profession  of  Chartered  Accountants, 
carried  on  by  them  at  46  Gresham  Street.  London,  under 
the  style  or  firm  of  Parnaby  &  Garsidb,  has  been  dissolved 
as  from  the  30th  day  of  April  1906  by  mutual  consent.  The 
business  will  in  future  be  carried  on  by  Mr.  F.  A.  Parnaby 
in  his  own  name  at  46  Gresham  Street,  and  Mr.  J.  D. 
Garside  will  in  future  carry  on  business  in  his  own  name 
at  27  Quarry  Hill  Road,  Tonbridge. 

Mr.  John  Hy.  Watling,  Chartered  Accountant,  of 
40  Broad  Street,  Bristol,  announces  that  both  Mr.  John 
James  Parker,  A.C.A.,  who  has  been  his  managing  clerk 
for  some  years,  and  Mr.  Herbert  Sayep  Thynne,  A.C.A., 
who  was  articled  to  him,  are  now  associated  with  him  in 
practice.  The  style  of  the  firm  will  be  Watling,  Parker  & 
Thynne. 


Mr.  E.  G.  Sackbtt,  Chartered  Accountant,  of  i  Middle 
Pavement,  Nottingham,  announces  that  he  has  taken  his  son 
Gordon  Sackett  into  partnership,  and  that  in  future  the 
business  will  be  conducted  under  the  title  of  E.  G.  Sackett 
&  Son. 


f aflntes  an6  Stlls  of  Sale  in  Enolanb 
an6  TRIlales* 


According  to  Kemp's  Mercantih  Gaietti,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  June  ist,  was  i8r,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  London  GoMettt, 
loi ;  Deeds  of  Arrangement  registered.  80.  The  respective 
numbers  in  the  corresponding  week  of  last  3rear  were : 
Bankruptcies,  84;  Deeds  of  Arrangement.  79— total,  163. 
being  an  increase  of  18.  The  total  number  of  commercial 
failures  recorded  during  the  22  weeks  of  the  present  year  is 
3,725 ;  the  total  number  recorded  in  the  corresponding  22 
weeks  of  last  year  was  3,954,  showing  a  decrease  of  229. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday. 
June  I  St,  was  178.  The  number  in  the  corresponding  week 
of  last  year  was  179,  showing  a  decrease  of  i.  The  total 
number  filed  during  the  22  weeks  of  the  present  year  is 
3,360  ;  the  total  number  filed  in  the  corresponding  22  weeks 
of  last  year  was  3,729,  showing  a  decrease  of  369. 


Debentures. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  daring  the  week 
ending  Friday,  June  ist.  amounted  to  ;^i. 298.31 7.  by  way 
of  addition  to  ;f  1,739,093,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ;fi, 647.933,  showing  a  decrease  of 
;^349,6i6.  The  total  amount  registered  during  the  22 
weeks  of  the  present  year  was  /37,586,629  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  ;f  32,663. 509  for  the  corresponding  22  weeks 
in  .905.  showing  an  ^c^e'^^^^O^Ogle 
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The  Profession  in  Scotland. 


Penonal. 

Messrs.  Mackay,  Irons  &  Co.,  C.A.,  have  removed  from 
13  Albert  Square  to  2a  Meadowside,  Dundee. 


Society  of  Chartered  Accountants  in  Edinburgh. 

There  has  been  hung  in  the  hall  of  the  Society  at 
27  Queen  Street  a  portrait  of  the  President,  Mr.  F.  W. 
Carter,  painted  by  Sir  George  Reid,  late  President  of  the 
Royal  Scottish  Academy.  Mr.  Carter  was  asked  by  the 
Society  to  sit  for  his  portrait  in  recognition  of  the 
admirable  manner  in.  which  he  discharged  the  duties  of 
President,  more  particularly  at  the  time  of  the  jubilee  of 
the  Society's  incorporation.  A  replica  of  the  portrait  is  to 
be  presented  to  Mrs.  Carter,  but  this  has  yet  to  be  painted. 
The  portrait  is  generally  regarded  as  an  admirable  piece  of 
work  and  an  excellent  likeness. 


COURT    OF    SESSION. 


Edinburgh-^Outer  House. 


Before  Lord  BalTesen. 

May  31. 

R.  Reid  (0.  Stewart's  Trustee)  t.  A.  Stewart. 

Sequestration — Ex  facie  Absolute  Dispositions  in   Security  of 
Advances — Trustees*  Action  for  Reduction, 

The  late  Gavin  Stewart,  who  died  on  7th  September  1904, 
was  a  builder  in  Glasgow,  and  was  the  owner  of  heritable 
subjects  in  Valleyfield  Street  and  Flemington  Street, 
Springbum,  Glasgow.  He  left  a  trust  disposition  and 
settlement  under  which  he  nominated  certain  trustees, 
including  the  defender  of  this  actia(n,  Archibald  Stewart, 
builder,  136  Hope  Street,  Glasgow,  who  was  his  brother. 
These  trustees  continued  to  act  until  4th  March  1905,  when 
they  presented  a  petition  for  the  appointment  of  a  judicial 
factor  and  for  leave  to  resign.  Following  on  this  petition, 
the  pursuer  here,  Robert  Reid,  C.A.,  Glasgow,  was 
appointed  judicial  factor.  His  appointment  was  superseded 
by  the  sequestration  of  the  estate  on  lyth.  May,  bvA  as  the 
pujsuer  was  confirmed  trustee  on  5th  June  there  was  no 
change  in  the  management.  Although  the  pursuer  sued  as 
trustee  in  the  sequestration,  it  was  as  representing  the 
deceased  Gavin  Stewart,  and  as  vested  in  the  property 
belonging  to  him  that  he  maintained  h:s  right  to  decree. 


The  leading  conclusion  was  one  for  declarator  that  certain 
tenements  belonged  to  Gavin  Stewart  at  his  death,  but  the 
real  object  of  the  action  was  to  deprive  the  defender  of  the 
benefit  of  two  ex  facie  absolute  dispositions  which  he  held 
of  the  subjects  in  question,  and  which  were  recorded  in  his 
favour  on  2jrd  Septemrber  1904.  The  pursuer  maintained 
that  the  recording  of  these  writs  by  the  defender  was 
unwarrantable  and  illegal ;  and  he  accordingly  sought 
reduction  of  the  dispositions  themselves  and  of  the 
warrants  of  registration  as  well  as  of  the  back-letter 
executed  by  the  defender  in  the  pursuer's  own  favour 
while  he  was  administering  the  estate  as  judicial  factor. 
If  the  pursuer  were  successful,  the  late  Gavin  Stewart 
would  stand  on  record  as  the  owner  of  the  property 
unburdened  by  any  security  title  in  favour  of  the  defender. 
In  the  end  of  July  1904  Gavin  Stewart  was  in  urgent  need 
of  financial  assistance,  and  he  applied  to  the  defender  for 
a  loan  of  j^2,ooo.  This  loan  the  defender  agreed  to  give 
by  discounting  bills  to  that  extent,  provided  he  obtained  a 
security  over  the  subjects,  to  take  the  form  of  an  absolute 
disposition  of  the  subjects,  and  the  defender  undertook  to 
grant  a  back-letter  agreeing  to  reconvey  the  subjects  on  his 
advances  being  repaid. 

Lord  Salvesen  assoilzied  the  defender  from  the  conclu- 
sions of  the  action,  and  found  him  entitled  to  expenses. 
His  Lordship  said  he  reached  the  conclusion  (i)  that  the 
defender  became  entitled  to  delivery  of  the  ex  facie  abso- 
lute dispositions  on  making  the  advance  of  ;f  1,000  on  Z9th 
August,  subject  only  to  his  acknowledging,  as  he  was 
always  willing  to  do,  the  trust  which  was  thereby  con- 
stituted in  him  quoad  the  reversion ;  (2)  that  even  assuming 
the  defender  was  not  entitled  to  record  the  dispositions  on 
23rd  September,  the  trustees  homologated  his  actings  in  the 
knowledge  of  the  facts,  and  the  pursuer,  as  coming  in 
their  place,  was  not  entitled  in  this  action  to  challenge  what 
they  did ;  and  (3)  that  the  pursuer  himself  by  accepting  the 
back  bond  expressly  recognised  the  defender's  right,  and 
he  had  not  stated  any  relevant  grounds  fox  reducing  the 
transaction  which  resulted  in  that  writ  being  executed. 
On  all  these  grounds  his  Lordship  was  of  opinion  that  the 
defender  fell  to  be  assoilzied.  It  was  worth  noting  that 
the  pursuer  did  not  propose,  as  a  condition  of  the  reduction 
which  he  sought,  to  make  restitution  of  the  ;f  1,000 
advanced  by  the  defender  (who  was  prepared  to  have 
loaned  the  ;^2,ooo  to  Gavin  Stewart  had  he  survived  and 
required  further  advances),  and  it  was  obviously  not  in  the 
interest  of  the  estate  that  he  should  do  so,  as  the  value  of 
the  security  iell  far  short  even  of  that  sum.  The  buna  fides 
of  the  advance  could  not  be  questioned,  and  it  would,  in 
his  Lordship's  opinion,  be  highly  inequitable  that  the  pur- 
suer should  be  entitled  to  deprive  the  defender  of  his 
security  for  this  sum,  when,  but  for  the  promise  to  give 
a  specific  security,  it  would  never  have  been  advanced. 
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Thb  Cornhill  Magazine  for  June  contains  the  customary 
instalments  of  "  Sir  John  Constantine,"  by  Mr.  A.  T.  Quiller- 
Couch,  which  now  reaches  its  conclusion,  and  of  "  Chippinge," 
by  Mr.  Stanley  J.  Weyman.  In  "  An  Incursion  into  Diplomacy  " 
Sir  Arthur  Conan  Doyle  tells  how  he  came  to  write  his  pamphlet 
"  The  War  in  South  Africa :  its  Cause  and  Conduct,"  which  was 
translated  into  twenty  different  languages ;  how  it  was  received, 
and  how  the  surplus  proceeds  were  disposed  of.  Short  stories 
are  "  Marian  Bramson  :  Spinster,"  by  Mr.  W.  Clinton  Ellis,  and 
"  The  Story  of  the  Princess  Gorgona,"  by  Mr.  George  Young. 
Mr.  E>avid  Hannay  chooses  an  appropriate  moment  to  describe 
the  history  of  "The  King's  Spanish  Regiment " — the  "  Zamora" 
—of  which  King  Edward  VII.  is  colonel.  The  number  con- 
cludes with  an  article  on  "  The  Birds  of  London,  Past  and 
Present,"  written  by  Mr.  F.  H.  Carrutbers  Gould,  and  illustrated 
with  drawings  from  the  well-known  hand  of  "  F.  C.  G." 


Cassbll's  Magazine  for  June  1906  contains :"  Opera :  Past 
and  Present,"  by  Austin  Brereton  ;  "  Concerning  Mr.  R.  Caton 
Woodville,"  by  R.  de  Cordova,  with  pictures  by  the  artist ;  "  Mr. 
Max  Pemberton,"  a  New  Portrait ;  "  The  '  Fuzziness '  of 
Hoockla-been,"  a  complete  short  story,  by  Jack  London; 
*'  Signor  Caruso,"  illustrated  with  photographs  and  caricature ; 
"  Lord  Dalmeny  as  a  Cricketer,"  illustrated  with  special  photo- 
graphs; "Mr.  Soper's  New  Sister,"  a  complete  story,  by  Tom 
Gallon,  illustrated  by  Lawson  Wood  ;  "  The  Count's  Chauffeur," 
a  series  of  complete  stories,  by  William  Le  Queux,  "  I. — A  Move 
on  the  'Forty'";  "Some  Impressions  of  Minto";  "The 
Vengeance  of  the  Dago,"  a  complete  short  story,  by  Edwin 
Pagh ;  "To  Succeed  in  Parliament,"  by  Harry  Furniss,  with 
illustrations  by  the  author ;  "  Men  and  Things  "  ;  "  The  Diamond 
Ship,"  a  new  serial  story,  by  Max  Pemberton,  illustrated  by 
Sydney  Seymour  Lucas ;  "  The  Times  "  ;  "  Tales  by  the  Way  "  ; 
"  Other  People's  Humour,"  &c.  Ac. 
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Benevolent  flssociation. 

President: 
B.  WATERHOUSE.   Esq. 

Treasurers : 

J.  DIX  LEWIS.  Esq. 

F.    W.    PIXLEY,    Esq. 

GERARD  VAN  DE  LINDE,  Esq. 

Bankers : 
WILLIAMS  DEACON'S  BANK.  LIM. 


J^uring  the  year  ended  31st  March  1906.  Relief  was 
g^ranted  in  29  cases  to  the  amount  of  ;^876  7s.  6d. 

J^onations  and  Annuities  to  necessitous  Members 
are  paid  only  out  of  the  net  Income  received  from 
Annual  Subscriptions  and  Investments. 

^11  Donations  and  Legacies  are  invested. 

I^emberp  of  the  Institute  of  Chartered  Acconntants 
are  earnestly  requested  to  become  Members  of 
the  Association. 


MOOROATS  PlACS, 
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GEORGE    COLVILLE. 
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Fowler  &  Pettier, 

&UCTIONEERS,  SUR7ET0RS    ft    YiLDERS. 

RKOTBTER     OF     CITY     OFF1CK3,     SHOPS,     WARKHOUSE3,     «TC. 
TO     as     LET     OR     SOLD. 
MANAGEMENT     AND     SALE     OF     REAL     ESTATE. 


k.  0.  FOWLBR,  F.B.I. 
G.  S.  PORISH    F.A.I. 
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Extract  from  AtuUting,  by  Lawsbncb  R.  Dicxsbb,  F.CJL 
(Pagt  f90) 
Liunstd  HousMS  presoot  some  rather  special  features.  The  goodwlD 
tctaching  to  the  license  gives  the  lease  or  freehold  of  licensed  premises 
a  market  value  greatly  in  excess  of  their  real  value  as  buildings.  To 
be  properly  considered,  the  value  of  the  premises  and  the  license  must 
be  separated.  The  former  should  be  depreciated  in  the  usual  way. 
leaving  the  license  alone  to  be  considered.  A  license  on  freehold  pre- 
mises does  not  depreciate,  but  a  license  on  leasehold  premises  passes 
away  with  the  premises  and  must  thereibre  be  depreciated  like  a  lease. 
A  Uoense  may  at  any  time  be  lost— either  for  misconduct  or  for  no  rea- 
•on— bm  this  is  a  continoenoy  outside  the  scope  of  depveciatlon.  It 
amy,  taoweves.  be  provided  against  by  Insuranoe,  which  would  appeif 
iobe  a  moit  pnideot  ooorae  to  adopt. 

For  foU  pardenlaxt  as  to  UOHVIBS  nSUBAMCB  apply  to- 

Vha  LI0EN8BB  INBUBANGB  GORPOBATIOH 
JUID  GUARANTEE  FUND,  Limited, 

24  MOORQATE  STREET,  LOHDOh, 


XselmiT*  SoBmeM 


Lioenoed  Property. 


Insured  and  Loans  and  Debentures  on 
Licensed  Property  of  every  description  guaranteed. 


Th9  Capitaiised  Value  of  the  QoodwIII  of  a  Licensed  Bus/neu 
b  the  value  of  the  license,  and  may  be  estimated  upon  a  mere 
liberal  basis  If  the  license  Is  Insured. 
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The  Accountant  is  printed  and  published  in  time  for 
Friday  Evening's  Mail. 


TERMS  OF  SUBSCRIPTION  {payable  in  advance). 


Per  annum,  post  free  (United  Kingdom) 

»»  f»        (Foreign     and     Colonial) 

RATES    FOR   ADVERTISEMENTS. 
Prospectuses  and  Company  Notices,  per  page  ... 

Half. page  Advertisement      

Quarter-page  Advertisement  

Trade  Notices,  per  inch       

Auction  Sales,  &c.,  per  line 

Partnerships,  Situations  vacant — 

Minimum  charge  for  32  words        

Per  line  afterwards        


£1 


£5    o 
3    o 

o    5 
o    o 


Wheatley  Kirk.  Price  &  Co., 

(established  1850) 

YAL0ER8,  AUCTIONEERS  ft  ARBITRATORS 

OF    EVERY    DESCRIPTION    OF 

WORKS,  PLANT,  HAOHIHBRT,  ft  STOCK. 

PmRlODICAL   VALUATIONS   AT  SPECIAL    RATKS 

ANNUAL    iNSFECTtONB      FOR     DEPRECIATION 

SALES  OF  WORKS   BY   PRIVATE  TREATY. 

PAKTNERSNtBS    IN    ENOlNKEHINO    PROFESSION     ARRANOgl>' 


46    Watling    Street,    London,  E.C 

and   ALBERT    SQUARE.    MANCHESTER, 
TkuPHOMB  5,077  Bake.      Telborams—"  INDICES,  LONIX>N 


Betd.  1891. 


GUARDIAN 

ASSURANCE    COMPANY,    Limiter 


FIRE,      LIFE,     ACCIDENT, 

AND    BURGLARY    INSURANCE 


Total  Funds  over  £5,000,000. 


Hbad  Office:— 11   LOMBARD   STREET,    LONDON. 
Law   Courts    Br\nch  :— 21    FLEET   STREET. 


XcabitiQ  articles. 


The  Future  of  Articled  Clerics. 


UOR  some  few  weeks  past  there  has  been 
going  on  in  these  columns  a  desultory  dis- 
cussion, ostensibly  on  the  proposed  regulation 
of  the  accountancy  profession  by  legislation, 
but  really  upon  a  number  of  matters  of 
varying  interest  to  those  who  are  concerned  in 
the  future  of  accountancy.  We  do  not  propose 
to  add  anything  to  our  previously  stated  viewi 
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on  the  subject  of  the  regulation  of  the  profes- 
sion, whether  by  legislation  or  otherwise,  for 
it  seems  to  us  that  the  matter  has  long  sihfce 
been  sufficiently  debated  in  general  terms,  and 
that  if  anything  further  is  to  be  done  it  should 
be  rather  in  the  direction  of  some  definite 
action  being  taken  than  in  further  contributing 
to  the  already  somewhat  voluminous  output  of 
wordy  discourse.  From  what  transpired  at  the 
recent  Annual  Meeting  of  the  Institute,  how- 
ever, it  appears  that  the  subject  is  at  last 
receiving  some  definite  consideration.  Some 
such  assurance  must,  we  assume,  have  been 
privately  conveyed  to  Mr.  E.  D.  White,F.C.A., 
when  he  was  induced  to  withdraw  the  motion 
of  which  he  had  given  due  notice.  We  prefer, 
therefore,  to  await  the  formulation  of  some 
definite  scheme  before  devoting  further  time  to 
its  consideration. 

In  the  meanwhile,  two  other  issues  have  been 
raised  by  our  various  correspondents,  both  of 
considerable  importance,  and  both  of  which 
should,  we  think,  be  very  generally  and  care- 
fully considered,  so  that  they  may,  to  such  an 
extent  as  may  seem  necessary,  be  dealt  with 
simultaneously. 

The  first  of  these  points  was  raised  by  our 
correspondent  "  Scottice,'*  in  his  letter  which 
appeared  in  our  issue  of  the  12th  ult.,  when  he 
pointed  out  the  desirability  of  the  Joint  Com- 
mittee of  the  Chartered  Societies  limiting 
the  number  of  apprentices  Scottish  practi- 
tioners should  be  entitled  to  take.  The 
number  of  apprentices  at  the  present  time  in 
Scotland,  he  stated,  discounts  all  the  require- 
ments of  the  profession  for  several  years,  even 
allowing  for  the  annual  overflow  to  England. 
From  the  point  of  view  of  the  Scottish  appren- 
tices there  is  doubtless  something  to  be  said 


against  Edinburgh  practitioners  practically 
working  their  businesses  with  apprentices,  and 
in  many  cases  getting  the  whole  of  their  office 
work  done  by  them,  as  stated  by  our  correspon- 
dent "  C.A.,"  in  his  letter  which  appeared  in 
our  issue  of  the  26th  ult.  We  question,  however, 
whether  the  apprentices  themselves  have  really 
anything  to  complain  of,  for  they  will  un- 
doubtedly get  a  more  efficient  training  in 
offices  where  they  are  expected  to  work  than 
in  offices  where  they  are  permitted  to  idle. 
The  real  objection  to  the  absence  of  all  limita- 
tions as  to  the  number  of  apprentices-K)r 
articled  pupils,  as  we  prefer  to  call  them  in 
this  country — is  that  the  number  of  persons 
who,  as  duly  qualified  Chartered  Accountants, 
expect  to  derive  a  living  out  of  the  practice  of 
accountancy  would  grow  far  more  speedily  than 
the  demand  for  their  services  if  all  practi- 
tioners were  to  follow  upon  the  same  lines. 
We  imagine  that  the  institution  of  articles  has 
been  designed  not  merely  for  the  purpose  of 
enabling  principals  to  pocket  premiums  and  to 
get  their  clerical  work  done  at  a  minimum 
figure,  but  also,  in  part  at  least,  with  a  view 
to  securing  the  next  generation  against  the 
competition  of  incompetent  and  unscrupulous 
persons.  It  must  not,  of  course,  be  supposed 
that  we  are  for  one  moment  advocating  that 
the  doors  of  admission  to  the  profession  of 
a  Chartered  Accountant  should  be  closed 
in  order  to  put  up  prices  by  creating  an 
artificial  scarcity  of  skilled  accountants,  but 
we  do  think  that  a  reasonable  limit  to  the 
number  of  articled  pupils  that  a  practitioner 
is  entitled  to  take  at  the  same  time  has  the 
salutary  effect  of  discouraging  him  from 
taking  anyone  as  an  articled  pupil  whom  he 
does  not  consider  will  eventually  become  a 
successful  account^f^d  by  Google 
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We  take  it,  however,  that  the  objection  of 
our  correspondents  to  the  absence  of  all  limi- 
tion  in  Scotland  is  not  so  much  in  the  interests 
of  the  articled  pupils  themselves  as  of  the  pro- 
fession in  England  ;  and,  undoubtedly,  English 
accountants  and  accountant  students  have  a 
reasonable  right  to  their  views  upon  a  subject 
which  certainly  affects  them  somewhat  seriously. 
There  has  for  many  years  past  been  a  steady 
stream  of  Chartered  Accountants  issuing  out 
of  Scotland.  Some  of  them  go  abroad  or  to 
the  Colonies,  and  with  these  we  need  not  con- 
cern ourselves,  but  many  of  them  settle  down  in 
this  country  and  at  once  pose  as  qualified 
accountants,  whereas,  undoubtedly,  on  their 
arrival  here  their  claim  to  be  regarded  as 
qualified  is  quite  without  justification.  The 
competition  of  Scottish  practitioners,  however 
unfair  it  may  be»  is  probably  the  least  serious 
part  of  the  matter.  What,  it  seems  to  us,  is 
the  more  serious  aspect  of  this  Scottish 
invasion  is  its  effect  upon  the  position  and 
prospects  of  those  English  accountants  who 
are  not  in  practice  for  themselves.  As  in 
many  cases  the  Scottish  C.A.  is  willing  for  a 
time  at  least,  while  he  is  learning  to  make 
himself  competent,  to  accept  a  salary  in 
England  smaller  than  that  which  would  be 
demanded  by  any  Englishman  with  a  similar 
number  of  years'  experience,  he  is  frequently 
preferred  not  only  on  account  of  this,  but 
because  he  is  described  as  a  "  Chartered 
Accountant."  If  English  practitioners  did  not 
give  facilities  to  enable  Scotsmen  to  learn 
their  business  in  this  country  save  in  the 
proper  and  regular  way,  and  if  they  refused 
to  recognise  the  Scottish  "  C.A."  as  being 
the  equivalent  in  England  to  "Chartered 
Accountant,"  a  very  different  state  of  affairs 
would   be  speedily  brought  about.     So  long, 


of  course,  as  Scottish  Chartered  Accoun- 
tants are  permitted  to  give  articles  indis- 
criminately, the  output  of  C.A.'s  will  in  the 
nature  of  things  be  far  greater  than  is  needed  in 
Scotland.  The  remedy  for  this  state  of  affairs 
is,  it  seems  to  us,  in  the  nature  of  a  reasonable 
restriction  of  the  output,  so  that  an  increasing 
proportion  of  accountant  students  may  in  the 
future  be  trained  in  the  country  where  they 
propose  to  practise,  and  may  thus  become  in 
the  course  of  their  regular  training  qualified  in 
fact,  as  well  as  in  mere  name. 


Parliamentary  Companies. 


T  N  our  issue  of  the  12th  ult.  we  reproduced  a 
full  report  of  the  lecture  delivered  by  Mr. 
Frank  Noel  Keen,  LL.B.,  A.C.A.,  at  a  recent 
meeting  of  the  Chartered  Accountant  Stu- 
dents' Society  of  London  upon  the  subject  of 
Parliamentary  Companies.  Mr.  Keen,  who 
was,  it  will  be  remembered,  a  practising 
accountant  before  he  became  a  barrister,  is 
naturally  well  acquainted  with  the  require- 
ments of  accountant  students,  and  he  has 
thus  been  able  to  fill  a  distinct  blank  in  the 
literature  of  the  profession,  and  to  place  before 
examination  candidates  and  others  in  a  fairly 
complete  and  highly  interesting  form  a  resume 
of  the  principal  points  relating  to  the  Constitu- 
tion of  companies  incorporated  by  special  Act 
of  Parliament,  and  points  in  which  such  com- 
panies differ  from  the  more  common  class  of 
companies  registered  under  the  Companies 
Acts. 

For  the  purposes  of  our  present  review 
it  is  unnecessary  for  us  to  follow  Mr.  Keen 
through  all  the  numerous  headings  under  which 
he  treats  his  subject.  Especial  interest,  how- 
ever, naturally  attaches  to  the  paragraph  dealing 
•^  Digitize.         ^     ^  ^ 
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with  the  Depreciation  and  Reserve  Funds, 
in  view  of  the  discussion  that  has  taken  place 
in  these  columns  recently  as  to  the  right  of  a 
gas  company  to  provide  for  depreciation  other- 
wise than  through  the  operations  of  its  statu- 
tory Reserved  Fund  and  Insurance  Fund. 
Upon  this  point,  however,  it  must  be  admitted 
that  the  lecturer  is  somewhat  disappointing. 
He  states  that  it  is  not  usual  for  a  parliamen- 
tary company  to  be  placed  under  any  obliga- 
tion to  provide  systematically  out  of  Revenue 
for  the  depreciation  of  works  and  plant  in 
which  its  capital  funds  have  been  sunk.  For 
this  reason  the  Revenue  Account  has  to  bear 
not  only  the  cost  of  maintaining  the  works,  but 
also  the  cost  of  replacing  any  parts  thereof 
which  may  become  worn  out  or  otherwise 
require  renewal.  He  adds,  however,  that 
it  is  usual  for  parliamentary  companies 
to  be  empowered,  and  some  such  companies 
are  required,  to  create  Reserve  Funds,  and 
that  special  funds  for  purposes  such  as  depre- 
ciation, insurance,  or  renewal,  are  sometimes 
authorised.  All  this  seems  to  leave  us  very 
much  where  we  were  before:  the  question 
which  our  correspondents  wish  to  see  definitely 
answered  one  way  or  the  other  is  as  to 
whether  it  is  legitimate  for  a  gas  company,  in 
addition  to,  or  in  substitution  for,  any  contribu- 
tions that  it  may  make  towards  its  statutory 
Funds,  to  charge  against  Revenue  from  year  to 
year  sums  in  excess  of  the  actual  expenditure 
upon  repairs  and  maintenance,  with  a  view  to 
creating  an  additional  and  Secret  Reserve  out 
of  which  excessive  expenditure  upon  renewals 
in  subsequent  years  might  be  met.  It  will  be 
remembered  that  the  view  we  expressed  at  the 
time  was  that  so  long  as  the  Secret  Reserve 
and  the  statutory  Reserve  did  not  altogether 
exceed    the    statutory    maximum    figure,    we 


I  thought  that  this  course  might  be  pursued,  but 
not  when  it  had  the  effect  ot  building  up 
Reserves  (of  whatever  description)  in  excess  of 
the  statutory  maximum.  At  the  same  time  we 
expressed  this  view  with  some  hesitation,  in 
that  the  point  has,  so  far  as  we  are  aware, 
never  yet  been  raised ;  and  we  should  have  been 
glad  if  Mr.  Keen  could  have  seen  his  way  to 
throw  some  further  light  upon  the  matter.  It 
would  appear,  however,  that  the  subject  is  so 
large  a  one,  and  involves  such  exhaustive 
quotations  from  Acts  of  Parliament,  that 
within  the  limits  of  time  and  space  available 
there  was  practically  no  opportunity  for  any 
very  extensive  comment. 

We  observe  this  particularly  in  connection 
with  the  section  devoted  to  Accounts  and 
Audit,  which  is  practically  all  quotation,  save 
for  a  passing  reference  to  the  decision  in  Steele 
V.  The  Sutton  Gas  Co.  This  decision  might 
well,  we  think,  have  been  further  explained. 
Again,  the  bare  mention  of  the  fact  that  it  is 
now  becoming  usual  by  a  clause  in  the  special 
Act  to  remove  the  limitation  imposed  in  Section 
102  of  the  Companies  Clauses  Consolidation 
Act,  1845,  which  required  that  where  no  other 
qualification  was  prescribed  by  the  special  Act 
every  auditor  should  hold  at  least  one  share  in 
the  undertaking,  hardly  exhausts  the  point. 
Such  a  provision  was,  of  course,  entirely  reason- 
able at  a  time  when  auditors  were  selected  from 
among  the  members  of  the  company,  and  em- 
powered to  employ  accountants  to  assist  them 
in  the  discharge  of  their  duties,  but  is  quite  out 
of  date  under  latter-day  conditions. 

Another  point  which,  it  seems  to  us,  calls  for 
further  explanation  is  the  position  of  affairs 
when  a  parliamentary  company,  under  powers 
granted  by  its  special  Act,  issues  shares  or  stock 
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be  expected  to  appreciate  the  difficulties  of  an 
accountant  student  upon  such  a  point,  but  for 
all  that  they  are  very  real,  and  centre  round  the 
question  as  to  how  the  discount  is  to  be  treated 
in  accounts.  With  the  Single-Account  System 
the  discount  would  probably  be  shown  as  the 
last  item  upon  the  right-hand  side  of  the 
Balance  Sheet,  if  the  accounts  of  such  an 
undertaking  were  ever  framed  upon  that 
system ;  but  with  the  Double-Account  System 
even  the  quite  inexperienced  student  would 
probably  appreciate  the  difficulty  of  stating 
as  an  item  of  capital  expenditure  in  the 
Capital  Account  a  sum  which  had  never  been 
expended  at  all.  The  difficulty  is,  however, 
got  over  by  treating  the  account  strictly  in 
the  nature  of  what  it  is  supposed  to  be, 
a  Cash  Account,  and  therefore  upon  the 
Cr.  or  the  Receipts'  side  the  Capital  Issued  is 
only  stated  at  the  actual  amount  of  money 
received  in  respect  thereof — that  is  to  say,  the 
net  figure — and  not  at  the  nominal  or  face  value 
of  the  shares  or  stock  issued  in  exchange.  As 
a  result,  the  total  of  this  side  of  the  account 
does  not  represent  the  total  upon  which 
dividends  have  to  be  calculated,  but  neither 
would  it  have  done,  had  the  capital  been  issued 
at  a  premium,  as  in  that  event  the  premiums 
would  have  appeared  as  Capital  Receipts, 
although,  of  course,  no  dividends  would  be 
payable  thereon.  For  particulars  of  the 
capital  issued,  upon  which  dividends  must  be 
calculated,  reference  must  in  all  cases  be  made 
to  the  preliminary  statistical  statement  of  issued 
capital,  which  invariably  precedes  the  statement 
of  the  Capital  Account  itself. 

If  Mr.  Keen  can  see  his  way  upon  a 
subsequent  occasion  to  supplement  his  paper 
on  Parliamentary  Companies  by  one  dealing 


with  the  various  questions  of  account  that  are 
peculiar  to  these  undertakings,  we  feel  sure  that 
his  effort  will  be  widely  appreciated. 


WLcctAis  Tlotes« 


,  According  to  a  newspaper  report  of  the 

System  of  further  proceedings  in  the  Ogden  bonus 
Bookkeeping.**  c^se,  we  notice  that  Mr.  George 
Nicholson,  of  the  firm  of  Messrs.  Harmood  Banner  & 
Co.,  is  said  to  have  stated  that  he  was  aware  that 
Ogdens,  Lim.,  had  adopted  the  American  system  of 
bookkeeping  in  190T.  Might  we  ask  Mr.  Nicholson,  or 
Mr.  S.  S.  Dawson,  who  was  also  called  as  a  witness,  to 
explain  what  the  **  American  System  of  Bookkeeping  " 
really  is  ? 


Qll  It  seems  that  the  combined  weight  of 
Appointa  a  public  opinion  in  the  States  has  been 
Presi  Agent       ^^^  j^j^^jj^  ^^^^  ^^^  ^j^^  g^Q^^j  insularity 

of  the  Standard  Oil  Company,  for  it  is  announced  that 
a  press  agent  has  been  appointed  whose  duty  it  will 
presumably  be  to  educate  the  masses  up  to  the  Oil 
Standard  and  to  counteract  the  effects  of  recent 
criticism.  There  may  be  much  vulue  in  a  press  agent, 
and  the  pen  may  be  very  mighty,  but  the  row  of  the 
Trust  is  a  long  one  and  will  need  a  strong  hoe. 


WaU  Btnet*t  The  New  York  correspondent  of  The 
At^aoOntf  Financial  News  points  out  that  the 
Buftlnen.  facilities  for  trading  in  stocks  and 
shares  in  that  city  are  much  more  convenient  than  apply 
over  here.  An  express  "  ticker"  service  exists  between 
nearly  every  large  commission  house  and  the  Ejcchange, 
and  every  change  of  quotation  is  recorded  on  a  large 
frame  which  covers  the  entire  wall  of  a  room  in  the 
broker's  offices,  and  which  exhibits  the  names  of  all 
listed  and  unlisted  stocks,  together  with  their  highest 
and  lowest  prices  of  the  previous  day  and  the  latest 
quotation.  In  order  to  appreciate  this,  it  must  be 
remembered  that  the  speculator  can  walk  into  the 
offices  of  his  brokers  and  can  tell  at  a  glance,  by  cast- 
ing his  eye  down  the  list  of  highest,  lowest,  and  latest 
prices  on  the  board,  exactly  how  the  market  is  going. 
He  can  then  sit  down  and  watch  the  movements  as 
they  take  place  on  the  Exchange,  and^-^yhen  he  thinks 
Digitized  by  vnOOQ IC 
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it  is  time  to  close  his  "  bear,"  or  "  average,"  or  sell 
"  short,"  according  to  his  interpretation  of  the  fluctua- 
tions, be  simply  scribbles  out  his  instructions  and  hands 
the  slip  of  paper  over  the  counter.  His  order  is 
immediately  telephoned  over  to  the  firm's  representa- 
tive on  the  "  floor,"  and  two  or  three  minutes  later  he 
will  see  the  price  at  which  his  order  has  been  executed 
duly  recorded  on  the  ticker  and  placed  upon  the  board. 
It  certainly  seems  that  the  operator  can,  in  America, 
get  in  better  touch  with  the  actual  market  movements, 
and  since  all  oflicial  records  of  each  transaction  are  at 
his  disposal  in  case  of  dispute,  we  suppose  we  may  say 
this  is  one  of  the  things  they  do  better  in  New  York. 


Intenifttloiua  ^^®  Postmaster- General  has  announced 
Postal         that  although  the  British  delegates  to  the 

Amn^emeiiu.  recent  Postal  Congress  at  Rome  failed 
to  obtain  a  reduction  in  the  initial  postal  rate  of  2}d.  to 
foreign  countries,  they  were  successful  in  persuading 
the  Congress  to  adopt  two  important  concessions  which 
will  come  into  effect  next  year.  The  first  is  as  regards 
the  initial  weight  allowed  for  foreign  letters,  which  will 
be  increased  from  half  an  ounce  to  one  ounce  for  the 
existing  postage  of  ^Jd.,  while  at  the  same  time  the 
weight  of  letters  forwarded  to  colonies  and  depen- 
dencies of  Great  Britain  under  the  Imperial  Penny 
Post  will  also  be  increased  from  half  an  ounce  to  one 
ounce.  As  regards  the  second  part,  in  future  the 
postage  will  be  an  additional  i^d.  for  each  additional 
ounce  after  the  first  ounce,  instead  of  2}d.  for  each 
additional  half  ounce  after  the  first.  Thus  a  letter  to 
France  weighing  not  more  than  two  ounces  will,  upon 
the  revised  scale,  cost  4d.,  instead  of  lod.  as  at  present, 
and  such  a  letter  forwarded  (say)  to  India  will  cost  only 
2d.,  instead  of  4d.  These  reductions  will  be  greatly 
appreciated  by  all  who  have  an  extensive  foreign 
correspondence. 


BnlldlDtf  Society    ^^®  question  raised  by  our  correspon- 
MvuieMto       dent    '*  A.   R. "    in   his    letter    which 
OffloUli.  appeared  in  our  issue  of  the  2nd  inst. 

may,  we  think,  be  answered  by  reference  to  the  dictum 
of  Lord  Justice  Lindley  in  the  course  of  his  judgment 
in  The  London  and  General  Bank  case.  "  It  is  no  part 
of  an  auditor's  duty,"  said  his  Lordship,  **to  give 
"  advice  either  to  directors  or  shareholders  as  to  what 
"  they  ought  to  do.  An  auditor  has  nothing  to  do  with 
'*  the  prudence  or  imprudence  of  making  loans  without 


**  security.  It  is  nothing  to  him  whether  the  business 
"  of  a  company  is  being  conducted  prudently  or 
"  imprudently,  profitably  or  unprofitably ;  it  is  nothing 
**  to  him  whether  dividends  are  properly  or  improperly 
'*  declared,  provided  he  discharges  his  own  duty  to  the 
"  shareholders.  His  business  is  to  ascertain  and  state 
"  the  true  financial  position  of  the  company  at  the  time 
'*  of  audit,  and  his  duty  is  confined  to  that."  Unless, 
therefore,  our  correspondent  has  some  reasonable 
ground  for  believing  that  the  advances  to  the  official  in 
question  will  result  in  a  bad  debt  to  the  society,  there 
would  appear  to  be  nothing  in  the  circumstances 
named  that  calls  for  comment  upon  his  part. 


Abortive  Company  ^®  ''^P^^®^  ^"^^^  *^  '^'^  question 
— LMidlord'ilil^t  asked  by  our  correspondent  **G.  B." 
of  DlttroM.  in  Q^  i^gt  issue,  but  the  matter  is,  we 
think,  perhaps  worthy  of  further  oonsideration.  It 
appears  that  a  landlord  has  distrained  for  rent  on 
certain  goods  the  property  of  a  company  in  liquidation, 
and  our  correspondent,  relying  doubtless  on  Section  87  of 
the  Companies  Act,  1862,  inquires  whether  the  landlord  is 
acting  within  his  rights.  If  the  distress  had  been  issued 
in  consequence  of  the  failure  of  the  company  to  pay 
rent  due  by  it  to  the  landlord.  Section  87  would,  of 
course,  have  applied,  and  no  distress  could  have  been 
issued  without  the  leave  of  the  Court.  But  that 
section  does  not  override  the  general  rights  of  a 
landlord  to  distrain  for  rent  due  upon  any  goods  that 
he  may  find  on  the  premises,  with  certain  specified 
exceptions,  of  which  the  property  of  a  company  in 
liquidation  is  not  one.  Had  the  company  been  the 
tenant,  the  position  would,  as  we  have  said,  have  been 
entirely  different ;  but  as  there  has  been  no  assignment 
of  the  tenancy  to  the  company,  nothing  has  taken 
place  to  interfere  with  the  landlord's  rights. 


^  ^      In  a  case  which  came  before  his  Honoor 
aoGonatftntB 

Initnictod  by  Judge  Bray  in  the  Birmingham  County 
BoUolton.  Court  a  short  time  since  it  was  decided 
that  where  a  firm  of  solicitors  advise  their  client  to 
employ  an  accountant  to  make  an  investigation,  and  the 
client  accordingly  instructs  them  to  employ  an  accoun- 
tant, which  they  do,  the  client  is  liable  to  pay  the 
accountant's  charges,  and  is  not  entitled  to  assume  that 
an  agreed  sum  paid  to  the  solicitors  in  settlement  of 
their  costs  will  include  the  amount  due  to  the  accoun- 
tant. This  is  only  reasonable,  assuming  the  normal 
condition  of  affairs,  that  the  instruptjons  were^ven  to 
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the  accountant  by  the  solicitors  as  agents  for  their  client, 
in  which  event  they  would,  of  course,  incur  no  personah 
responsibility  in  the  matter.  The  client  has,  it  seems 
to  OS,  no  right  to  expect  that  they  would  accept  any 
such  responsibility,  and  has,  therefore,  no  reasonable 
ground  for  assuming  that  when  he  has  paid  his  solicitors' 
bill  he  has  discharged  all  the  liabilities  which  he  author- 
ised them  to  incur  on  his  behalf.  Of  course,  however, 
the  difficulty  could  not  have  arisen  had  a  detailed  bill 
of  costs  been  rendered,  and  it  occurs  to  us  to  suggest 
that  solicitors  ought  not  to  accept  payment  in  settlement 
of  their  client's  bill  without  at  the  same  time  taking 
some  steps  to  see  that  the  accountant  whom  they  have 
introduced  into  the  matter  is  paid.  It  is,  we  believe, 
very  usual  among  solicitors  for  them,  without  accepting 
personal  responsibility,  to  take  practical  steps  to  see 
that  any  accountants  employed  by  them  on  behalf  of 
clients  are  paid  their  proper  charges  in  due  course. 
This  is  obviously  desirable  from  the  point  of  view  of  the 
accountant,  but  in  view  of  the  decision  to  which  we 
have  just  referred  it  would  appear  to  be  also  convenient 
in  the  interests  of  the  client. 


Th«  erovth  of  In  connection  with  the  Thirty-seventh 
Go-oftnlloii.  Annual  Congress  of  the  Co-operative 
Union,  which  was  held  at  Birmingham  last  week,  it  is 
of  interest  to  note  that  whereas  in  -1870  the  returns 
showed  749  societies  in  existence  having  a  membership 
of  249,113,  and  a  share  capital  of  ;£'2,o34,26i,  the  present 
number  of  societies  stands  at  1,614,  with  a  total 
membership  of  2,258,060,  and  a  share  capital  of 
£29,042,029,  irrespective  of  the  loan  capital  of  {S^qz^a^S- 
During  the  past  25  years  the  aggregate  sales  have 
increased  from  ;£'8,202,466  to  ;r94>^97>5i4»  ^^nd  the  net 
proft  from  ;f555i435  to  ;fio,458,i63,  after  deducting 
;f  1,222,864  charged  up  as  interest  upon  share  capital. 


a  inurattntf  ^*  ^*  stated  that  an  action  has  been 
PartDtnhlp  instituted  in  the  Chancery  Division  of 
iMspntt.  the  High  Court  by  some  of  the 
proprietors  of  parts  of  shares  in  The  Times  against  Mr. 
Arthur  Walter,  the  manager  of  the  business.  The 
plaintiffs  complain  that,  while  thefr  liability  is  unlimited, 
they  are  allowed  no  voice  in  the  management  of  their 
property,  and  that  they  disapprove  of  the  manner  in 
which  the  business  is  being  conducted.  Without,  of 
course,  expressing  any  opinion  upon  the  merits  of  the 


case,  concerning  which  we  know  nothing,  we  may 
mention  that  it  will  be  of  great  interest  to  see  what 
view  the  Courts  take  of  this  interesting,  and  indeed 
unique,  problem  in  partnership  disputes.  It  is 
apparently  not  alleged  that  the  managing  partner  has 
done  anything  that  he  is  not  entitled  to  do,  but  the 
plaintiffs  seek  to  bring  about  a  different  condition  of 
affairs  merely,  apparently,  on  the  ground  that  they  do 
not  approve  of  the  conditions  now  obtaining.  They 
may  under  the  circumstances  be  entitled  to  a  dissolu- 
tion, but  it  is  difficult  to  see  what  jurisdiction  the  Court 
can  have  to  otherwise  interfere,  so  long  as  no  breach 
of  the  existing  agreements  has  been  committed. 


Jndlotal  ChaDgti. 


It    is   announced   that    Lord  Justice 


Stirling  has  resigned  his  seat  in  the 
Court  of  Appeal,  and  that  Mr.  Justice  Farwell  has  been 
appointed  in  his  stead.  Lord  Justice  StirUng,  who  was 
appointed  a  Chancery  Judge  in  1886,  and  raised  to  the 
Court  of  Appeal  in  1900,  has  delivered  probably  more 
decisions  of  interest  to  accountants  than  any  other 
occupant  of  the  Bench,  and  his  loss  will  undoubtedly 
be  severely  felt.  Mr.  Justice  Farwell,  who  succeeds 
him,  was  appointed  a  Judge  in  the  Chancery  Division 
in  October  1899,  when  the  number  of  Judges  was 
iQcreased  owing  to  the  serious  block  in  the  business  of 
that  division.  He  was  bom  in  1845,  educated  at  Rugby 
and  Baliol  College,  Oxford,  called  to  the  Bar  in  1871, 
and  created  a  Queen's  Counsel  and  a  Bencher  of  his 
Inn  in  1891.  His  Lordship  is  at  present  occupied  as 
Chairman  of  the  Commission  appointed  to  inquire  into 
the  alleged  War  Stores  Scandal,  and  it  is  understood 
that  he  will  not  hear  cases  in  the  Court  of  Appeal 
until  that  Commission  has  concluded  its  labours.  In 
the  meanwhile,  it  is  probable  that  the  President  of  the 
Probate  and  Divorce  Court  will  help  to  complete  the 
Second  Division  in  the  Appeal  Court. 


contains  a  paragraph  commenting 
upon  the  block  of  business  in  the  Court  of  Appeal, 
pointing  out  that  at  the  end  of  the  last  sittings  the 
Court  gave  judgment  on  an  appeal  from  a  decision 
given  on  the  25th  May  1905.  Our  contemporary 
expresses  the  view  that  what  is  wanted  is  an  increase 
of  three  in  the  number  of  Lords  Justices,  and  it  points 
out  that  then  it  would  be  always  possible  to  hold  two 

divisions,  even  in  the  absence  of  onf^rAwqJMgta 
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owing  to  ill-health,  while  in  their  spare  time,  of  course, 
the  Judges  would  be  available  to  help  clearing  off  the 
arrears  in  the  Courts  below.  There  can  be  little  doubt 
that  so  heroic  a  measure  should  effect  a  very  material 
improvement  in  the  existing  unsatisfactory  position  of 
affairs,  but  it  occurs  to  us  that,  upon  the  whole,  a  more 
satisfactory  result  might  be  achieved  by  adopting  our 
contemporary's  idea  and  taking  it  up  a  step  further. 
By  the  appointment  of  three  additional  judicial 
members  of  the  House  of  Lords,  that  tribunal,  whose 
business  is  in  at  least  as  unsatisfactory  a  state  as  that 
of  the  Courts  of  Appeal,  would  be  very  materially 
strengthened,  and  the  Law  Lords  might  fiom  time  to 
time  sit  in  the  Courts  of  Appeal  to  fill  a  vacancy  there 
caused  by  the  indisposition  of  a  Lord  Justice.  The 
weakness  of  the  House  of  Lords,  both  in  numbers  and 
in  calibre,  has  for  some  time  past  been  strongly 
marked,  and  if  it  were  to  be  reinforced  in  both  these 
directions,  it  would  be  a  material  advantage  all  round, 
achieved  possibly  at  even  less  expense  than  that 
required  to  carry  out  the  recommendations  of  our 
contemporary. 


Bnwery 

Amal^amaUon. 


It  is  announced  that  the  negotiations 
for  the  amalgamation  of  the  under- 
takings of  James  Salt  &  Co.,  Samuel  AUsopp  &  Sons, 
and  the  Burton  Brewery  are  now  practically  com- 
pleted. It  will,  doubtless,  be  necessary  to  effect  a 
considerable  reduction  both  of  capital  and  of  working 
expenses  before  any  very  satisfactory  result  can  be 
expected  as  a  consequence  of  this  process  of  amalgama- 
tion, but  in  any  event  it  is  to  be  hoped  that  the  articles 
of  association  of  the  new  company  will  render  com- 
pulsory the  annual  publication  of  full  and  proper 
accounts.  The  policy  of  secrecy  which  has  been 
chiefly  characteristic  of  the  brewery  limited  com- 
panies has  unquestionably  been  largely  responsible  for 
the  sudden  and  marked  fall  in  market  values  that  has 
recently  taken  place. 


iDtoreitoii  Bank  At  the  recent  meeting  of  the  Institute 
D«pofUi.  of  Bankers  in  Scotland  Sir  George 
Anderson,  who  presided,  stated  that  whereas  a  London 
bank  usually  had  to  pay  interest  on  only  20  per  cent, 
of  its  money,  and  while  in  the  English  provinces  the 
ratio  was  not  more  than  40  per  cent,  or  50  per  cent.,  in 
Scotland  banks  had  to  pay  interest  on  about  80  per 
cent,  of  the  money  lodged  with  them,  and  the  difference 


on  the  money  lent  over  what  the  money  lodged  cost 
them  was  only  about  i  per  cent.  This  explained  why 
they  were  unable  to  increase  their  rates  in  order  to 
attract  depositors.  Scottish  people,  he  said,  looked 
after  such  small  matters  more  closely  than  did  the 
English.  On  the  other  hand,  we  should  certainly  have 
thought  that  many  Scottish  banks  must  be  making  a 
very  nice  little  income  out  of  the  charges  which  they 
make  to  English  banks  for  cashing  their  own  cheques. 


Unregistered      A    somewhat    interesting    case     was 
Honey-Underi.     decided    by  Mr.    Justice    Bucknill   a 
short  time  since  affecting  the  question  as  to  who  is  a 
money-lender  within  the  meaning  of  the  Act  of  1900, 
and  accordingly  an  account  of  this  decision  will  be 
found  in  our  Law  Reports  this  week.    The  plaintiff 
described  himself  as  a  director  of  companies  and  a 
Chartered  Secretary.  He  denied  that  he  was  a  money- 
lender, but  admitted  that  he  was  not  secretary  of  any 
particular  company,  and  stated  that  he  arranged  mort- 
gages, obtained    capital   for    companies,  and    did    a 
general  city  financial  business.     He  did  not  deny  that 
he  had  lent  money,  but  he  did  deny  that  he  carried  ou 
the  business  of  money-lending,  while  at  the  same  time 
admitting  that  he  did  finance  people  in  the  course  of 
his  business.    On  the  plaintiff's  admissions  his  Lord- 
ship   held  that  he  was  a  money-lender  within    the 
meaning  of  the  Act,  and  that,  being  unregistered,  he 
could  not  sue  for  money  lent.    He  accordingly  gave 
judgment  for  the  defendants,  with  costs.    The  question 
as  to  who  is  a  money-lender  must,  of  course,  be  a 
question  of  fact  to  be  decided  upon  the  merits  of  each 
case  as  it  arises,  but  if  it  is  to  be  held  that  all  persons 
who  in  the  course  of  their  regular  business  occasionally 
lend  money  are  unable  to  recover  unless  they   are 
registered  as  regular  money-lenders,  many  persons  who 
would  be  very  much  surprised,  and  even  indignant,  to 
hear  themselves  described  as  money-lenders,  may  find 
that  in  the  eyes  of  the  law  they  occupy  that  position. 


Ineome  Tax  and  An  interesting  decision  was  delivered 
Underwriter!,  in  the  first  division  of  the  Court  of 
Session  at  Edinburgh  on  the  7th  inst.  in  the  course  of 
proceedings  taken  by  the  Inland  Revenue  authorities 
against  Mr.  Hugh  Gibb  under  the  Income  Tax  Act  of 
1842.  The  defender,  who  was  the  representative 
partner  of  a  firm  of  Glasgow  under|ivriter8,  had  refused 
.gitized  by  ^ 


June  16,  igo6. 


THE    ACCOUNTANT 


749 


or  neglected  to  deliver  to  the  Inland  Revenue  authorities 
a  statement  giving  the  names  and  addresses  of  those 
persons  for  whom  his  firm  acted  as  underwriters, 
together  with  a  statement  of  the  profits  or  gains  arising 
to  each  person.  Lord  Johnston  in  the  Outer  House 
had  decided  that  while  the  defender  was  bound  to 
furnish  such  a  list  of  names  and  addresses,  he  was  not 
bound  to  furnish  a  statement  of  profits ;  but  on  appeal 
this  decision  was  reversed,  and  the  defender  was  held 
to  be  liable  to  the  statutory  penalty  of  ;f  50  and  for  the 
costs  of  the  proceedings. 


R«tlnmeDt  of  ^^^'  ^"^®  J'  Sharp,  who  has  occupied 
tht  BirmlD^ham  the  position  of  Official  Receiver  at 
Offloial  ReoelYor.  Birmingham  since  its  creation  as  a 
result  of  the  Bankruptcy  Act,  1883,  has  been  retired  in 
consequence  of  his  reaching  the  age  limit  fixed  by  the 
regulations  of  the  Civil  Service.  In  view  of  the  terms 
under  which  he  was  appointed  it  may  well  be  doubted 
whether  these  regulations  are  binding  upon  Mr.  Sharp, 
but  the  present  Government  has,  of  course,  few 
supporters  in  Birmingham  to  offend,  and  the  President 
of  the  Board  of  Trade  is  perhaps  the  least  likely  of  its 
members  to  give  any  very  special  consideration  to  the 
views  of  Birmingham  residents.  Mr.  Sharp,  who  was 
form^ly  in  practice  as  an  accountant,  gave  up  a 
lucrative  practice  to  take  over  the  appointment  of 
Official  Receiver  at  a  salary  of  ;f  1,000  per  annum,  on 
the  condition  that  the  appointment  should  be  permanent 
with  a  right  to  pension  proportionate  to  the  years  of 
service,  undertaking  on  the  other  hand  to  devote  the 
whole  of  his  time  to  the  work  and  not  to  engage  in  any 
private  business.  Since  his  appointment  the  Oldbury 
and  Worcester  districts  have  been  added  to  the  Bir- 
mingham district,  without,  however,  any  corresponding 
addition  being  made  in  the  salary  of  its  Official  Receiver. 
Mr.  Arthur  S.  Cully,  the  Official  Receiver  of  the  South 
London  district,  has  been  temporarily  appointed  to  the 
position,  pending  a  permanent  appointment. 


Local  AiithoriUei  ^°  *  °°*®  '^^'''^  appeared  in  our  last 
and  UnanthoriMd  issue  under  the  above  heading  we 
BoRowliKi.  referred  to  the  fact  that  an  execution 
had  been  issued  against  a  local  authority,  and  that 
the  Sheriffs  officer  was  in  possession  of  the  Town  Hall. 
Our  contemporary  The  Solicitors*  Journal,  in  com- 
menting upon  the    matter,  points  out  that  while  a 


judgment  or  order  for  the  recovery  or  payment  or 
money  can  be  enforced  against  a  corporate  body,  as 
against  an  individual,  embarrassing  questions  some- 
times arise  as  to  whether  the  real  or  personal  property 
vested  in  a  corporation  is  or  is  not  impressed  with  a 
definite  trust,  so  as  to  prevent  it  being  available  to 
satisfy  the  debts  of  judgment  creditors.  A  creditor  has 
been  restrained  from  levying  an  execution  upon  moneys 
raised  by  rates  and  in  the  hands  of  the  treasurer  of  a 
union ;  but  apparently,  with  the  exception  of  such 
money,  the  land  and  other  property  of  a  union  is  vested 
in  it  absolutely  for  the  general  benefit  of  the  parishes 
without  any  definite  application  being  impressed  upon 
any  part  of  this  property  beyond  its  being  for  the 
benefit  of  the  parishes  and  subject  to  their  debts,  and, 
therefore,  capable  of  being  sold  for  their  debts.  It 
is  pointed  out  that  sometimes  the  Legislature  has 
specially  interfered,  as  in  the  case  of  the  Railway 
Companies  Act,  1867,  to  protect  the  property  of  a 
corporation  from  seizure  in  execution,  and  the  absence 
of  any  such  express  provision  to  protect  the  property 
of  a  local  authority  is  thus  strong  presumptive 
tfvidence  that  such  property  is  liable  to  seizure. 


Cumulative  or  In  our  issue  of  the  26th  ult.,  comment- 
Moimsninalailvo 

PNferenoe       ^^S  ^P^^  ^^^  recent  decision  of  Mr. 

Dividend!.  Justice  Joyce  in  Foster  v.  Coles  and 
M.  B.  Foster  &  Sons,  Lint.,  we  expressed  the  view 
that  if  articles  of  association  were  carefully  drawn 
there  ought  to  be  absolutely  no  doubt  as  to  what  the 
holders  of  any  class  of  shares  in  a  public  company  are 
entitled  to.  From  a  paragraph  which  appeared  in  last 
week's  issue  of  the  Law  Journal  we  gather  that  it  is 
perfectly  clear  that  the  intention  at  the  time  of  the 
reconstruction  of  the  company  was  to  reduce  the  rate 
of  dividend  on  its  preference  shares  and  to  make  such 
dividends  non- cumulative  instead  of  cumulative.  It  is 
equally  beyond  doubt,  however,  that  the  memorandum 
of  association  of  the  reconstructed  company  did  not 
carry  out  this  intention  so  far  as  the  last  part  is 
concerned,  for  in  the  old  memorandum  the  preference 
shares  were  described  as  carrying  a  cumulative  pre- 
ferential dividend  of  6  per  cent,  per  annum,  and  in  the 
new  memorandum  as  carrying  a  preferential  dividend 
of  5  per  cent,  per  annum.  It  appears  to  have  been 
overlooked,  however,  that  in  the  absence  of  express 
mention  a  preferential  dividend  is  always  cumulative. 
Apart  from  the  legal  aspect  of  the  matter  it  must,  we 
think,  be  admitted  that  [§[g^zech?y  @Hj)^  ^®^  °^ 
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investors  in  preference  shares  it  is  only  equitable  that, 
if  their  rights  to  a  preference  dividend  are  in  any  way 
limited,  the  facts  should  be  clearly  stated. 


Cotte0pon6ence  and  £nquttfes. 


All  communications  to  the  Editor  sfiould  be 
by  letter  only. 


[We  are  at  all  times  ready  to  insert  correspondence  on 
matters  of  interest  to  the  Profession^  hut  we  do  not  of  course 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents^  not  necessarily  for 
publication t  but  as  a  guarantee  of  good  faith."] 


Qraduated  income  Tax. 

(To  the  Editor  of  The  Accountant.) 

Sir, — I  have  a  great  admiration  and  fear  of  the 
German  graduated  income-tax  system,  it  being  almost 
impossible  to  escape  the  assessor's  notice,  all  incomes 
of  ;C45  and  over  being  taxable. 

Forms  are  supplied  (as  in  England)  upon  which  you 
are  required  to  fill  in  your  income  from  all  sources.  If 
you  neglect  to  send  in  this  form  your  assessment  is 
immediately  raised ;  you  can,  of  course,  appeal,  and 
perhaps  are  given  fourteen  days  in  which  you  must 
substantiate  your  claim,  or  the  assessment  stands. 

The  tax  is  payable  quarterly  in  advance ;  any  delay 
in  payment  means  a  heavy  extra  charge  for  expenses  of 
collection. 

The  following  list,  showing  the  graduated  tax,  may  be 
of  interest : — 


Numbers  showing 

the  intermediate 

rates  omitted. 

Income. 

Tai 
(Yearly) 

X 

45 

6/- 

7 

100 

31/- 

10 

150 

5a/- 

14 

30O 

9a/- 

z6 

aso 

118/. 

18 

300 

146/- 

26 

500 

300/. 

51 

a.ooo 
Yours  faithfully, 

1,280/. 

ERIC  L. 

HEATHCOTE 

Berlin-  Westend,  Sth  June  1906. 


Interest  in  Lieu  of  Notice. 

(To  the  Editor  of  Thi  Accountant.] 

Sir, — A  trustee  under  a  will  sells  some  property  upon 
which  there  is  a  mortgage. 

On  paying  off  the  mortgage  he  has  to  pay  interest  in 
lieu  of  notice ;  is  this  interest  chargeable  against  the 
tenant -for-life  or  the  remainderman  ? 

The  trustee  had  power  under  the  will  to  retain  the 
property,  and  did  so  for  some  years,  it  was  not  a 
realisation  upon  the  death. 

If  you  will  advise  me  on  the  matter  I  shall  be  glad. 

Thankiug  you  in  anticipation. 

Yours  faithfully, 

6th  June  1906.  F.  J  NO.  H. 

Auditor's  Certificate  and  Report  under  the 
Companies  Act,  1900,  and  Building  Societies  Acts. 

(To  the  Editor  of  The  Accountant.) 
Sir,— 
(i)  Requirements  of  Auditors. 

(2)  Dividends  out  of  Capital. 

(3)  Building  Societies*  Advances  to  Officials. 

It  is  from  such  letters  as  "Juvenis"  and 
"  Perplexed  *'  (issue  26th  May)  and  "  A.  R."  (issue  of 
2nd  June)  write,  that  a  clear  understanding  of  the  use 
of  the  auditor's  certificate  and  report  is  to  be  attained. 

"  Juvenis  *'  asks  whether  he  can  require  a  debt 
owing  by  the  manager  of  a  limited  company,  in  respect 
of  cash  advances  which  have  been  authorised  by  the 
board,  to  be  stated  separately  in  the  Balance  Sheet. 

"  Perplexed  "  asks  whether  he  ought  to  mention  in 
his  certificate  that  the  dividends  on  preference  shares 
of  a  limited  company  have  been  paid  out  of  capital. 

"  A.  R."  asks  whether  he  is  bound  to  report  to  the 
shareholders  of  a  building  society  that  the  directors 
have  granted  to  an  official  a  loan  which,  in  hit  opinion, 
is  insufficiently  secured. 

With  reference  to    my  views  as  to  the   auditor's 

certificate   and   report,  the   reasons  for   them  have 

already  been  stated  in  The  Accountants  and  it  is  not 

necessary    to    say  more  at    present    than    that    an 

auditor  seems  to  have  no  right  to  require  that  his 

Balance  Sheet  be  altered,  his  duty  being  to  report 

upon  the  Balance  Sheet  submitted.     I  have  before 

given  practical  reasons  why  the  report  should  not  be 

printed,  but  should  only  be  read  to  the  meeting,  and 

would  now  adduce  a  further  qtu^sHon  in    argument 
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which  may  appeal  to  some.  Why  should  the  Act 
require  that  the  report  be  read  to  the  meeting  if  the 
Act  intended  the  report  to  be  printed  and  circulated 
beforehand  ? 

Whether  in  this  particular  case  the  auditor  should 
report  upon  the  manager's  debt  may  depend  upon  con- 
siderations not  disclosed  in  the  letter;  but  certainly 
the  authority  of  the  board  for  the  loan  will  not  neces- 
sarily absolve  him  from  the  duty  of  reporting  to  the 
shareholders,  and  probably  the  classification  under 
Sundry  Debtors  is  inaccurate. 

If  my  views  are  sound,  "  Perplexed  "  should  certainly 
not  mention  in  his  certificate  that  a  dividend  has  been 
paid  out  of  capital.  If  there  is  no  undivided  profit 
reserved  for  the  purpose,  the  dividend  is  truly  paid  out 
of  capital.  It  is  hardly  possible  to  conceive  circum- 
stances in  which  he  would  be  justified  in  omitting  all 
mention  of  it  in  his  report  to  the  shareholders,  and  that 
I  venture  to  suggest  in  opposition  to  your  view,  even 
although  the  point  is  quite  clearly  shown  in  the 
Balance  Sheet.  The  auditor's  statutory  duty  is  to 
report  upon  the  accounts.  If  this  is  a  vital  point,  even 
although  clearly  stated  in  the  accounts,  he  must  surely 
report  upon  it.  Some  of  your  readers,  having  access 
to  English  cases,  will  no  doubt  be  able  to  give  the 
authority  for  a  judicial  dictum  to  the  effect  that  a 
hint  from  an  auditor  or  a  carefully  turned  statement  o^ 
facts  more  pregnant  than  they  seem  will  not  absolve  an 
auditor. 

In  regard  to  Building  Society  Accounts,  the  Chief 
Registrar  of  Building  Societies  has  issued  a  form  of 
accounts,  with  auditor's  certificate  appended.  Section 
22  of  the  Building  Societies  Act,  1894,  indicates 
that  the  auditor  shall  either  certify  the  account  as 
correct,  "or  specially  report  to  the  Society  in  what 
respects  he  finds  it  incorrect,"  &c.  The  form  of  the 
authorised  certificate  would  seem  to  require  that  any 
special  report  should  be  mentioned  in  it,  unless  it  was 
made  part  of  the  certificate. 

There  are  two  points  in  "  A.  R.'s  "  letter— 

(i)  What  duty  has  an  auditor  in  reference  to  valu- 
ations of  building  society  security  subjects  ? 

(2)  Is   there    any   special   objection    to   officials 
obtaining  advances  on  good  security  ? 

In  regard  to  the  first — above  all,  an  auditor  must  be 
discreet.  He  mast  weigh  the  possibilities  of  damage  to 
the  society's  credit  against  the  benefit  likely  to  accrue 
to  the  society  from  a  discussion  and  possible  action  by 


the  members,  and  in  the  particular  matter  of  valuations 
he  must  move  with  great  caution.  In  general,  it  might 
be  said  he  had  nothing  whatever  to  do  with  such.  He 
gives  no  certificate  as  to  valuation,  but  if,  for  example, 
a  heritable  subject  were  in  the  hands  of  a  society,  and 
had  been  put  up  for  public  sale  at  a  price  lower  than 
the  value  appearing  in  the  Balance  Sheet,  and  no 
purchaser  had  come  forward,  the  auditor  would  have  to 
consider  whether  he  should  report  the  facts.  ' 

In  Scotland  it  is  common  enough  for  both  officials 
and  directors  to  be  borrowers  from  a  building  society 
on  the  usual  conditions.  There  seems  to  be  no 
objection  to  lending  to  officials  other  than  directors, 
but  it  might  be  suggested  that  directors  lending  to  a 
co-director,  even  though  he  took  no  part  in  the 
discussion  or  decision,  are  acting  in  breach  of  trust ; 
but  if  such  is  the  general  law,  it  seems  to  me  that  the 
rules  ought  to  enable  the  directors  to  be  borrowers  from 
the  society,  or  otherwise  to  make  borrowers  eligible  as 
directors,  for  borrowers  may  have  interests  opposed  to 
investing  members  whicti  ought  to  be  represented  on 
the  board.  But  that  is  a  digression.  No  doubt  some 
of  your  readers  will  furnish  English  authority  on  the 
subject  of  the  legality  of  a  loan  by  a  society  to  an 
official — ^that  term  including  directors. 

THOS.  J.  MILLAR. 


Bankruptcy  Committee  and  Deeds  of  Arrangement. 

(To  (Me  Editor  of  The  Accountant.) 
Sir, — In  view  of  the  interest  at  present  attaching  to 
this  matter  perhaps  you  will  permit  me  to  trespass 
upon  your  space.  I  have  made  a  rough  draft  of  an 
Act  to  supplement  the  Deeds  of  Arrangement  Act,  1887, 
together  with  a  few  forms.  It  will  be  obvious  that  they 
are  not  drawn  by  an  expert  draughtsman,  and  perhaps 
a  coach -and-six  can  be  driven  through  most  of  the 
sections,  but  in  the  present  form  they  adequately 
express,  for  general  purposes,  my  views  as  to  what 
should  be  pressed  for.  I  have  sent  a  copy  of  the 
suggestions  to  the  Secretary  of  the  Committee,  and  he 
informs  me  they  will  receive  careful  consideration. 
The  main  point  is  that  if  a  deed  is  confirmed  it  becomes 
a  valid  document,  and  (i)  the  debtor  cannot  file  his 
petition  so  as  to  set  it  aside ;  (2)  a  trustee  can  give  a 
good  title  without  waiting  three  months,  and  thus 
avoid  the  injustice  as  shown  by  Davies  v.  Petrie;  and  (3) 
the  release  to  the  debtor  is  a  valid  one,  and  binding 
upon  all  creditors  except  those  wha-^ould  no^t  be 
bound  in  bankruptcy.         Digitized  by  V^nOOQ IC 
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It  would  also  put  an  end  to  the  injustice  hitherto 
shown  to  a  trustee  under  deeds  of  arrangement  avoided 
by  bankruptcy,  as  such  trustee  has  the  power  to  apply 
to  the  Court  to  dismiss  the  petition  and  confirm  the 
deed.  If  the  circumstances  are  such  that  the  Court 
will  grant  a  receiving  order  rather  than  confirm  the 
deed,  there  will  probably  be  something  connected  with 
the  matter  depriving  the  deed  trustee  of  any  considera- 
tion. But  the  Judge  or  Registrar  could  make  one  of 
the  terms  of  granting  the  petition  an  allowance  to  be 
fixed  by  the  Registrar  after  the  Official  Receiver  has 
reported. 

Where  the  Court  declines  to  make  an  order  con- 
firming the  deed,  it  will  mean  that  the  trustee  cannot 
give  a  good  title  until  the  expiration  of  three  months, 
the  debtor  may  file  his  own  petition  and  upset  the 
deed,  and  any  non-assenting  creditor  will  not  be  bound. 
I  have  not  dealt  with  the  rules  which  would  be  neces- 
sary for  the  proper  working  of  the  Act. 

I  am  not  giving  evidence  before  the  Committee,  but 
there  may  be  among  your  readers  witnesses  who  may 
deem  at  least  the  central  idea  worthy  of  support. 

Yours  truly, 

June  2nd  1906.         DAVID  P.  DAVIES,  F.S.A.A. 

THE  DEEDS  OF  ARRANGEMENT  ACT,  1907. 
I.— This  Act  may  be  cited  for  all  purposes  as  The  Deeds 
of  Arrangement  Act,  1907. 

2. — This  Act  shall  not  extend  to  Scotland. 

3. — This  Act  shall  apply  to  every  deed  of  arrangement 
registered  under  the  Deeds  of  Arrangement  Act,  1887,  which 
shall  be  executed  on  or  after  the  first  day  of  January  1907. 

4.~It  shall  be  the  duty  of  the  trustee  or  trustees  appointed 
under  any  deed  of  arrangement  executed  after  the  first  day 
of  January  1907,  and  registered  or  to  be  registered  under 
the  Deeds  of  Arrangement  Act.  1887,  to  forward  to  each 
creditor  of  whose  claim  he  or  they  shall  have  had  notice  a 
statement  stating  the  full  name,  address  or  addresses  of  the 
debtor,  and  his  description,  informing  the  creditors  that  the 
debtor  has  executed  a  deed  of  arrangement,  and  the  date  of 
the  deed  and  names  of  the  trustee  or  trustees  and  committee 
of  inspection,  if  any.  Such  circular  shall  be  sent  to  the 
creditors  before  the  expiration  of  the  fifth  day  after  execution 
of  the  said  deed.  • 

5. — (i)  In  addition  to  the  documents  prescribed  by  Section 
6  of  the  Deeds  of  Arrangement  Act,  1887,  as  necessary  for 
presentation  on  registration,  the  Registrar  shall  require 
production  of  the  following  documents : — 

(a)  A  copy  of  the  circular  referred  to  in  Section  4, 
with  an  affidavit  of  the  trustee  or  his  clerk  verifying 
postage  of  same  to  all  creditors  set  forth  in  the  debtor's 
affidavit. 


(6)  A  statement  of  the  assets  passing  under  the  deed, 
with  an  estimate  of  the  value  of  same,  certified  by  the 
trustee. 

(c)  A  cover  note  or  bond  oi  an  approved  guarantee 
society  to  an  amount  not  being  less  than  the  value  of 
the  assets  as  shown  by  the  trustee's  certificate. 

(2)  Where  a  composition  is  proposed  under  a  deed 
presented  for  registration  the  amount  of  the  bond  shall 
be  the  amount  payable  to  the  creditors  by  way  of  com- 
position. 

6. — Where  a  petition  in  bankruptcy  is  presented  against 
any  debtor  the  form  of  the  petition  shall  state  whether  the 
petitioning  creditor  has  knowledge  of  any  deed  of  arrange- 
ment executed  by  the  debtor  within  three  months  of  the 
presentation  of  such  petition,  which  deed  has  been  registered, 
and  shall  state  the  date  of  the  deed  and  of  its  registration. 

7. — ^Where  a  deed  of  arrangement  has  been  registered  and 
a  petition  in  bankruptcy  is  presented  against  the  debtor 
executing  it  within  three  months  of  its  execution,  in  all 
cases  where  the  trustee  under  the  deed  shall  make  an 
application  to  confirm  the  deed  it  shall  be  the  duty  of  the 
Registrar  of  the  Court  to  which  the  petition  is  presented  to 
send  by  post  to  each  creditor  named  in  the  affidavit  of  the 
debtor  filed  under  the  deed  a  notice  stating  that  a  petition 
has  been  presented,  together  with  the  day  and  hour  and 
place  of  hearing,  and  stating  that  any  creditor  or  person 
claiming  to  be  a  creditor  may  appear  and  be  heard,  and 
such  notice  shall  be  posted  seven  days  before  the  day  fixed 
for  hearing  the  petition.  Such  notice  shall  also  be  posted 
to  the  debtor,  trustee,  and  district  official  receiver,  who 
shall  be  entitled  to  appear  and  be  heard. 

8. — Where  a  petition  in  bankruptcy  is  presented  against  a 
debtor  under  the  circumstances  set  forth  in  the  two  fore- 
going sections,  the  trustee  under  the  deed  shall  have  the 
right  to  make  application  to  the  Court  to  dismiss  the  petition 
and  to  confirm  the  deed,  and  the  application  of  the  trustee 
and  the  petition  of  the  creditor  shall  be  heard  together. 

9. — The  trustee  under  any  deed  of  arrangement  which  has 
been  registered  may,  at  any  time  after  he  shall  have  received 
the  assents  of  creditors  to  the  extent  of  a  majority  in  number 
and  three-fourths  in  value,  whether  a  petition  in  bankruptcy 
shall  have  been  presented  or  not.  make  application  to  the 
Court  having  bankruptcy  jurisdiction  in  the  district  to 
confirm  the  deed,  and  the  effect  of  confirmation  shall  be  the 
same  as  if  the  deed  had  existed  for  a  period  exceeding  three 
months,  and  shall  be  binding  upon  all  creditors  who  would 
be  bound  if  a  receiving  order  in  bankruptcy  had  been  made 
against  the  debtor. 

10. — (i)  Upon  application  for  confirmation  by  a  trustee 
of  a  deed  the  Judge  or  Registrar  shall  have  discretionary 
power  to  approve  and  confirm  the  deed  as  registered  if  it 
appear  to  him  that  a  majority  in  number  and  three-fourths 
in  value  of  the  creditors,  or  persons  claiming  to  be  creditors 
(of  which  latter  event  he  shall  be  judge  for  the  purposes  of 
the  calculation),  are  in  favour  of  the  estate  being  wound  up 
under  the  deed,  and   that  there  does  not  appear   to  be 


June  1 6,  1906. 


THE    ACCOUNTANT 


753 


anything  relating  to  the  conduct  or  property  of  the  debtor 
requiring  further  investigation,  or  if  it  is  in  the  interests  of 
the  creditors  that  the  deed  shall  be  confirmed,  on  such  terms 
as  he  shall  think  fit. 

(2)  The  Judge  or  Registrar  shall,  on  the  hearing,  have 
power  to  remove  the  trustee  under  the  deed  and  to  appoint 
another  in  his  place,  or  may  appoint  some  other  person,  who 
shall  be  either  the  Official  Receiver  in  Bankruptcy  or  a 
member  of  the  Institute  of  Chartered  Accountants,  or  of  the 
Society  of  Accountants  and  Auditors,  to  act  as  trustee  of 
the  estate  jointly  with  the  trustee  appointed.  The  Judge  or 
Registrar  shall  have  full  power  to  make  all  inquiries  he 
deems  to  be  neccesary,  and  may  adjourn,  discuss,  or 
approve  any  application  upon  such  terms  as  he  shall 
think  fit,  including  the  appointment  of  a  committee  of 
inspection,  or  the  removal  of  one  or  more  persons  from  a 
committee  and  the  substitution  of  other  person  or  persons. 

(3)  The  Judge  or  Registrar  shall  have  the  same  powers 
upon  application  by  a  trustee  under  a  deed  where  a  petition 
has  been  presented  as  where  a  petition  has  not  been 
presented. 

(4)  It  shall  be  the  duty  of  the  debtor,  and  of  the  trustee  or 
trustees  under  a  deed,  to  attend  on  the  hearing  of  an  appli- 
cation or  petition,  and  they  shall  be  bound  to  answer  any 
question  by  any  person  entitled  to  be  heard  which  the 
Court  may  allow. 

II. — Where  the  consent  of  the  Court  has  been  obtained 
to  an  application  for  confirmation  by  fraud  or  misrepre- 
sentation, or  the  concealment  of  any  material  fact,  the 
Court  may  set  aside  its  order  of  confirmation,  and  order 
the  guilty  person  or  persons  to  pay  the  whole  cost  of  the 
proceedings. 

12. — Where  the  trustee  under  any  deed  of  arrangement 
shall  pay  any  sums  received  by  him  as  trustee  and  belonging 
to  the  estate  into  his  own  private  banking  account,  or  shall 
neglect  to  pay  same  into  a  special  banking  account  to  be 
opened  in  the  name  of  the  trust  estate,  he  shall  be  subject 
to  a  penalty  of  fifty  pounds  and  to  deprivation  of  office,  and 
the  Court  shall  appoint  some  person  to  succeed  him  as 
tiustee. 

i3.--Where  a  deed  of  arrangement  has  been  confirmed 
by  the  Court  a  trustee  under  same  shall  have  the  same 
powers  for  applying  to  the  Court  for  directions  upon  any 
matter  arising  out  of  the  deed  as  a  trustee  in  bankruptcy 
possesses,  and  the  directions  of  the  Court  shall  be  binding 
upon  all  parties  to  the  deed. 


Form  of  Statement  of  Assets  by  a   Trustee   passing  under  a 
Deed  of  Assignment. 
(Heading.) 
I,  A.  6.,  of  C,  the  trustee  appointed  under  the  above- 
mentioned  deed,  hereby  certify  the  following  to  be  a  true 
copy  of  the  assets  as  disclosed  by  the  debtor,  and  that  the 
amounts  estimated  to  be  realised  are,  in  my  opinion,  the 
correct  realisable  values : — 


As  Estimated  As  Valued 

by  Debtor.  by  Trustee. 

Cash  at  Bankers £  £ 

„    in  hand  

Stock-in-Trade  (cost  £       ) 

Machinery  (cost  £        )    . . 

Fixtures  and  Fittings  (cost  £        ) 

Farming  Stock        

Furniture  (cost  £        )      . . 

Life  Policies  

Other  Property 

Book  Debts— Good,        £ 

„  Doubtful,  ;f 

Bad,  £ 

Surplus  from  Securities    . . 

£  £ 

I  hereby  certify  that  a  guarantee  bond  of  £  is 

sufficient  to  cover  the  value  of  the  assets  passing  under 
the  deed. 

Signature  of  trustee. 
Witness : 


Form  of  Application  by  Trustee  for  Confirmation,  where  no  Petition 
in  Bankruptcy  has  been  presented. 

(Heading.) 
Name  of  Trustee 
Address 
Description 
Names  and  addresses  of  Committee  of  Inspection,  with 

amounts  of  their  respective  claims 
Number  of  unsecured  creditors  filed 
Amount  of  their  claims,  £ 

Number  of  assenting  creditors  ,  amount  £ 

Number  of  non-assenting  creditors,  amount  £ 

Similar    particulars    as    to    secured    and    partly    secured 

creditors. 

I,  the  trustee  under  the  above-mentioned  deed,  hereby 
make  application  to  the  Court  to  confirm  the  deed  of 
arrangement  on  the  ground  that  a  majority  in  number  and 
three-fourths  in  value  of  the  creditors  of  whose  claims  I 
have  had  notice  have  assented  in  writing  to  the  deed.  I 
hereby  certify  that  the  first  schedule  hereto  annexed 
contains  the  names,  addresses,  and  amounts  of  the  assenting 
creditors,  and  that,  to  my  knowledge,  no  payment  or  con- 
sideration of  any  kind  has  been  made  or  promised  to  the 
creditors,  or  any  of  them,  to  induce  the  assent.  And  I 
hereby  certify  that  the  second  schedule  hereto  annexed 
contains  the  names,  addresses,  and  amounts  of  all  non- 
assenting  or  dissenting  creditors  of  whose  claims  I  have  had 
notice,  and  that  notice  of  this  application  was  sent  to  all 
such  creditors  by  post  on  the  day  of  190    , 

And  I  hereby  certify  that  the  third  schedule  contains  a  true 
and  complete  statement  of  my  receipts  and  payments  under 
the  said  deed. 

Signature  of  trustee. 

Witness 


Address 
Description 
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Notici  to  NoH-assiHting  Creditors  by  Trustee  of  intention  to  apply 
for  Confirmation  of  Deed, 

In  the  matter  of  a  deed  of  arrangement  executed  by  A.  6., 
of  C,  on  the  day  of  190    ,  and  registered  on 

the  day  of  zgo    . 

I,  £.  F.  of  G..  the  trustee  appointed  under  the  above- 
named  deed,  hereby  give  you  notice  that  after  the  expiration 
of  seven  days  I  shall  apply  to  the  Judge  of  the  County  Court 
for  confirmation  of  the  said  deed,  on  the  ground  that  a 
majority  in  number  and  three-fourths  in  value  of  the 
creditors  have  assented  to  the  said  deed  ;  and  further  take 
notice  that  any  objection  you  may  have  to  the  confirmation 
of  the  said  deed  must  be  given  to  the  Registrar  of  the  Court 
on  or  before  the  day  of  190    . 

Name  of  trustee 

Address 

Description 

Noti.--T\ie  Registrar  of  the  Court  has  fixed  the  hearing 
of  the  application  for  confirmation  for  day  the 

inst.  at  a.m.,  at  the  Court  House,  Street. 

,  when  any  creditor  who  has  filed  notice  of 
objection  may  attend  and  be  heard. 


Notice  of  Objection  by  a  Creditor  to  the  Confirmation  of  a 
Deed  of  A  rrangement, 
(Heading.) 
I  or  We,  the  undersigned  creditor    of  the  above  for  the 
sum  of  /  .  hereby  give  notice  that  it  is  my  (or 

our)  intention  to  oppose  the  application  by  the  trustee  for 
confirmation  of  the  deed  of  arrangement  herein. 
Name  of  creditor  Creditor's  signature 

Address  Witness 

Description  Name 

Amount  of  claim,  £  Address 

Description 

To  the  Registrar  of 
The  County  Court, 

Street. 


Form  of  Order  of  Court  on  application  for  Confirmation  of  Deed, 
where  no  Petition  has  been  presented.     . 

(Heading.) 

Upon  the  hearing  of  an  application  this  day  that  a  deed  of 
arrangement,  executed  by  the  above-named  debtor,  be  con- 
firmed, and  upon  hearing  the  various  parties  entitled  to  be 
heard,  it  is  hereby  ordered  that 

[The  deed  be  confirmed,  subject  to  the  following  terms.] 


[The  Coart  declines  to  make  an  order  confirming  the  said 
deed.] 


Application  by  Trustee   under  Deed  for  Confirmation  where  a 
Petition  in  Bankruptcy  has  been  presented. 

(Heading.) 

I,  A.  B..  of  C,  the  trustee  named  in  the  deed  of  arrange- 
ment executed  by  the  above  debtor,  dated  the  day  of 

190  .  and  registered  on  the  day  of 

190  ,  against  whose  estate  the  Court  is  asked  to  make  a 
receiving  order  in  bankruptcy,  do  hereby  make  application 
to  the  Court  that  the  petition  of  the  creditor  may  be 
dismissed. 

The  total  liabilities  to          unsecured  creditors  filed        £ 
under  the  deed  amounts  to 

The  assenting  creditors  number  ,  and  amount  to 
Leaving       unassented,  amounting  to  £ 

Particulars  of  secured  or  partly-secured  creditors. 

The  assets,  as  set  out  in  the  debtor's  affidavit  filed 
with  the  deed,  amount  to £ 

Of  which  there  has  been  received  by  me  in  cash   .  • 

Leaving  assets  unrealised        

Which  are  estimated  to  produce        

The  total  sum  received  by  me  amounts  to   .  • 

Out  of  which  payments  have  been  made  amounting 
to  

Leaving  assets  in  hand  amounting  to 

I  produce  herewith  a  banker's  pass  book  showing  the 
sum  to  be  placed  to  my  credit  in  a  Special  Banking  Account, 
together  with  a  certificate  of  the  banker  bearing  to-day's  date, 
and  together  with  the  original  deed  and  the  assents  received 
by  me  from  creditors. 

And  I  further  make  application  to  the  Court  to  confirm 
the  said  deed  of  arrangement,  on  the  ground  that  a  majority 
in  number  and  three-fourths  in  value  of  such  creditors  have 
already  assented  to  the  deed,  as  shown  by  the  schedule 
attached. 


Trustee 
Address 
Description 

Note. — The  Schedule  must  contain  the  names  of  all  the 
creditors  with  their  addresses,  and  the  amounts  of  their 
respective  claims,  with  the  word  "  assent "  written  opposite  to 
those  who  have  assented. 


Form  of  Notice  by  Registrar  to  Creditors  of  presentation  of 
Petition,  where  r  Deed  of  Arrangement  has  been  registered, 

(Heading.) 

In  accordance  with  the  provisions  of  the  Deeds  of  Arrange- 
ment Act,  1907, 1  hereby  give  notice  t£a?  a  petition  has  been 
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presented  to  this  Court  asking  that  a  receiving  order  in 
bankruptcy  be  made  against  the  above  debtor  which  will  set 
aside  the  deed  of  assignment  executed.  The  hearing  of  the 
petition  is  fixed  for       o'clock  in  the  noon  of 

day.  the  190    ,  at  the  Court  House, 

Street,  when  any  creditor  or  person  claiming  to  be  a 
creditor  may  attend  and  be  heard. 

Dated  the  day  of  190    . 


To 


Rigistrar, 


A  Creditor. 


Form  0/  Authority  to  Approve  or  Oppose  the  Application  for 
Confirmation  of  a  Deed  of  Arrangement  where  a  Petition 
in  Bankruptcy  has  been  presented. 

(Heading.) 

We,  the  undersigned  creditors  of  the  above  for  the 
amounts  set  opposite  to  our  respective  names,  desire  you  to 
attend  at  the  County  Court  at  on  the  hearing 

of  the  petition  presented  for  a  receiving  order  in  bank- 
ruptcy in  support  of,  or  in  opposition  to,  same. 


Creditor's 
Name 


Address 


Creditor's 
Signature 


Amount  of 
Claim 


Support 
Oppose 


To  Mr. 

Solicitor, 

or  Trustee  under  the  said  Deed, 


Form  of  Order  of  Court  where  Petition  has  been  presented  against 
a  Debtor  who  has  Executed  a  registered  Deed  of  Arrange- 
ment, dismissing  same. 

(Heading.) 

Upon  the  hearing  of  a  petition  this  day  praying  that 
a  receiving  order  in  bankruptcy  be  made  against  the 
above-named  debtor,  and  upon  reading  the  several  affidavits 
filed,  and  hearing  the  various  persons  entitled  to  be  heard,  it 
is  ordered  that  the  petition  be  dismissed,  and  that  the  taxed 
costs  thereof  be  borne  by 

And  it  is  further  ordered  upon  an  application  for  confir- 
mation of  a  deed  of  arrangement  executed  by  the  said 
debtor  on  the  day  of  190    ,  and  registered 

on  the  day  of  190    ,  that  such  deed  be  con- 

firmed (upon  the  following  terms) : — 

That  Mr.  of  shall  be  associated 

jointly  with  the  trustee  thereunder,  as  joint  trustee  under 
the  deed,  in  all  respects  as  if  he  had  been  named  therein. 

That  Mr.  of  shall  be  added  to 

the  members  of  the  committee  of  inspection,  or  that  the 


following  persons  shall  be  a  committee  of  inspection,  with 
such  powers  as  are  possessed  by  a  committee  of  inspection 
in  bankruptcy,  so  far  as  such  powers  are  not  inconsistent 
with  the  terms  of  the  said  deed. 

That  the  taxed  costs  of  the  trustee  of  and  incidental  to 
this  application  shall  be  paid  out  of  the  assets  under  the 
deed  (or  borne  by  the  petitioning  creditor). 


The  Metropolitan  Water  Board  Accounts  and  The 
Local  Qovemment  Board  Auditor. 

(To  the  Editor  of  The  Accountant.) 

Sir, — The  audited  abstract  of  accounts  of  this  Board 
from  the  several  "  appointed  days  "  to  the  jist  March 
19051  which  was  issued  on  the  ist  inst.,  is  remarkable  in 
one  or  two  ways. 

In  the  first  place  the  Revenue  Account  of  the  Water 
Fund  with  respect  to  the  undertakings  transferred  from 
the  Metropolitan  Water  Companies  and  the  Councils  of 
the  Urban  Districts  of  Enfield  and  Tottenham  is  shown 
as  one  continuous  account  of  expenditure  and  income 
to  show  the  deficiency  of  ;f 9,550  3s.  5d.  (pp.  29  and  83), 
from  the  '*  appointed  days'*  to  the  31st  March  1905. 

No  exception  can  be  taken  to  this  method  of  stating 
the  Revenue  Account,  particularly  as  the  annual  con- 
tribution towards  the  redemption  of  Metropolitan  Water 
*'  B  "  Stock  is  carefully  distinguished  from  the  ordinary 
outgoings  and  income  of  the  year. 

In  the  second  place  the  District  Auditor  has  thought 
it  advisable  to  certify  and  pass  the  Board's  Balance 
Sheet  with  the  following  items  tnter  alia  included 
therein : 

Liabilities. 

Interbst  and  Dividends:  —  ;f       s    d 

Interest  on  Debenture  Stocks  and  Mortgage 
Loans,  accrued  to  date 120,56415    5 

Dividends,  Water  "  B  '*  Stock,  accrued  to 
date  (p.  80) 83,136    610 


Annuities  : — 
Amount  accrued  to  date  (p.  80) 


203,701    2    3 
.     2.656    5    o 


Making  a  total  of         ;f  206,357    7    3 


These  items  are  of  necessity  included  in  the  charges 
for  interest  and  dividends  in  respect  of  the  borrowed 
capital  (p.  18)  amounting  to  ;f45»9S6,977  ^7S.  9<Ji  which 
latter  sum  includes  the  cost  of  the  new  communications, 

additional  supply  works,  and  extern 
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It  is  obvious,  therefore,  that  the  Balance  Sheet  would 
not  have  been  truly  set  forth,  nor  would  the  deficiency 
have  been  correctly  ascertained  for  the  information  of 
the  local  authorities  mentioned  in  the  Metropolis  Water 
Act,  1902,  unless  account  had  been  taken  of  these  heavy 
and  not  unimportant  liabilities. 

It  may  interest  your  numerous  readers  to  see  how  the 
Water  Board's  finances  are  dealt  with  by  the  Govern- 
ment auditor,  as  your  columns  recently  recorded  some 
peculiar  methods  of  treating  the  accounts  of  the 
Bermondsey  and  St.  Marylebone  Boroughs  in  connection 
with  their  electrical  undertakings. 

Are  the  varying  and  changing  requirements  of  the 
Government  auditor  and  his  masters  (the  Local 
Government  Board  and  their  Statistical  Department) 
to  the  public  advantage,  or  does  chaos  as  to  principles 
and  requirements  reign  supreme  in  the  Whitehall 
offices  ? 

I  am.  Sir,  yours  sincerely, 

Fellow  of  the  Institute  of  Municipal 
Treasurers  and  Accountants  (Incorporated.) 

lothjune  1906. 


The  New  System  of  Account  Books. 

{To  the  Editor  of  The  Accountant,) 

SlR, — ^The  system  you  describe  on  p.  722  of  The 
Accountant  of  the  9th  inst.  is  by  no  means  new,  at  least 
as  regards  Cost  Books. 

On  p.  67  of  the  1885  edition  of  **  Practical  Book- 
keeping adapted  to  Commercial  and  Judicial  Account- 
ing "  (Section  VI.— The  Cost  Book  system  .  .  .  fully 
explained),  by  F.  Hayne  Carter,  C.A.,  there  appears 
the  following : — 

*'  Each  page,  except  the  first  one,  is  cut  in  such  a 
manner  that  it  is  half  an  inch  shorter  at  the  foot 
than  the  one  immediately  preceding  it.  In  this  way, 
supposing  a  colliery  has  eleven  workings  or  galleries, 
and  allowing  one  page  to  each  working,  on  turning 
up  the  twelfth  page  the  summations  of  the  eleven 
preceding  pages  are  exposed  to  view." 


Card  and  Xoo0e«>Xeaf  TU^gct  Systems 

and  tbeft  HdaptabtUti?  to  tbe 

?eweUet«  trrades. 


By  Allen  Edwards,  F.CA. 


June  i2ih  1906. 


Yours  truly, 

ARTICLED  CLERK. 


In  the  consideration  of  this  article  it  should  be  borne  in 
mind  that  the  abject  of  tbe  writer  has  been  to  present  the 
subject  to  his  readeis  in  a  plain,  unbiassed,  and  impartial 
manner— to  describe  the  advantages  and  disadvantages  oi 
the  systems  treated  of  rather  than  to  either  unduly  recom- 
mend or  question  them.  Although  they  have  been  for 
many  years  extensively  in  use  in  America  and  Canada,  the 
systems  are,  in  this  country,  practically  in  their  infancy, 
and  time  alone  can  show  if  they  will  in  tbe  future  be 
generally  adopted. 

Probably  the  systems  have  not  yet  been  greatly  adopted 
in  the  Jewellery  Trades.  The  writer  therefore  pcoposes,  as 
briefly  as  he  can,  to  show  to  some  extent  how  they  may  be 
made  applicable  to  the  Trades. 

The  Card  Ledger  System. 
It  must  be  admitted  at  starting  that  the  Card  Ledger 
System  is  more  adaptable  to  large  businesses  than  to  small 
ones.  Iklany  jewellers  would  stand  aghast  at  the  thought  of 
a  business  with  90,000  Sold  I.^ger  Accounts  and  500  or  600 
Sold  Ledgers.  In  such  a  case  the  system,  when  once  used. 
would  probably  be  found  to  be  for  all  practical  purposes  a 
necessity.  With  small  jewellers,  however,  the  number  of 
whose  customers  might  be  anything  from  50  to  aoo,  it  is  not 
quite  certain  that  the  system  in  all  cases  would  be  more 
suitable  than  the  old  one.  In  the  consideration  of  any 
system  of  bookkeeping  regard  must  be  given  to  a  number 
of  circumstances  special  to  the  particular  business  under 
consideration.  Among  these  are  the  number  of  customers, 
tbe  amount  of  safe  accommodation,  the  amount  of  desk 
accommodation,  the  number  of  Sold  Ledger  entries,  and 
whether  these  entries  are  for  large  or  small  sums,  the 
number  and  ability  of  the  bookkeeping  staff,  and  the 
general  requirements  of  the  business.  The  Card  System 
will  probably  be  found,  from  what  may  be  called  the 
Stationery  Cost  point  of  view,  more  expensive  relatively  in 
small  concerns  than  in  large  ones.  It  has.  however,  been 
more  than  once  pointed  out  how  advisable  it  is 
for  small  businesses  to  be  conducted  with  the  view  that 
they  may,  in  the  near  future,  become  large  ones.  When 
once  a  business  and  a  staff  of  clerks  are  educated  according 
to  one  system,  it  is  not  always  an  easy  matter  to  make 
them  assimilate  another.  And  experience  shows  that, 
where  a  business  is  conducted  with  a  clerical  system 
which  works  smoothly  and  successfully,  there  is  more  pro- 
bability of  that  business  increasing  than  if  conducted  with 

a  system  which  works  with  difficulty/^ 
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In  the  writer's  consideration  of  the  system  he  has  been 
greatly  assisted  by  the  facilities  afforded  to  him  of  seeing 
its  working  at  the  offices  of  Messrs.  Wilkinson  &  Riddell, 
Lim.,  and  Messrs.  Kynoch,  Lim.,  both  of  Birmingham. 
In  the  case  of  Messrs.  Wilkinson  &  Riddell,  Lim.,  its  adop- 
tion is  largely  due  to  the  close  study  and  energy  which  have 
been  brought  to  bear  upon  it  by  Mr.  Jo^  Wilson,  one  of 
the  directors  of  the  company,  and  who  is,  perhaps,  one  of  the 
nkost  capable  bookkeepers  in  Elngland;  and  the  system 
generally  throughout  the  country  owes  a  great  deal  to  him 
for  its  present  state  of  perfection.  Both  at  Messrs. 
Wilkinson  &  RiddelFs,  Lim.,  and  Messrs.  Kynoch*s,  Lim., 
the  perfection  to  which  the  system  has  been  brought  and 

Form  I. 


the  smoothness  with  which  it  works  were  a  revelation  to 
the  writer,  as  something  very  different  to  what  could  have 
been  anticipated  twenty  years  ago. 

Briefly,  the  Card  Ledger  System  means  that,  in  the  place 
of  the  ordinary  old-fashioned  Ledgers,  the  accounts  with 
customers  and  other  business  records  are  kept  on  loose 
cards,  these  cards  being  placed  in  their  proper  order  in 
drawers,  or,  as  they  are  called,  "  trays,"  the  trays  lying  on 
the  bookkeepers'  desks  while  in  use,  and  being  placed  in 
safes  when  not  in  use. 

The  following  are  two  fairly  representative  illustrations 
of  trays  containing  cards  in  use. 
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The  cards  and  the  trays  can  be  ordered  and  made  to  any 
sizes  to  suit  requirements.  The  size  of  the  card  usually 
adopted  for  ordinary  Ledger  work  is  10  in.  by  8  in.  The 
cards  are  ruled  specially  to  suit  the  purpose  for  which  they 
are  intended.  The  ordinary  "  bread  and  cheese  "  purposes 
for  which  the  system  may  be  found  suitable  in  the  jewellery 
trade  are  as  follows  :  — 

(1)  Ordinary  Ledger  work. 


(2)  Stock-keeping  work. 

(3)  Diamond  checking  (in  manufactories). 

(4)  Workmen's  Ledgers. 

(5)  Cost  Books. 

The  writer  does  not  wish  it  to  be  supposed  that  he  goes 

so  far  at  present  as  to  recommend  the  new  method  for  all 

these  purposes,  whether  the  concern  be  large  or  small. 

Each  firm's  case  must  be  considered  m^n  its  owii  merits. 
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It  is  within  th«  writer's  knowledge  that  the  cards  have 
already  been  adopted  for  diamond  checking  in  one  manu- 
facturing jewellery  concern  in  Birmingham,  and  it  is 
believed  that  they  will  be  found  to  answer  all  their 
purposes  and  requirements. 

To  return  to  our  forms.  Form  i.  On  examination  the 
tray  will  be  found  to  contain  600  cards,  numbered  1,001  to 
1,600.  A  reference  to  the  illustration  will  show  that  the 
finger  can  be  placed  instantaneously  upon  any  card  which 
may  be  wanted.  That  is  to  say,  the  cards  do  not  have  to  be 
turned  over  until  the  one  which  is  wanted  is  brought  to 
light.  This  is  an  enormous  advantage  where  rapid  work  is 
essential.  The  writer  has  seen  these  trays  in  actual  work, 
and  it  is  a  peculiarity  of  them  that  if  a  single  caxd  be  miss- 
ing the  eye  detects  its  absence  in  one  momentary  glance. 
If,  however,  a  page  in  an  ordinary  Ledger  of  600  accounts 
be  torn  out,  its  loss  cannot  be  detected  without  practically 
examining  every  leaf  in  the  book.  As  some  insurance 
against  the  abstraction  of  a  card  and  the  insertion  oi 
another  in  its  place,  the  unused  blank  cards  should  be  kept 
locked  up,  each  separate  card  being  previously  registered. 
And  it  may  be  advisable  that  every  card  in  use  should  have, 
at  one  of  its  top  corners,  some  authorised  person's  initial, 
by  which  means  it  would  soon  probably  be  known  if  an 
unauthorised  card  had  been  inserted  in  the  tray. 

The  Form  i  is  generally  adopted  for  ordinary  Sold 
Ledger  work  in  large  concerns,  where  there  are  a  great 
number  of  accounts.  There  may  be  ten  to  twenty  trays  in 
actual  use,  each  customer  of  the  business  being  allocated  to 
the  tray  to  which  he  may  be  classed.  Thus  the  trays  may 
be  arranged  alphabetically,  or  in  districts,  or  to  contain  the 
names  of  customers  of  special  travellers,  or  of  customers 
who  buy  special  articles  of  the  firm's  manufacture,  and  so 
on.  Each  customer  has  a  denoting  number,  and  he  is 
known  by  that  number  throughout  the  books  and  stafif  of 
the  establishment.  An  index  to  each  tray  is  necessary. 
Naturally,  only  one  account  is  kept  on  one  card.  Rulings 
are  printed  on  both  sides  of  the  cards,  and  when  a  card  is 
filled  up.  another  card  is  put  in  its  place.  Thus  much  time 
is  saved  in  indexing.  Ledger  headings.  &c.  At  the  bottom 
of  the  illustration,  Form  i,  will  be  noted  the  handle  of  a 
rod.  When  the  Ledger  is  not  in  use  the  cards  are  held  in 
their  places  in  the  tray  by  the  rod  running  through  holes 
punched  in  the  lower  margins  of  the  cards.  This  permits 
the  cards  to  be  freely  examined  without  the  necessity  of 
removing  or  displacing  them.  Naturally,  when  the  Ledger 
is  in  actual  use  the  rod  is  drawn  out.  When  not  in  use  the 
rod  can  be  used  to  lock  the  Ledger.  There  are  several 
methods  by  which  overdue  Ledger  Accounts  can  be  instan- 
taneously  shown.  One  of  the  most  simple  of  these  is  to 
affix  at  the  top  of  each  overdue  account  card  a  small  metal 
clip.  The  clips  will  show  at  once  the  accounts  requuring 
special  attention  or  consideration. 


Form  2.  Here  is  shown  another  method  of  keeping  the 
cards.  It  will  be  seen  that  this  method  would  probably 
answer  for  Stock  Book  purposes,  for  Diamond  checking,  for 
Cost  Books,  and  for  other  ordinary  Ledger  work,  where  the 
number  of  accounts  is  not  large,  and  where  it  may  be 
advisable  to  divide  them  into  sections.  The  illustration 
shows  the  method  regarding  stocks  in  a  hardware  business. 
For  the  words  "Angles,"  *•  Bars,"  and  '*  Bolts,"  &c.,  we  have 
only  to  insert  the  words  Rings.  Brooches,  Bracelets,  &c., 
to  make  the  system  intelligible.  The  cards  containing  these 
words  are  the  index  cards,  on  which  are  entered  the 
references  to  the  cards  which  follow.  In  the  case  of 
rings,  for  example,  the  references  would  be  to  Half-Hoop, 
Marquise,  Gipsy,  Keeper,  Signet,  8tc.  The  cards  are  ruled 
as  required. 

Among  the  principal  advantages  of,  the  Card  Ledger 
System  (in  addition  to  what  is  stated  elsewhere)  may  be 
mentioned  the  following : — 

(i)  In  times  of  stress,  that  is,  when  accounts  have  to  be 
sent  out,  or  books  balanced  for  stocktaking,  several  persons 
can  be  at  work  upon  a  Ledger  at  one  time.  For  instance,  in 
the  case  of  a  tray  containing  600  accounts,  the  cards  can  be 
distributed  among  half-a-dozen  clerks.  In  the  case  of  an 
ordinary  Ledger  only  one  person  can  work  upon  it 
at  once. 

(2)  The  principals  or  board  of  directors  frequently  wish 
to  see  a  certain  Ledger  Account.  In  such  a  case  the  card 
containing  the  particular  account  required  can  be  sent  to 
the  private  office  or  board  room  for  inspection,  where,  other- 
wise, the  Ledger  would  have  to  be  sent,  in  which  latter  case 
the  Ledger  clerk  would  be  kept  waiting  until  the  Ledger 
were  returned ;  and  the  same  rule  would  apply  where 
records  have  to  be  produced  in  Courts  of  law.  Then 
only  the  records  actually  required  need  be  produced. 
There  is  usually  an  objection  to  producing  the  whole 
Ledger,  as  in  that  case  the  private  business  afiiairs  of  the 
firm  are  unnecessarily  liable  to  disclosure  or  inspection  by 
unauthorised  persons. 

(3)  In  the  case  of  an  ordinary  Ledger  one  account  may 
appear  in  half-a-dozen  different  parts  of  the  Ledger,  and 
also  in  half-a-dozen  different  parts  of  a  prior  or  succeeding 
Ledger.  With  the  Card  Ledger  System  all  the  used  cards 
are  put  away  in  their  proper  trays,  with  the  result  that  all 
the  cards  relating  to  one  name  are  kept  together.  Thus,  in 
case  of  need,  the  whole  transactions  for  many  years  can  be 
referred  to  without  difficulty.  By  the  old  system  many 
huge  and  bulky  Ledgers  would  have  to  be  brought  out, 
dusted,  and  the  references  found ;  the  reference  involving 
much  time,  labour,  and  inconvenience. 

(4)  Assuming  the  principal  is  at  home  indisposed,  or 
absent  on  a  journey  or  a  holidaYi  and  he  wishes  to  see  the 
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Stat©  of,  say,  eight  or  ten  Ledger  Accounts,  the  cards  can 
be  sent  to  him,  and  he  can  examine  them,  even  if  laid  up  in 
bed ;  and  still  the  Ledger  work  at  the  office  can  go  forward 
in  the  usual  way,  without  intermission 

(5)  An  enormous  saving  of  space  in  the  storing  of  old 
Ledgeors  is  achieved.  Compared  with  the  space  taken  up 
by  old  Ledgers,  that  required  for  storing  used  cards  or 
Loose-Leaf  Ledger  leaves  is  infinitesimal. 

(6)  The  cards  and  cabinets  can  be  made  to  any  size 
required,  and  the  trays  be  made  to  contain  any  number  of 
cards — any  number,  however,  beyond  1,000  will  probably 
be  found  unworkable. 

(7)  By  means  of  an  appliance  called  the  "  addressograph  " 
Ledger  headings  can  be  printed  on  the  cards  at  the  rate  of 
several  hundreds  in  an  hour.  Here  is  an  enormous  saving 
of  time  over  the  old  system. 

(8)  The  trays  only  contain  "  live  "  accounts,  and  thus,  in 
making  out  statements,  or  extracting  balances,  there  is  no 
unnecessary  labour,  as  in  the  old  system  of  going  through 
"dead"  Ledger  work. 

The  chief  disadvantage  of  the  Card  System  is  the  possi- 
bility (already  referred  to)  of  abstraction  of  the  cards.  In 
large  concerns,  where  the  work  is  "  departmental " — ^that  is, 
for  instance,  where  the  Ledger  clerk  would  not  be  allowed 
to  handle  any  cash,  or  to  take  the  statements  to  the  post — 
any  danger  from  this  source  would  not  be  very  great.  But 
in  small  jewellery  concerns,  where  the  staff  would  have 
access  both  to  the  gems  or  the  stock  and  the  cards  contain- 
ing their  records,  the  danger  might  be  an  ever  present  one  ; 
and,  moreover,  it  might  be  argued  that  traders  who  intend 
io  fail  might  adopt  the  Card  System  as  a  means  by  which 

Form  3. 


they  could,  if  they  wished,  easily  "  dispose  of  "  the  records 
of  their  businesses.  But,  after  all  is  said,  experienoe  shows 
that  those  who  intend  to  be  dishonest  will  be  so.  Card 
System  or  no  Card  System,  though  much  can  be  done  to 
reduce  opportunities  and  temptations;  and,  lastly,  it 
should  be  borne  in  mind  that  it  is  the  fact  that  the  cards 
can  he  removed  which  is  the  very  foundation  of  the  system. 
And  those  who  have  worked  the  system  will  probably  tell 
you  that  the  danger  of  the  abstraction  of  cards  is  more  a 
danger  in  posse  than  in  esse. 

Safe  and  Desk  Room. 

It  may  probably  be  found,  in  some  cases,  that  the  Card 
System  involves  the  use  of  more  safe  room  than  the  old 
system.  The  trays  are  made  to  fit  into  cabinets.  These 
cabinets  present  the  appearance  of  modified  chests  of 
drawers.  In  some  concerns  the  cabinets  are  made  to  run  on 
castors.  At  the  commencement  of  each  day  the  cabinets  are 
wheeled  to  the  desks  where  the  Ledger  clerks  do  their  work. 
The  clerks  then  take  out  their  trays  and  work  with  them  at 
the  desks.  At  the  close  of  the  day  the  trays  are  placed  in 
the  cabinets  again,  and  the  cabinets  wheeled  back  into  the 
strong-room.  This  system  is  not  always  practicable. 
Another  system  is  for  the  trays  to  be  made  to  fit  in  par- 
titions, specially  constructed  in  the  safes,  these  safes  being 
sometimes  fixed  at  the  back  of  the  desks  where  the  Ledger 
work  is  done.  In  this  case  the  cards  will  probably  occupy 
less  safe  room  than  the  old  Ledgers  did.  Naturally,  not  a 
great  deal  of  desk  room  is  required,  because  the  clerk,  as  a 
rule,  would  not  be  at  work  upon  more  than  one  tray  of 
cards  at  the  same  time. 

The  following  is  an  illustration  of  a  cabinet  containing 
two  trays :  — 


These  cabinets  can  be  made  to  contain  any  number  of 
trays,  but  the  writer  has  chosen  to  illustrate  one  with  two 
only,  as  likely  to  be  generally  suitable  to  jewellers.  Thus, 
one  cabinet  with  two  trays  can  be  used  for  ordinary  Ledger 


work  in  one  part  of  the  building,  another  for  stock-keeping 

work  in  another  part,  and  another  for  diamond  work,  &c. 

The  trays,  not  being  too  bulky,  can  easily  be  conveyed  to 

the  strong-room   at  night,   wherea^Tn-^^  case  of  larger 
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cabinets  this  would  not  be  practicable,  unless  the  strong- 
room accommodation  were  greater  than  is  usually  foimd  in 
jewellers'  establishments. 

Used  cards  should  be  kept  in  their  original  trays  until  the 
year's  audit  work  is  completed.  They  can  then  be  trans- 
ferred to  their  permanent  abiding  trays. 

The  Card  Ledger  System  is  adaptable  to  an  almost 
unlimited  numiber  of  purposes,  other  than  those  already 
leferred  to.  Space  only  permits  us  to  refer  to  a  few  of 
these:  — 

(i)  The  cataloguing  of  libraries  and  collections. 

(2)  The  filing  of  correspondence  with  customers. 

(3)  The  keeping  of  records  of  customers,  including  status 
-  inquiry    reports,    monthly    balances,    and    other 

information. 

(4)  Accounts  with  workpeople  working  piecework. 

As  regards  the  cost  of  the  system,  the  initial  outlay  will 
naturally  be  an  item  for  consideration.  In  fairly  large  con- 
cerns the  cost  of  carrying  on  the  system  should  undoubtedly 
be  less  than  by  the  old  Ledger  system.  In  smaller  concerns 
it  may  probably  be  somewhat  greater.  The  cards  should 
be  of  the  best  quality  obtainable.  As  regards  the  cost  of 
clerical  work^  in  small  or  medium  sized  concerns,  no  great 
reduction  can  be  expected  over  the  old  system.  In  large 
concerns  probably  a  reduction  in  clerical  sta£E  of  10  per 
cent,  to  20  per  cent.,  and  sometimes  more,  will  be  found 
possible.  There  can  be  no  doubt  whatever  that  with  the 
Card  System  greater  neatness  and  accuracy  will  be  found 
practicable,  and  less  training  necessary,  than  under  the  old 
Ledger  system.  In  fact,  the  system  can  be  made  to  work 
almost  automatically ;  that  is,  with  care,  attention,  and 
perseverance. 

The  Filing  of  Correspondence. 
The  Card  System  is  largely  in  use  for  the  filing  of  corre- 
spondence with  customers,  the  method  usually  adopted  being 
as  follows : — Each  customer  has  a  denoting  number,  as  in 
the  Ledger  System.  So  many  numbers  are  allotted  to  each 
drawer  or  tray.  Special  cabinets  are  provided  to  hold  these 
trays,  the  trays  being  arranged  in  the  cabinets  in  numerical 
order,  or  in  such  other  order  as  may  be  found  convenient  for 
the  business.  By  this  means  it  is  known  at  once  where  to 
look  for  the  correspondence  with  a  particular  customer.  A 
name  card  containing  the  customer's  number  and  name  is 
first  placed  in  its  proper  tray.  As  letters  are  received  from 
customers  they  are  attached  by  means  of  paste  or  gum  to  the 
top  left-hand  comer  of  the  cards,  and  after  each  letter  follows 
the  press  or  typed  copy  of  the  reply.  Later  would  follow 
the  next  letter,  also  with  the  press  or  typed  copy  reply,  and 
so  on.  It  will  thus  appear  that  in  the  case  of  each  customer 
the  whole  correspondence  with  that  customer   is   bound 


together,  and  the  correspondence  file  can  be  found  in  a 
moment.  There  is  therefore  no  searching  in  bundles  for  old 
letters,  and  no  reference  to  the  index  columns  of  old  press 
letter  books.  Further,  if  the  principal  or  board  of  directors 
wishes  to  see  the  correspondence  with  a  particular  customer, 
the  whole  of  it  can  be  taken  into  the  board  room  or  the 
private  office  at  once.  The  system  is  useful,  when  answering 
a  letter  from  a  customer,  for  reference,  in  case  of  need,  to 
the  former  correspondence.  It  is  not  generally  considered 
necessary  to  place  correspondence  cabinets  in  strong-rooms 
or  safes  when  not  in  use. 

Instead  of  what  is  here  described  as  "Name  Cards" 
some  firms  use  folders,  or  small  portfolios,  cut  to  the  size  of 
the  trays.  Into  these  folders  are  placed  the  letters  and  the 
replies  to  them  in  order  of  date.  This  is  not  any  great 
variation  of  the  system  described  above,  except  that  the 
letters  are  not  fastened  together.  Much  more  could  be  said 
upon  the  filing  of  correspondence  but  space  does  not 
permit. 

Statements. 
The  usual  method  of  posting  the  Sold  Ledger  is  as  follows : 
Assuming  there  are  sixty  entries  to  be  made  for  the  day,  the 
invoices  should  be  arranged  in  numerical  order,  and  the 
postings  made  direct  from  the  invoices.  Thus,  we  will 
assume,  the  Ledger  clerk  has  before  him  the  sixty  invoices 
belonging  to  his  particular  tray  for  posting.  The  order 
would  then  be  as  follows: — 

(i)  The  invoices  are  arranged  in  numerical  order. 

(2)  The  clerk  takes  out  the  sixty  cards  required. 

(3)  He  posts  the  sixty  entries  on  the  cards. 

(4)  He  calls  over  the  postings  of  the  sixty  entries  with  the 

invoices. 

(5)  He  enters  the  items  on  the  Customers'    Statement 

Heads. 

(6)  He  puts  back  the  sixty  cards  in  the  tray. 

Let  us  explain  No.  5.  The  Ledger  clerk  will  keep  at  hand 
statement  forms  for  every  customer  in  his  tray.  As  he  posts 
the  items  on  to  the  cards  he  will,  at  the  same  time,  enter  the 
items  on  the  statement  heads.  Thus  it  will  appear  that  all 
the  customer's  statements  are  always  up  to  date.  Therefore, 
at  the  end  of  the  month  or  quarter  all  that  has  to  be  done  in 
rendering  accounts  is  to  make  the  concluding  entries, 
examine  the  statements,  and  send  them  out.  This  is  an 
enormous  gain,  because  it  not  only  saves  much  harassing 
and  irritating  work  at  the  end  of  each  month  or  quarter,  but 
every  customer's  statement  can  always  be  furnished  practi- 
cally at  a  moment's  notice.  It  will  be  understood  that,  by 
this  system,  invoices  are  written  out  in  duplicate,  the 
duplicates  being  properly  filed  for  reference,  and  only  the 
totals  of  each  invoice  entered  in  the  day  book. 
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Workmen^s  Ledgers. 

Although  it  may  be  somewhat  of  a  paradox  to  say  so,  it  is 
sometimes  desirable  to  apply  the  Card  Ledger  System 
without  cards.  The  case  of  Workmen's  I>edgers  for  the 
jewellery  trade  is  an  illustration  of  this.  In  well  regulated 
establishments  these  Ledger  Accounts  are  balanced  weekly 
or  fortnightly.  The  entries  are  so  numerous  that  it  will 
probably  not  be  found  very  practicable  to  use  cards.  More- 
over, the  aumber  of  workpeople  employed  with  whom 
accounts  have  to  be  kept  is  not  as  a  rule  very  large.  There- 
fore the  writer  suggests  that,  instead  of  cards  to  be  placed 
in  the  trays,  specially  ruled  books  should  be  adopted. 
These  books  should  be  made  to  contain  two  or  three  dozen 


specially  ruled  openings,  and  naturally  each  book,  when 
full,  can  be  replaced. 

It  is  impossible  in  an  article  of  this  brevity  to  say  all,  or 
nearly  all,  that  can  be  said  with  reference  to  the  Card 
Ledger  System. 

Loose-Leaf  Ledger  System, 

This  is  sometimes  called  the  Perpetual  or  "  Dade  "  Ledger 
System,  and  it  has  many  points  of  similarity  with  the 
Card  System.  Briefly,  the  system  may  be  described  as 
follows: — Instead  of  cards  there  are  ordinary  Loose 
Ledger  leaves,  these  leaves  being  ruled  in  accordance  with 
their  special  requirements.  Here,  for  instance,  is  an  illus- 
tration of  a  loose  leaf.  » 
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The  holes  which  will  be  found  punched  at  the  top  and 
bottom  of  each  sheet  are  used  for  the  purpose  of  binding. 
The  hole  in  the  centre  of  the  sheet  is  used,  in  case  of  need, 
for  ioeking  the  Ledger  by  a  special  process,  which  space 
does  not  allow  to  describe  in  this  article.  The  Loose- Leaf 
or  Perpetual  Ledger  System  will  be  found  to  be  generally 
applicable  to  most  of  the  purposes  for  which  the  Card 


System  is  adapted.  Assuming  the  jeweller  uses  it  for  Sold 
Udger  work.  Stock  Book  work.  Diamond  Checking  work, 
or  for  other  purposes,  what  he  has  to  do  is  to  provide  him- 
self with  a  stock  of  loose  leaves  cut  to  sizes,  ruled  and 
numbered  as  required.  The  following  illustration  lepreaents 
a  I>edger  closed.  ^-^  ^ 
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Form  5. 


As  to  whether  the  book  shall  be  indexed  in  the  form  shown 
in  the  illustration,  or  the  index  be  placed  at  the  commence- 
ment  oi  the  book,  as  in  the  case  of  an  ordinary  Ledger,  is  a 


matter  for  the  discretion  of  the  proprietor  of  the  business. 
The  following  illustration  represents  the  process  of  taking 
out  one  of  the  leaves  or  inserting  another. 


Form  6. 


^. 


Many  firms,  who  may,  perhaps,  think  the  adoption  of  the 
Card  System  too  great  a  revolution,  may  find  the  Perpetual 
Ledger  System  to  answer  their  requirements.  It  will  be 
seen  without  explanation  that  the  I^ger  folio  of  each 
customer  will  always  be  the  same.  Thus  there  need  never 
he  any  alteration  in  the  indexing.  When  one  sheet  contain- 
ing the  customer's  account  is  full  on  both  sides,  another  can 


j  be  inserted  in  its  place  and  the  old  sheet  filed  and  put  away 
for  future  reference.     As  in  the  Card  Ledger  System,  all 

'  "Stock"  leaves  should  be  kept  under  lock   and  key.     A 

I  register  should  be  kept  of  them,  and  entries  made  to  show 
the  disposition  of  each  card  or  leaf.  Special  books  for 
keeping  these  registers  can  be  obtained.    There  can  be  no 

I  doubt  that  the  Perpetual  Ledger  SystemrnTust^mean  both  a 
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saving  in  stationery  bills  and  in  clerks*  time.  Once  the 
initial  outlay  of  the  case  or  binding  has  been  paid,  only  the 
cost  of  the  leaves  has  to  be  met.  This,  naturally,  is  very 
little  more  than  the  cost  of  the  leaves  of  an  ordinary  Ledger. 
When  we  consider  the  wear  and  tear  and  putting  away 
into  safes  which  ordinary  Ledgers  have  to  go  through,  it 
must  be  admitted  that  they  must  be  well  and  expensively 
bound.  By  the  Perpetual  System  this  binding  (and  also 
fresh  indexes)  are  dispensed  with,  and  the  cost  saved. 
Naturally,  the  opening  of  a  new  Ledger  and  the  continual 
indexing  of  new  folios  involve  a  very  considerable  amount 
of  clerical  labour.  This  also  is  avoided.  There  is  also 
another  advantage  in  the  system,  and  that  is  that  the 
accounts  in  the  Ledger  caa  be  arranKed  in  any  urder  which 
may  be  desired— thai  is  to  say»  in  alphabetical  order,  in  the 
order  of  counties  or  districts,  or  travellers^  grounds,  oroiher- 

Form  7. 


wise.  Thus,  supposing  the  firm  has  seven  travellers,  repre- 
sented by  the  words  *' North,"  '*  South-East,"  ''South- 
West,"  *'  Lancashire,"  *'  Midland,"  **  Wales  and  Ireland/* 
and  *'  Scotland,"  then,  instead  of  the  Ledger  being 
arranged  alphabetically,  as  shown  in  Illustration  27,  it  can 
be  divided  into  seven  parts,  each  division  starting  with 
folio  I.  New  accounts  can  be  added  to  each  division  as 
they  are  opened  by  the  travellers.  There  is  another  advan- 
tage. Let  us  assume  that  the  seven  travellers  are  all  home 
at  the  same  time,  and  that  they  all  want  to  refer  to  the 
Ledger  Accounts  in  their  districts.  These  Ledger  Accounts 
can  be  taken  from  the  binding  and  each  traveller  thus  be 
able  to  work  at  his  own  portion  01 
the  book  separately.  This  would 
also  apply  ip  ctarks  at  balancing 
lime*  As  the  Ledger  sheets  are 
filled  up  they  are  transferred  to 
transfer  bitiJers.  Here  is  an 
illustration. 


These  binders  can  be  made  to  hold  as  many  as  1,500  to 
2,000  leaves.  It  may  be  found  useful  to  leave  the  used 
leaves  in  the  original  bindings  until  the  audit  of  them  is 
completed,  after  which  they  can  be  placed  in  the  permanent 
binders,  all  the  leaves  for  one  name  being  placed  together 
as  in  the  Card  System. 

Many  firms  who  have  adopted  the  Card  or  Loose-Leaf 
Ledger  Systems  use  also  addressographs,  adding  machines, 
duplicators,  specially  constructed  cop)ring  machines,  and 
other  ofiice  labour-saving  appliances  which  space  does  not 
permit  for  description  in  this  article. 


Much  discouragement  may  be  experienced  on  the  first 
adoption  of  the  systems.  But  this  should  not  deter  you. 
It  oftentimes  is  found  that  what  is  very  easy  or  very  simple 
is  very  useless  or  very  stupid. 

The  writer  has  probably  said  enough  to  set  traders  think- 
ing. That  the  systems  described  present  enormous  advan- 
tages cannot  be  denied ;  that  the  number  of  business  firms 
using  them  is  largely  on  the  increase  is  certain  ;  but,  as  has 
been  stated,  the  adoption  of  the  systems  by  small  concerns 
should  always  be  well  and  carefully  considered  beforehand. 


(S^bituari?* 


Mr.  E.  M.  Sharp,  F.C.A. 

We  regret  to  announce  the  death  of  Mr.  Elkanah 
Mackintosh  Sharp,  of  the  firm  of  Sharp,  Parsons  &  Co., 
Chartered  Accountants,  Colmore  Row,  Birmingham,  which 
took  place  on  the  7th  inst.  at  his  residence,  Beech  Mount, 


Wellington  Road,  Edgbaston.  Mr.  Sharp  had  be^i  ailing 
for  about  eighteen  months  and  suffered  very  much  from 
internal  trouble.  lie  was  born  in  1S46,  and.  had  he  lived 
until  Monday  next  he  would  have  completed  his  sixtieth 
year.  He  commenced  his  business  life  in  the  office  of 
Messrs.  Richard  Fowler  and  Sons,  land  agents,  and  from 
there  he  went  to  Messrs.  Bayfield  &  Eagles,  accountants. 
At  that  time  his  brother,  Mr.  Luke  (fr^5h^fp^j[Yjg>  only 
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recently  retired  from  the  position  of  Oflacial  Receiver  in 
Birnungham),  was  a  clerk*  in  the  office  of  the  late  Mr. 
George  Kinneir,  Official  Assignee  of  the  Bankruptcy  Court, 
and  a  vacancy  occurring,  Mr.  E.  M.  Sharp  was  given  the 
appointment.  There  he  remained  for  many  years,  but  when 
the  Court  was  abolished  by  the  Bankruptcy  Act  of  1869  he 
commenced,  in  partnership  with  his  brother,  Mr.  L.  J. 
Sharp,  as  accountants.  They  soon  enjoyed  the  confidence 
of  the  commercial  people  of  Birmingham,  and  in  time  built 
up  a  large  and  remunerative  practice.  In  1883,  when  the 
new  Bankruptcy  Act  came  into  operation,  Mr.  L.  J.  Sharp 
became  the  Official  Receiver,  and  Mr.  E.  M.  Sharp  then 
continued  the  business  in  partnership  with  Mr.  G.  C.  T. 
Parsons.  During  the  last  twenty  years  Mr.  Sharp  was 
engaged  as  a  professional  accountant  in  some  very  heavy 
failures.  His  ability  and  assiduity  gained  for  him  the 
respect  and  esteem  of  a  very  large  number  of  business 
men,  limited  companies,  and  banks,  and  his  name  as  an 
accountant  was  appended  to  the  Balance  Sheets  of  very 
many  of  the  leading  commercial  firms  in  the  city.  He  was 
President  of  the  Birmingham  and  Midland  Society  of 
Chartered  Accountants,  1899- 1900,  1900-01.  He  was  also 
Treasurer  for  about  twelve  years,  having  only  lately  been 
succeeded  in  that  office  by  Mr.  A.  T.  Powell.  For 
eighteen  years  he  was  churchwarden  at  Edgbaston 
Parish  Church,  and  for  nearly  thirty  years  he 
was  hon.  secretary  of  the  Gem  Street  Industrial  School. 
Mr.  Sharp  was  a  staunch  supporter  of  Warwickshire  county 
cricket,  his  firm  having  been  hon.  auditors  to  the  County 
Club  since  its  formation.  He  leaves  a  widow  and  family 
of  three  sons  aiKl  two  daughters.  The  funeral  took  place 
on  the  12th  inst.  at  Edgbaston  Parish  Church. 


Hbe  SbetDeld  Cbartered  accountants 
StubentB'  Society. 


Report  of  the  Committee  presented  to  the  twenty- 
third  annual  general  meeting  of  the  Society,  held  at 
the  Library,  Hoole's  Chambers,  Bank  Street,  Sheffield,  on 
the  Z3th  June  1906. 

REPORT    AND   ACCOUNTS. 

Your  Committee  have  pleasure  in  submitting  the  twenty- 
third  Annual  Report  and  Statement  of  Accounts  for  the 
year  ended  30th  of  April  1906. 

During  the  year  2  honorary  members  and  10  ordinary 
members  have  resigned  and  10  ordinary  members  have  been 
admitted  to  the  Society,  giving  a  total  membership  of  113, 
of  whom  57  are  honorary  and  56  ordinary  members. 


The  average  attendance  at  the  ordinary  meetings  of  the 
Society  has  been  20.  an  increase  upon  the  last  year  of  3. 

The  following  are  the  programmes  of  the  autumn  of  1905 
and  spring  of  1906  sessions : — 

1905 
Oct.     10  (Tuesday). — Smoking     Concert.      King's     Head 
Hotel,  at  7.45  p.m. 

„  18  (Wed.). — Visit  to  Barnsley  Brewery,  Barnsley,  on 
the  invitation  of  Henry  J.  Wells,  Esq.,  who, 
after  the  inspection  of  the  brewery,  will  give  a 
short  lecture  on  Brewery  Accounts. 
Nov.  I  (Wed.).— Three  members  will  visit  Newcastle- 
upon-Tyne  to  take  part  in  the  Chartered 
Accountants  Students  Societies'  Mock  Share- 
holders' Meeting. 

„  8  (Wed.). — Lecture.  *'  Executorship  Accounts,"  by 
Mr.  James  Crake,  A.C.A..  Hull. 

„  15  (Wed.).— Union  of  Chartered  Accountants  Stu- 
dents Societies'  Mock  Shareholders'  Meeting, 
at  which  three  representatives  of  the  Hull 
Students'  Society  will  be  present. 

„     29  (Wed.)— Lecture,    "  Income  Tax  Administration 
and    Incidence   as    regarded    by    Taxpayer." 
Mr.  C.  E.  Isaacs,  London. 
Dec.    13  (Wed.).— Lecture,    "  Some  Recent   Legislation." 

Mr.  J.  Geoffi*ey  Chambers,  Solicitor,  Sheffield. 
1906 

Jan.     31  (Wed.).— Lecture,    "The    Licensing  Act."     Mr. 
A.  B.  Chambers,  Solicitor,  Sheffield. 

Feb.     14  (Wed.).— Lecture,  "The  Rights  of  Partners  i»(^r 
se."    Mr.  S.  S.  Dawson,  F.C.A.,  Liverpool. 
„      28  (Wed.).— Debate,  *'Is  Municipal  Trading  Desir- 
able?" Affirmative:  Mr.  A.  H.  Heap,A.C.A.; 
Negative :  Mr.  F.  C.  Young,  A.C.A. 

Mar.  14  (Wed.).— Mock    Arbitration.       (Details    will    be 
circulated  later.) 

„    21  (Wed.).— Lecture,  ••Colliery  Accounts."   Mr.A.D. 

Barber.  A.C.A.,  Sheffield. 
„    29  (Thurs.).— Lecture,  *•  Some  Pomts  on  the  Duties 
of  a  Trustee  in  Bankruptcy."    Mr.  A.  F.  H. 
Harrop,  Solicitor,  Sheffield. 
April  II  (Wed.).— Social  Evening. 

The  best  thanks  of  the  Society  are  due  to  the  gentlemen 
who  have  delivered  lectures  or  opened  debates,  and  4he 
Committee  desires  to  take  this  opportunity  of  expressing 
the  same. 

It  is  much  to  be  regretted  that,  owing  to  pressure  of  busi- 
ness, the  President  has  not  been  able  to  attend  more 
meetings  of  tjje  Society,  but  the  Vice-President  has 
generously  stepped  into  any  breach  cause^by  his  unavoid- 
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The  Committee  also  desires  to  thank  the  President  for 
his  kind  donation  of  £$  to  the  fands  of  the  Society. 

The  following  members  of  the  Society  have  been 
successful  in  the  examinations  of  the  Institute  during  the 
past  year : — 

May  1905 — Intermidiate. 

T.  C.  Parkin.  Junr.,  with  Mr.  T.  C.  Parkin,  A.C.A. 

Final. 
!vl.  Foxon,  with  Mr.  R.  L.  Foxon,  A.C.A. 
G.  E.  Greening,  with  Mr.  G.  Franklin,  A.C.A. 
F.  H.  Smith,  with  Mr.  W.  H.  Smith,  A.C.A. 
H.  J.  Watson,  with  Mr.  E.  E.  Carline,  A.C.A. 
A.  L.  Wing,  with  Mr.  Wm.  Wing,  F.C.A. 

November  1905 — Intermediate. 
H.  H.  Tomasson,  with  Mr.  N.  W.  Burbidge,  A.C.A. 
C.  L.  Widlake,  with  Mr.  Wm.  Holme,  F.C.A. 

Final. 
H.  Oswald  Bolton,  with  Mr.  A.  W.  Macredie,  F.C.A. 
F.  Moore,  with  Mr.  J.  W.  Best,  F.C.A. 

The  Union  of  C.A.  Students'  Societies  offered  prizes  for 
the  best  essay  on  *'  The  difference  in  Constitution  and 
relative  advantages  of  Private  Firms  and  Limited  Com- 
panies, and  the  matters  of  Account  involved  by  a  Conver- 
sion,*' as  follows : — 

First  Prize £550 

Second  Prize 220 

Third  Prize i     i    o 

In  addition  to  the  above,  Mr.  M.  Webster  Jenkinson 
offered  a  prize  of  £2  2s.  to  any  member  of  this  Society 
winning  the  first  prize,  £1  is.  if  second  or  third,  and  the 
Committee  offered  a  prize  of  £2  2s.  to  any  member  taking 
any  prize  in  the  competition. 

The  result  is  as  follows  : — 

ist— Mr.  Stuart  Green,  A.C.A.,  Sheffield. 
2nd— Mr.  E.  V.  Scholey  Pepper.  Sheffield. 
3rd — Mr.  Cyril  Bird.  London. 

The  Committee,  on  behalf  of  the  Society,  heartily  con- 
gratulate Mr.  Green  and  Mr.  Pepper  on  their  success, 
especially  as  Mr.  Pepper  was  also  successful  in  winning  the 
first  prize  in  Messrs.  Gee  &  Co.'s  competition  in  The 
Accountants'  Journal. 

The  prizes  will  be  presented  at  the  annual  meeting  of 
the  Society. 

It  is  to  be  hoped  that  these  successes  of  our  members  will 
have  the  effect  of  increasing  the  number  of  the  competitors  for 
these  prizes  from  this  Society,  this  being  the  first  year  in 
which  any  Sheffielder  has  been  successful. 

Seven  Committee  meetings  have  been  held,  and  the  follow- 
ing are  the  attendances  of  the  members  of  the  Committee : 


Mr.  W.  J.  Furnival,  A.C.A.  (Chairman)  . .     5 

Comthwaite,  A.C.A-  -^        7 

G.  E.  Greening,  A.C.A i 

H.  J.  Watson,  A.C.A 5 

JI.  E.  Roe        o 

J.  W.  Merryweather 6 

W.  T.  Champion  (resigned  November  last)  o 
L.  C.  Howlden  (elected  November  last  viu 

Mr.  Champion)        2 

Hon.  Treasurer        7 

„      Secretary         7 

Mr.  Roe's  absence  has  been  owing  to  continued  ill-health 
during  the  last  twelve  months. 

Mr.  Champion  was  compelled  to  resign  as  he  has  now  left 
Sheffield,  and  the  Committee  elected  Mr.  L.  C.  Howlden  to 
fill  the  vacancy. 

The  mock  shareholders'  meetings,  held  under  the  auspices 
of  the  Union  of  C.A.  Students'  Societies,  proved  highly 
successful,  three  of  our  members  visiting  Newcastle-upon- 
Tyne,  and  four  members  of  the  Hull  S.S.  coming  to 
Sheffield. 

In  both  cases  the  directorate  of  the  company  was  proved 
guilty  of  culpable  if  not  criminal  negligence. 

The  annual  football  match  between  the  Sheffield  Law 
Students  and  ourselves,  played  on  the  Owlerton  Ground 
(kindly  lent  by  the  Directors  of  the  Sheffield  Wednesday 
F.C.),  resulted  in  a  victory  for  our  Society  by  three  goals  to 
two.    Table  of  matches  played  to  date  :— 

GotOs 
Played    Won       Lost      Drawn    For       Against 
Accountants  Students    5  3  i      ..      i         8  6 

Law  Students       ..        s  >  3      ••      >         ^      ••        8 

In  accordance  with  Rule  1 1  the  officers  and  members  of 
the  Committee  retire,  but  with  the  exception  of  Mr.  W.  J. 
Furnival.  A.C.A.  (Chairman),  Mr.  G.  E.  Greening,  A.C.A., 
and  Mr.  H.  Oswald  Bolton  (Hon.  Sec.),  who  do  not  seek 
re-election,  all  are  eligible  to  be  re-appointed. 

The  accounts  duly  audited  are  annexed  hereto. 

The  Committee  are  pleased  to  be  able  to  show  a  conturaed 
improvement  in  the  financial  position  of  the  Society,  there 
being  a  favourable  balance  on  the  year's  working  of 
£1  3s.  8d.,  in  spite  of  the  fact  that  there  has  been  a  con- 
siderable amount  of  extraordinary  expenditure  for  prizes, 
expenses  re  the  mock  shareholders'  meeting,  visit  to 
Bamsley.  Sec. 

The  amount  now  standing  to  the  credit  of  Capital  Aocoant 
is  £g  OS.  6d. 

W.  J.  Furnival, 

Chairman  of  Committee. 

H.  Oswald  Bolton. 

C^  OPV*'  Secretary. 
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Income  and  Expenditure  Account,  for  the  year  ended  30th  April  1906. 


Cr, 


1006  Expenditure 

April  «)th.  £    s 

To  Pnnting,  Stationery,  and  Postages— 

General  Printing 85 

Secretary's  Postages  30 

»    Lecturers'  Fees  and  Expenses        

•  Working  Union 

•  Subscription  to  Sheffield  Society  of  Chartered  • 

Accountants  for  use  of  Library 

•  AuoimUutts'  Journal 

»    Expenses  of  visit  to  Barnsley  Brewery  Co.,  Lim.    2    x 
L«ss  Railway  Tickets  Sold       i  11 

«  Honorariums  voted  to  those  who  attended  the 
Mock  Shareholders'  Meeting  at  Newcastle    . . 

.  Subscription  to  "Price  and  Lanham"  Testi- 
monial Fund 

«    Bank  Commission,  less  Interest 

•  Subscription  to  Accountants*  Journal,  written  off 
0    Prizes  to   successful   Candidates    in    Working 

Union  Essay  Competition 

«  Balance.  Excess  of  Income  over  Expenditure 
for  the  year  transferred  to  Capital  Account    . . 


d    £    s    d 


II  5  II 
4  14  10 
a  17    6 

a  13  o 
7  17    9 


3    4    9 


007 
030 


I    3    8 
£39  16    o 


1906  Income 

ApnTsoth.  £    s    d 

By  Members'  Subscriptions— 

55  at  10/6  each 28  17    0 

I  at  5/6 056 

,    Entrance  Fees — 

9  at  10/-  each 

.    Profit  on  Smoking  Concert 

,    Donation  from  the  President,  F.  E.  Foster,  Esq. 


£    s    d 


29    3 

4  10 
I     3 

5  o 


£i9  16    o 


Balance  Sbeet,  30th  April  1906. 


Liabilities 


£    s    d    r    s    d 
7  16  10 

the  year ..13 

•    Prizes  re  Working  Union  Essay  Competition    . . 


To  Capiul  Account  as  at  April  30th  1905 

Add  Excess  of  Income  over  Expenditure  for 


906 
440 


£13    4    6 


Assets  £    s  d 

By  Furniture  as  at  30th  April  1905 o  10  0 

»    Outstanding  Subscriptions i  16  o 

•   Cash  at  Bankers         10  18  6 


£13    4    6 


We  have  examined  the  above  Balance  Sheet  with  the  books  and  vouchers,  and  hereby  certify  the  same  as  correctly  showing  the  financial 
position  of  the  Society. 


2Jra  May  1906. 


ErNKST  W.  DUDLKY,  )   u,,-  A^U  n,, 
ChAS.  L.  WlDLAKE,  \    ^*"*-  "^^^i^O"' 


Ssbnes  institute  of  public  accoumants. 


At  the  twelfth  annual  meeting  of  the  above  Institute 
held  in  the  Library  Room  of  the  Institute,  i6  O'Connell 
Street,  Mr.  F.  N.  Yarwood  (the  President),  in  the  chair, 
there  were  a  good  number  of  the  members  present,  among 
whom  were  Messrs.  H.  B.  Allard,  J.  T.  Bowes,  H. 
Dunstan  Vane  (Vice-President),  W.  H.  Perry,  Thos.  Pratt, 
William  Robertson,  and  W.  Cullen  Ward  (Councillors), 
and  Messrs.  D.  H.  Gilfillan.  £.  E.  Haager,  Relph, 
Stevens,  Ward,  Russell,  &c.  Apologies  were  received  for 
unavoidable  absence  from  some  members. 

The  following  Report  and  Accounts  were  adopted  :— 


The  Council  has  pleasure  in  presenting  the  Twelfth 
Annual  Report. 

The  accounts  for  the  year,  which  have  been  duly  audited, 
show,  after  writing  £^8  8s.  4d.  off  the  Furniture  and  Library, 
a  credit  balance  of  £^0  13s.  i id.  This  has  been  transferred 
to  the  Accumulation  Account,  which  now  shows  a  credit 
balance  of  ;f43i  os.  iid. 

During  the  past  year  a  post  examination  for  candidates 
who  came  up  for  the  Uniform  Examination  in  October 
1904  was  held  in  April  1905,  and  Mr.  F.  N.  Yarwood 
attended  in  Melbourne,  together  with  a  representative  from 
the  South  Australian  Institute  and  one  from  the  Victorian 
Institute  to«ljudicate  on  the^^HJ^^y  GoOgk 
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Subsequently  the  Victorian  Institute  retired  from  the 
Joint  Examination  Scheme,  and  since  then  the  Council  have 
pleasure  in  stating  that  the  scheme  under  which  these 
Uniform  Examinations  were  held  has  been  remodelled,  and 
that  at  the  present  time  three  other  Institutes — The  Insti- 
tute of  Accountants  in  South  Australia  (Incorporated),  the 
Tasmanian  Institute  of  Accountants,  and  the  Institute  of 
Accountants  and  Auditors  of  Western  Australia — are 
co-operating  with  this  Institute  in  the  matter  of  these 
examinations. 

The  examinations  under  the  amended  scheme  are  con- 
ducted under  a  Central  Committee  to  which  delegates  are 
appointed  by  the  various  Institutes  taking  part  in  the 
examination.  The  scheme  is  working  well,  and  promises 
to  be  a  considerable  improvement  on  the  method  in  vogue 
hitherto.  The  division  of  the  Final  Examination  into 
Bookkeeping  and  Auditing  in  October  of  each  year,  and  the 
four  legal  subjects  in  the  following  April,  has  materially 
assisted  to  this  end.  The  fixing  up  of  this  scheme  entailed 
a  visit  by  the  President  (Mr.  F.  N.  Yarwood)  to  Adelaide  to 
confer  with  the  Council  of  the  Institute  there,  and  there  is 
hope  that  other  Institutes  in  Australia  will  take  advantage 
and  come  into  line  in  connection  with  the  scheme. 

The  first  examination  under  the  new  regulations  was  held 
in  October  and  comprised  Bookkeeping  and  Auditing,  and 
those  successful  at  that  examination  will  be  eligible  for 
examination  in  the  legal  subjects  in  April  of  this  year. 

At  the  above  examinations  the  undermentioned  have 
satisfied  the  examiners  : — In  the  Intermediate  Section : 
Allan  L.  Moffat,  Douglas  Sefton,  W.  B.  Small,  J.  A.  Spencer, 
H.  Russell  Crane.  S.  W.  England,  Albert  H.  Dale ;  and  in  the 


Final  Section  the  following  have  completed  the  whole  of 
their  examinations:  Samuel  T.  Smith,  Percy  Cureton, 
Frank  D.  Niblett,  Rupert  A.  Cullen  Ward ;  while  the  follow- 
ing have  passed  in  the  First  Section  of  the  Final  Examina- 
tion: W.  T.  CoUyer,  Jeremiah  Roberts,  A,  W.  Oakes, 
George  Twohill,  W.  Forsythe,  R.  J.  Burns. 

The  Australian  Institute  of  Public  Accountants,  fore- 
shadowed in  the  last  year's  report,  has  advanced  to  a  con- 
siderable extent,  and  it  is  hoped  that  the  current  year  ^11 
see  the  Institute  registered  and  in  full  working  order.  An 
unofficial  meeting  of  the  members  of  this  Institute  was 
held  recently  at  which  full  details  were  given  with  r^ard  to 
the  present  position. 

It  is  with  very  great  regret  that  we  have  to  report  the 
death  of  Mr.  J.  C.  Taylor,  who  was  the  first  President  of 
the  Institute. 

The  following  gentlemen  have  passed  the  necessary 
examinations,  and,  being  eligible,  have  been  admitted  as 
Associates :— Messrs.  Frederick  Edgerton  Stevens,  Frank  D. 
Niblett,  Samuel  T.  Smith,  Rupert  A.  Cullen  Ward,  James 
S.  Gibb  ;  and  one  member  has  been  dealt  with  under  Sub- 
Section  F  of  Clause  26  of  the  articles  of  association. 

The  members  retiring  from  the  Council  this  year  are  :— 
Messrs.  W.  Robertson,  H.  Dunstan  Vane,  W.  Cullen  Ward, 
all  of  whom  are  eligible  for  re-election. 

Mr.  D.  H.  Gilfillan,  honorary  auditor,  retires  under 
Article  70  and  is  also  eligible  for  re-election. 

F.  N.  Yarwood, 

Prnidint. 


Revenue  Account  for  Year  ended  31st  March  1906. 


£  s  d 

To  General  Expenses- 
Printing  and  Stationery    19    4  II 

Advertising ii    g    o 

Postages  and  Petlies         13  15    i 

Rent,  Insurance,  and  Oflice  Cleaning  . .        •  •  56    5    2 

«  Examination  Ex^wnses— 

Printing,  Advertising,  and  Examiners'  Pees 

and  Expenses 

„    Honorarium  to  Secretary 

•    Bad  Debts         

m    Depreciation— 

Written  oif  Furniture       ii  15    o 

»  Library  a6  13    4 


£    s    d    i 


Balance- 
Transferred  to  Accumulation  Account 


14  7 
10  o 
9    o 


38    8    4 


297 

30- 
iC3a8 


16  I 
13 II 


10    o 


By  Entrance  Fees— 

3  Fellows  at         jCs    5    o        15  15  o 

5  Associates  at      220        10  10  o 

•   Subscrintious— 

23  Fellows     at  £3    3    o        73    9  o 

30  Associates  «      i    i    o        31  10  o 

5           »         mOio6       a  12  6 

m  Examination  Fees— 

II  Candidates  at  ^3    30       34  13  o 

14           •         .220        2980 

26           »         ,     I  II    6       40  19  o 

73           m         ,110       76  13  o 

2           »         «oio6       xio 

»  Interest  on  Savings  Bank  Deposit  . . 
V  Hire  of  Institute  Room 


£    s    d      £    s    d 


26    s    o 


106  II    6 


-  x83  14  u 
800 
4  19   6 

1^328  10   0 
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Balance  Shbbt  at  31st  March  1906. 


LiabUUia. 


Depreciation  Reserve 
Accumolation  Account- 


£    8    d    £    s    d 
178    o    3 


Balance  at  3xst  March  1905      . . 

m     transferred  from  Revenue  Account     30  13  11 


400    7    o 


•  431    o  II 


£609    I    a 


A  nets. 

£    s  d 

Cash  at  Savings  Bank  of  New  South  Wales  . .        . .  200  o  o 

.       Bank  of  New  South  Wales 23  5  10 

Sundry  Debtors 

Furniture  at  Cost 117  10  o 

Library  at  Cost 266  3  4 


£    s    d 


223    5  10 


■  383  13    4 
£609    I    2 


F.  N.  Yarwood,  President. 
E.  A.  Harris*  Hon.  Secretary. 

Syimy  4IA  ApfU  1906. 


Audited  and  found  correct. 

D.    H.  GiLFILLAN. 


The  retiring  members  of  the  Council  were  reappointed, 
and  Mr.  D.  H.  GilfiUan  was  reappointed  Honorary  Auditor. 

Mr.  Kex  Cullen  Ward,  on  behalf  of  the  Students'  Society 
of  the  Institute,  tendered  thanks  for  the  assistance  of  the  i 
parent  Institute  during  the  past  year,  and  Mr.  Haager  (one 
of  the  Hon.  Secretaries  of  the  Society)  supported  the  same.  | 

The  meeting  closed  with  a  vote  of  thanks  to  the  Honorary  1 

I 

Secretary  of  the  Institute  (Mr.  E.  A.  Harris),  who  is  away 
from  Sydney  at  present,  the  Honorary  Auditor,  and  the 
President  for  their  services  during  the  past  year. 


personaL 


Messrs.    Kidsons,     Taylor    &     Evbrbtt,     Chartered 
Accountants,  have  removed  to  i  Booth  Street,  Manchester. 


numbers  in  the  corresponding  week  of  last  year  were  : 
Bankruptcies,  96;  Deeds  of  Arrangement,  77— total,  173; 
being  a  decrease  of  45.  The  total  number  of  commercial 
failures  recorded  during  the  23  weeks  of  the  present  year  is 
3,853 ;  the  total  number  recorded  in  the  corresponding  23 
weeks  of  last  year  was  4,127,  showing  a  decrease  of  274. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
June  8tb,  was  106.  The  number  in  the  corresponding  week 
of  last  year  was  165,  showing  a  decrease  of  59.  The  total 
number  filed  during  the  23  weeks  of  the  present  year  is 
3,466 ;  the  total  number  filed  in  the  corresponding  23  weeks 
of  last  year  was  3,894,  showing  a  decrease  of  428. 


Debentures. 


f  atlnres  ano  JStlls  o(  Sale  in  £n0lan& 
an^  HQIaleB* 


According  to  Kemp^s  M.rcantiU  GautU,  the  total  number  | 
of  commercial  failures  recorded  in  England  and  Wales  . 
during  the  week  ending  Friday,  June  8th,  was  128,  viz. :— -  I 
New  Bankruptcy  Proceedings  published  in  the  London  GamtU,  I 
64 ;  Deeds  of  Arrangement  registered,  64.    The  respective 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week 
ending  Friday,  June  8th,  amounted  to  /i, 008.588,  by  way 
of  addition  to  ;(i,  136,973,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  :f  1,763, 150,  showing  a  decrease  of 
;f754.562.  The  total  amount  registered  during  the  23 
weeks  of  the  present  year  was  ;f 38,595,21 7  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  ;^34>426,659  for  the  corresponding  23  weeks 
in  1905,  showing  an  increase  of  /4ii68,5^QQQ[g 


770 


THE    ACCOUNTANT 


June  i6,  1906. 


(^battere^  Bccountants'  XobQc. 


With  reference  to  our  recent  announcement  to  the  effect 
that  a  Masonic  Lodge  was  in  contemplation,  to  be  known  as 
the  *'  Chartered  Accountants'  Lodge/'  we  are  now  informed 
that  the  Warrant  has  been  issued  by  the  Grand  Lodge  of 
England,  and  that  the  Grand  Secretary,  Sir  Edward 
Letch  worth,  will  consecrate  the  Lodge  in  the  Masonic 
Temple  at  the  New  Gaiety  Restaurant  on  Wednesday,  the 
27th  inst.,  when  Mr.  William  Plender  will  be  installed  as 
the  first  Master.  The  following  gentlemen  are  Founders  :— 
Mr.  William  Plender,  Mr.  J.  W.  Woodthorpe,  Mr.  F.  W. 
Pixley,  Mr.  H.  Woodburn  Kirby,  Mr.  Paul  Bevan,  Mr. 
A.  H.  Gibson,  Mr.  Thomas  Bowden,  Mr.  Ernest  Edmonds, 
Mr.  Geo.  Sneath,  Mr.  Alfred  Page,  Mr.  J.  H.  Whadcoat, 
Mr.  J.  H.  Stephens,  Mr.  W.  H.  Fox.  Mr.  C.  Fox,  Mr. 
Arthur  A.  Whinney,  Mr.  W.  Harris,  Mr.  John  Annan,  Mr. 
Edward  A.  Moore,  Mr.  C.  Eves,  Mr.  W.  A.  Bawden,  Mr. 
T.  E.  Shuttleworth,  Mr.  Geo.  Franklin,  and  Mr.  A.  D.  Barber. 


Cost  of  Esecutions. 


Mk.  Bicklby  again  raised  the  point  affecting  the  interpre- 
tation of  County  Court  rules  with  regard  to  the  recovery  of 
the  cost  of  unproductive  executions.  When  judgment  is 
given  against  a  defendant  it  is  usual  to  apply  for  and  obtain 
immediate  execution,  and  if  the  debt  and  costs  are  not 
speedily  paid  bailiffs  visit  the  debtor's  premises  to  make  a 
levy.  It  is  sometimes  found  that  there  are  no  goods  to  levy 
upon,  and  payment  is  enforced  by  other  means.  The  poiM 
raised  is  whether  the  cost  of  the  abortive  execution  shouki 
be  added  to  the  original  judgment  and  paid  by  the  debtor. 
His  Honour  recently  stated  that  whenever  an  application 
was  made  for  the  issue  of  a  warrant  to  recover  the  costs  of 
a  previous  abortive  execution,  the  matter  was  to  be  brought 
to  his  notice  in  each  individual  case.  Mr.  Bickley  men- 
tioned a  case  in  order,  as  he  said,  that  his  Honour 
might  give  a  judgment.  The  Judge  :  I  told  you  I  would  let 
you  know  the  practice  to  be  adopted.  The  practice  is 
settled,  and  a  certain  form  will  have  to  be  signed.  The 
Registrar  said  that  the  forms  were  being  printed.  The 
form  in  question  requires  that  the  amount  for  which  the 
warrant  was  issued  and  the  costs  should  be  stated,  also  the 
rent  of  the  premises  vrhexe  the  execution  was  issued,  and, 
further,  the  reason  why  such  an  execution  was  unproductive. 
It  is  also  required  that  the  applicant  should  state  the  ground 
on  which  he  considered  such  execution  would  be  productive. 
(Birmingham  Post.) 


Adklphi  Theatre.— Among  the  recent  successes  of  Mr.  Oscar 
Asche  "  The  Taming  of  the  Shrew,"  now  being  produced  at  the 
Adelphi.  is  undoubtedly  one  of  the  greatest.  Mr.  Asche  and  Miss 
Lily  Brayton  are  to  be  seen  at  their  best,  and  are  ably  supported 
by  an  unusually  strong  cast. 

Harmsworth  ENCYCLOPieDiA.—Parts  33  and  34  have  just 
been  published,  each  consisting  of  160  pages  profusely  illustrated. 


The  Profession  in  Scotland. 


PenonaL 


Mr.  Robert  F.  Cameron.  C.A.,  1  Exchange  Place, 
Inverness,  intimates  that  he  has  assumed  Mr.  George 
Forrest,  C.A.,  as  a  partner,  and  that  the  firm  will  carry  on 
business  at  the  same  address  under  the  style  of  Robert  F. 
Cameron  &  Forrest. 

Messrs.  Welsh,  Walker  &  Macpherson,  C.A.,  33  Cathcart 
Street,  Greenock,  have  assumed  Mr.  Thomas  Ord  Sinclair, 
C.A.,  as  a  partner.  There  will  be  no  change  in  the  firm 
name. 

Mr.  Albert  E.  R.  Copeland,  C.^.,  196  St.  Vincent  Street, 
Glasgow,  has  assumed  Mr.  Robert  Allan.  C.A.,  as  a  partner. 
The  style  of  the  firm  will  be  Copeland  &  Allan. 


BdiBbargh  Bodety  of  AcconnUnts. 


At  a  general  meeting  of  the  Edinburgh  Society  of  Accoun- 
tants held  recently ,  which  was  largely  attended,  a  special  report 
by  the  President  and  Council,  dated  nth  April  1906. was,  after 
some  discussion,  approved  of,  and  the  following  resolution 
was  unanimously  adopted : — *'  The  Society  is  of  opinion 
'*  that  no  member  should  permit  or  be  a  party  to  the  use,  by 
<•  any  firm  of  which  he  is  a  partner,  of  the  designation 
'* '  Chartered  Accountants,'  or  the  letters  *C.A.,'  unless  all 
'*  the  partners  of  the  firm  are  Chartered  Accountants." 


ObituAFy. 


The  death  took  place  at  31  Stirling  Road,  Trinity,  on  the 
3rd  inst..  of  Mr.  John  Walker.  C.A.,  30  St.  Andrew  Square, 
Edinburgh.  The  deceased  gentleman  served  his  apprentice- 
ship with  the  Messrs.  Carter  (whose  firm  is  now  known  as 
Carter,  Greig  &  Co.),  and  he  was  admitted  a  member  of  the 
Edinburgh  Society  of  Accountants  in  1876.  Shortly  after- 
wards he  began  business  on  his  own  account  in  partnership 
with  a  Mr.  Falconer,  and  on  this  partnership  being  dis- 
solved he  carried  on  business  for  some  time  alone.  Subse- 
quently he  assumed  Mr.  Whyte  as  partner,  the  firm  being 
known  as  Walker  &  Whyte,  and  this  being  still  the  style  of 
the  firm.  Mr.  Whyte  died  in  1897,  and  Mr.  Walker  con- 
tinuad  the  business  alone  until  last  3|®,  when  he  aaaomed 
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Mr.  A.  J.  J.  Brown  as  partner.  The  deceased,  who  was 
fifty-two  years  of  age,  is  survived  by  a  widow  and  daughter. 
The  business  is  being  continued  by  Mr.  Brown. 


COURT    OF    SESSION. 


Edinbargh— First  DiTision. 


Before  the  Lord  President,  and  Lords  MeLaren, 
Kinneary  and  Pearson. 

June  7. 

B.N.— Exoheqner  Cause— Lord  Advocate  t.   Hugh  Oibb. 

Underwriters  and  Income-Tax. 

The  Diviaio.1  d.sposeJ  of  this  reclaiming  note,  which 
brought  under  review  a  judgment  of  Lord  Johnston  in  an 
information  at  the  instance  of  the  Lord  Advocate,  as  repre- 
senting the  Inland  Revenue,  against  Hugh  Gibb,  as 
representative  partner  of  the  firm  of  Cayzer,  Irvine  &  Co., 
underwriters,  Glasgow.  The  information  proceeded  upon 
the  footing  that  the  firm  were  persons  in  receipt  of  money, 
value,  profits,  or  gains  of  or  belonging  to  other  persons,  and 
chargeable  under  Schedule  D  of  the  Income-Tax  Act,  16  and 
17  Vict.,  Chap.  34.  for  the  year  ending  5th  April  1905,  and 
that  they  were  bound  to  prepare  and  deliver  to  the  proper 
official  appointed  to  receive  the  same  a  list  in  writing  con- 
taining a  true  and  correct  statement  of  all  such  money,  value, 
profits,  or  gains,  and  the  name  and  place  of  abode  or 
residence  of  every  person  to  whom  the  same  belonged.  The 
firm  were  said  to  have  refused  or  neglected  to  deliver  such  a 
statement  when  called  upon  to  do  so,  and  to  have  therefore 
acted  contrary  to  the  provisions  of  the  Income-Tax  Act  of 
1842.  and  so  forfeited  the  sum  of  ;f  50.  For  the  defence  it 
was  maintained  that  there  was  no  obligation  on  the  firm  or 
the  defender  to  furnish  the  list  required.  Cayzer.  Irvine  & 
Co.  carry  on  the  business  of  underwriters  on  behalf  of  others. 
They  make  up  annually  in  January  a  separate  account  for 
each  underwriter  for  whom-  they  act,  and  pay  over  such 
profits  or  gains  as  may  be  shown  on  a  t>alance  of  his  account, 
or  retain  so  much  at  his  credit  to  meet  possible  losses.  A 
commission  of  10  per  cent,  is  paid  to  Cayzer,  Irvine  &  Co. 
on  any  profit  which  may  accrue  on  the  transaction  under- 
taken by  them.  In  the  Outer  House  Lord  Johnston  held 
that  the  defender  was  bound  to  prepare  and  deliver  a  true 
and  correct  statement  giving  the  name  and  place  of  abode  of 
tho^  persons  for  whom  the  firm  acted  as  underwriters,  but 
were  not  bound  to  furnish  a  statement  of  the  profits  or  gains 
arising  to  each  person.  Accordingly,  the  information  was 
dismissed,  but  neither  party  was  allowed  expenses.  The 
pursuer  reclaimed. 


The  Division  recalled  the  Lord  Ordinary's  interlocutor, 
and  found  that  the  defender,  Gibb,  as  representing  Cayzer, 
Irvine  &  Co.,  was  bound  under  statute  to  return  a  list  of  the 
(fames  of  persons  for  whom  they  acted  as  underwriters,  and 
also  a  statement  of  the  profits  and  gains  in  favour  of  each  in 
connection  with  the  underwriting  transactions ;  and  in 
respect  of  the  defender's  refusal  to  return  such  list  and 
statement  when  required,  the  Court  held  that  there  had  been 
a  contravention  of  the  statute,  and  that  a  penalty  of  ;f5o  had 
been  incurred.  The  Crown  was  found  entitled  to  expenses 
both  in  the  Outer  House  and  in  the  Inner  House. 


Sheriff  Goart,  Edinburgh. 


Before  Sheriff-Substitute  Graham. 

June  4. 
Cadbury  Brothers,  Lim.  t.  N.  0.  Wallaee. 

Cessio— Married  Wonutn's  Liability. 

Sheriff-Substitute  Graham  has  issued  his  interlocutor  in 
proceedings  at  the  instance  of  Messrs.  Cadbury  Brothers, 
Lim.,  against  Mrs.  N.G.Wallace,  confectioner,  19  Brandon 
Terrace,  Edinburgh.  His  Lordship  repels  the  plea  or 
objection  stated  by  the  defender  that  the  petition  is  incom- 
petent in  respect  that  she  is  a  married  woman  living  with 
her  husband,  though  carrying  on  a  trade  or  business  on  her 
own  behalf,  and  ordains  |the  defender  to  execute  a  disposi- 
tion omnium  bonorum  in  favour  of  the  trustee  appointed  for 
behoof  of  the  creditors.  In  his  note  the  Sheriff  says  that  a 
married  woman  appears  to  be  liable  to  cessio  to  the  same 
extent  to  which  she  is  liable  to  sequestration.  At  common 
law,  and  apart  from  statute,  a  married  woman  carrying  on 
a  trade  or  business  by  herself,  whose  husband  is  abroad,  is 
liable  to  diligence  and  bankruptcy  as  an  ordinary  debtor, 
but  it  has  not  yet  been  decided  how  far  the  third  section  of 
the  Married  Women's  Property  Act,  1877,  is  to  subject  her 
to  bankruptcy  where  she  is,  while  living  with  her  husband, 
earning  her  living  as  a  trader  or  artist.  By  Section  3  of  the 
Act  of  1877  the  right  of  administration  of  the  husband  is 
excluded  from  any  earnings  she  may  make  in  her  business, 
and  such  earnings  are  to  be  deemed  to  be  settled  to  her  sole 
and  separate  use,  and  her  receipts  are  to  be  a  good  dis- 
charge. It  seems  to  me,  the  sheriff  concludes,  that  liability 
to  diligence  and  bankruptcy  as  an  ordinary  debtor  must 
follow  the  wide  privileges  of  trading  conferred  on  a  married 
woman  by  the  Act  of  1877,  and  that  the  fact  that  her 
husband  is  living  with  her  does  not  prevent  that  result 
unless  it  can  be  shown  that  he  is  taking  pai^t  in  the  conduct 
of  the  business.  Digitized  by  VjOOQ IC 
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An  idea  of  the  cost  of  Parliamentary  eloquence  may  be 
gleaned  from  the  calculations  of  a  Belgian  statistician.  If 
his  conclusions  are  correct,  and  of  general  application,  we 
think,  in  regard  to  Parliament  at  least,  we  shall  have  hence- 
forth to  say,  •'  Brevity  is  the  soul  of— economy/'  It  seems 
that  every  hour  the  Belgian  Legislature  is  in  session  costs 
the  taxpayer  ;f  291  8s.  gd.— which  works  out  at  is.  yd,  per 
second.  On  this  basis  the  President's  pronouncement— 
"  Gentlemen,  I  declare  the  sesssion  open  "—costs  about  four 
shillings.  Every  interlude  and  interruption,  without  which 
no  Parliament  would  be  complete,  has  a  cash  value. 
'•  Laughter,"  as  chronicled  occasionally  by  the  jocund 
Parliamentary  reporter,  costs  some  £2  8s.  4d.,  and  simple 
*'  cheers  "  run  from  14s.  to  £1.  **  Marks  of  approval  or 
dissent  on  many  benches  "  varies  in  value  from  £1  12s.  to 
£2  8s.  Coming  to  actualities,  the  statistician  says  that  the 
"applause  "  which  greeted  a  recent  speech  by  the  Minister 
of  Railways  cost  the  State  exactly  £2  12s.  4id.,  and  that  on 
another  occasion  an  unimportant  speech  of  more  than  three 
hours'  duration  by  *' the  bore  of  the  House"  cost  the 
country  ^947  3s.  8d.  It  is  surely  the  very  irony  of  Parlia- 
mentary fate  that  every  earnest  advocate  of  economy  costs 
the  country  money  in  proportion  to  the  endurance  of  his 
eloquence. 
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XeaMno  Brticles. 


The  Accounts  of  Building  Land  Development 
Companies. 


T*HE  paper  recently  read  by  Mr.  Percy 
^  Garratt,  at  Cardiff,  entitled  "  Notes 
on  the  Accounts  of  Building  Land  Develop- 
ment Companies,"  which  we  reproduced  in 
our  issue  of  the  igth  ult.,  deals  with  a 
subject  of  considerable  interest  which  has 
hitherto  been  somewhat  unaccountably 
neglected  by  lecturers  at  Students  Societies' 
meetings. 

The  distinguishing  features  of  the  class  of 
company  referred  to  are  stated  by  the  lecturer 
under  four  headings,  all  of  which  raise  ques- 
tions of  special  difficulty  that  require  the 
careful  consideration  of  the  auditor.  The 
possibility  of  outstanding  liabilities  accruing 
over  a  considerable  number  of  years,  of  which 
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no  prima  facie  disclosure  is  made  in  the  com- 
pany's accounts,  is  sufficiently  obvious  to  call 
for  no  detailed  comment  beyond  that  it  empha- 
sises the  importance  here — as  elsewhere — of  a 
careful    scrutiny    of   the    company's    Minute 
Book,  and  perhaps  of  documents  even  more 
remote    from    the    books    of   account    them- 
selves.  With  regard  to  the  fact  that  a  develop- 
ment company  should  declare  dividends  in  the 
same  manner  as  a  trading  company — that  is, 
after  making  due  provision  for  wasting  capital 
— it  may  be  pointed  out  that  there  is  absolutely 
no  analogy  between  a  development  company 
and  a   mining   or   other   similar   company,  to 
which   the   lecturer  compares    it.     A    mining 
company  derives  its  receipts  from  practically 
the  same  sources  as  an  ordinary  commercial 
undertaking — i.e.,  from  the  sale  of  goods  which 
are  normally  regarded  as  floating  assets ;  and  if 
it  is  to  avoid  paying  dividends  out  of  capital — 
a  quite  unnecessary  proceeding  so  far  as  the 
bare  requirements  of  the  Companies  Acts  are 
concerned — it   must   make   due  provision   for 
depreciation,  as   such,  proportionately  as  the 
mining  property  is  worked  out.     With  a  land 
company,  on  the  other  hand,  the  receipts  are 
derived  from  the  sale  of  what,  in  the  majority 
of  other  undertakings,  are  capital  assets  or  fixed 
assets,  and  it  is  thus  prima  facie  put  upon  its 
guard  against  applying  any  portion  of  its  capital 
towards  the  payment  of  a  dividend.     We  do 
not,    however,    agree    with    the    lecturer     in 
describing   the   land   of    a   land   development 
company  as  a  fixed  asset.     The  mere  fact  that 
it  has  been  acquired  with  a  view  to  resale  at 
once  places  it,  it  seems  to  us,  in   the  same 
category  as  a  floating  asset,  for  the  distinction 
between  "  fixed  "  and  "  floating  "  has  nothing 
to     do     with    the     inherent     quality    of    the 
asset   itself,    but    is  solely  a  question  of  the 


intention    of    the    undertaking    with    regard 
thereto.     Lord  Justice  Romer  held  that,  while 
it  was  improper  for  such  a  company  to  take 
credit  for  an  assumed  rise  in  the  value  of  its 
capital   assets  before  arriving  at  a  figure   of 
profit  available  for  dividend,  there  was  nothing 
to  prevent   it   from  writing  up  the  value  of 
its  land  to  give  effect  to  a  rise  in  prices  which 
had  actually  taken  place  before  arriving  at  a 
figure   of  divisible  profits.     What  applies   to 
a  land  development  company  situated  in  Natal 
must   apply   equally  to    a   land   development 
company  situated  elsewhere,  with  the  proviso 
that  the  more  settled  the  country  the  easier  it 
is  to   arrive   at    a    reliable    valuation    of    its 
property,  and  therefore  the  less  danger  is  there 
attending  the  practice  of  writing  up  the  value 
of   land    prior  to  an  actual  realisation.     But 
although,  from  the  point  of  view  of  the  require- 
ments of  the  Companies  Acts,  there  would  thus 
appear  to  be  no  ground  for  supposing  that  a 
land  development  company  is  required  to  treat 
its  land  as  a  fixed  asset,  the  practical  difhculty 
of  dividing  unrealised  profits,   combined  with 
the    danger    of  a   fall    in    values    before    an 
advantageous  realisation  could  be  effected,  will 
both    naturally   tend   towards  encouraging   a 
policy    of    caution,    under    which    unrealised 
profits  will  in  all  cases  be  ignored. 

Where  the  difficulty  will  come  in,  and  where 
the  most  pressure  is  likely  to  be  brought  to 
bear  upon  the  auditor,  is  where,  owing  to  a 
recent  realisation  of  land,  there  are  ample 
moneys  available  for  distribution,  consisting 
in  part  of  profits  on  sale  and  in  part  of 
the  cost  price  of  the  land  as  well.  The 
decision  in  Lubbock  v.  The  British  Bank  of 
South  America,  Ltw.,  makes  it  incumbent  upon 
the    company  only  to    distribute    profits   on 
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the  sale  of  such  assets,  and  not  the  whole  of  the 
proceeds.  Those  who  wish  to  avoid  the  expense 
of  an  application  for  the  reduction  of  capital  with 
a  view  to  returning  to  shareholders  funds  not 
required  for  the  purposes  of  the  company  may, 
however,  well  argue  that,  applying  the  decisions 
in  Boltofi  V.  The  Natal  Land  and  Colonisation 
Company^  Lim.,  and  of  Foster  v.  The  New 
Trinidad  Lake  Asphalte  Company,  Lim.,  the 
unrealised  assets  may  be  written  up,  and  the 
profit  then  shown  upon  the  assets,  realised  and 
unrealised,  may  be  safely  distributed,  provided 
(as  may  well  be  the  case  if  no  subsequent  in- 
vestments of  capital  have  occurred)  there  are 
sufficient  moneys  in  the  coffers  of  the  company 
to  pay  away  as  dividends  the  full  amount  of  the 
profits  so  shown.  In  view  of  the  decisions 
referred  to  there  can,  we  think,  be  little  doubt 
that  profits  arrived  at  upon  this  basis  would  be 
legally  distributable,  assuming  that  there  was 
nothing  to  forbid  them  in  the  company's 
memorandum  or  articles  of  association  ;  but  the 
wisdom  of  paying  such  dividends  would  be 
most  questionable  in  the  case  of  any  company 
which  was  designed  to  run  upon  permanent 
lines,  and  not  merely  for  the  purpose  of 
developing  a  single  asset  and  then  liquidating. 
It  very  frequently  happens,  however,  as  the 
lecturer  pointed  out,  that  sales  of  land  effected 
under  such  circumstances  are  made  not  for 
cash,  but  subject  to  payment  by  instalments, 
upon  a  plan  somewhat  similar  to  that  employed 
by  building  societies.  Obviously,  in  such  an 
event  the  unearned  interest  on  future  instal- 
ments cannot  be  taken  credit  for  as  profits ;  and, 
further,  a  liberal  margin  would  have  to  be  pro- 
vided for  bad  debts  arising  through  the  failure 
of  the  purchasers  to  keep  up  their  instalments, 
which  would  necessitate  the  company  fore- 
closing upon  its  mortgage   and  again   taking 


possession  of  its  property.  In  cases  where  the 
land  is  sold  under  such  conditions  that  a  free 
conveyance  is  given,  the  cost  of  such  conveyance 
to  the  company  and  of  the  accompanying 
mortgage  deed  must,  of  course,  be  regarded  as 
a  set-off  against  the  apparent  profit  derived 
from  the  sale ;  and  inasmuch  as  such  costs  must, 
of  course,  be  paid  by  the  company  in  any  event, 
until  they  have  been  liquidated  by  instalments, 
the  company  cannot  be  regarded  as  having 
received  any  payment  whatever  in  respect  of 
the  land  itself. 

But  the  most  powerful  argument  against  the 
assessment  of  profits  upon  the  principles  which 
we  have  indicated  as  being  within  the  bare 
limits  of  the  law's  requirements  is  that,  under 
all  save  the  most  exceptional  conditions,  such 
profits  cannot  be  reasonably  expected  to  regu- 
larly recur  from  year  to  year ;  which  may  for 
practical  purposes  well  be  regarded  as  the 
ultimate  test  of  what  a  prudent  business  man 
would  regard  as  divisible  profits.  It  is  further 
to  be  borne  in  mind  that  if  at  a  land  sale  (say) 
fifty  out  of  one  hundred  plots  of  apparently 
equal  value  be  sold  for  (say)  ;f  200  a-piece,  that 
of  itself  constitutes  no  very  satisfactory 
evidence  that  the  unsold  plots  are  really  worth 
£*io,ooo.  On  the  contrary,  had  there  been 
anyone  willing  to  pay  ;f  10,000  for  them,  or  to 
buy  any  of  the  plots  at  that  rate,  more  than 
fifty  would  have  been  sold.  So  that,  for  what  it 
is  worth,  the  result  of  such  a  sale  must  be 
regarded  as  evidence  that  the  unsold  plots  are 
not  of  an  intrinsic  value  equal  to  those  that 
have  been  sold,  however  much  appearances  or 
deductions  might  appear  to  suggest  such  an 
idea,  but  rather  as  evidence  that  at  a  public 
sale  no  one  was  willing  to  pay  two  hundred 
pounds  for   those  particul^r^^glc^rtbatrdtill 
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remain  upon  the  company's  hands.  If  the 
unsold  plots  were  not  offered  for  sale  because 
the  company  preferred  to  reserve  them  until 
the  estate  as  a  whole  was  in  a  more  advanced 
state  of  development,  then,  of  course,  the  evi- 
dence of  the  prices  realised  at  the  sale  should 
be  inconclusive  one  way  or  the  other.  It  is 
important  to  bear  in  mind,  however,  that  the 
argument  so  frequently  put  forward  that  any 
given  article  is  worth  the  price  which  has  been 
paid  in  the  open  market  for  another  article  of  a 
similar  description  does  not  apply  to  land,  how- 
ever it  may  apply  to  portable  chattels  enjoying 
a  freer  market. 

In  cases  where  a  company  builds  upon  its 
own  land  prior  to  sale,  the  accurate  assessment 
of  profits  is,  of  course,  a  matter  of  even 
greater  difficulty,  inasmuch  as  it  entirely 
depends  upon  the  judgment  with  which  the 
expenditure  has  been  incurred  whether  a 
return  of  .that  expenditure  at  a  profit  can  be 
reasonably  expected  at  some  future  date.  It 
fortunately  happens  that  in  the  vast  majority 
of  cases  the  land  owned  by  these  companies  is 
either  freehold  or  held  on  lease  for  so  long  a 
term  that  the  question  of  depreciation  may  for 
all  practical  purposes  safely  be  ignored.  As 
is  well  known,  there  is  no  very  appreciable 
difference  between  the  value  of  a  lease  with 
ninety-nine  years  unexpired  and  one  with  (say) 
seventy-five  years  unexpired ;  but  if  this  applies 
to  leasehold  land,  as  much  certainly  cannot  be 
said  of  leasehold  buildings,  and  certainly  not 
of  the  average  type  of  building  erected  by  a 
land  development  company.  Apart  from  the 
mere  question  of  the  deterioration  of  the 
fabric,  for  ordinary  residential  purposes  a  new 
building,  or  a  comparatively  new  building,  will 
always  command  a  considerably  larger  rent 


than  an  older  building,  and  its  realisable  value 
is,  of  course,  primarily  determined  by  its 
annual  rental  value.  But  even  leaving  this 
aspect  of  the  matter — which  is,  after  all,  to 
some  extent  one  of  sentiment — upon  one  side, 
it  may  well  be  questioned  whether  the  average 
speculative  building  is  worth  half  its  cost  at 
the  end  of  twenty-five  years,  and  this  rate 
of  depreciation  represents  2  per  cent,  per 
annum  on  the  original  cost,  or  practically  2^  per 
cent,  on  the  reducing  balance.  In  some  cases 
it  is  even  possible  that  the  fabric  will  not  be 
worth  more  than  one-fourth  of  its  original  cost 
at  the  end  of  twenty-five  years,  and  then  the 
proper  rate  of  depreciation  would  be  3  per 
cent,  of  the  original  cost,  or  very  nearly  5  per 
cent,  off  the  reducing  annual  balance.  In  all 
cases,  however,  these  percentages  would  relate 
to  the  cost  of  building  only,  and  not  to  the 
cost  of  land  as  well.  The  depreciation  of  the 
land  would  be  determined  solely  by  the  length 
of  the  lease,  and,  as  we  have  already  pointed 
out,  for  the  first  twenty-five  years  the  ques- 
tion of  depreciation  of  land  hardly  arises  in 
practice. 

These  are  a  few  of  the  more  important 
points  that  occur  to  us  as  a  result  of  reading 
Mr.  Garratt's  interesting  paper.  Numerous 
other  matters  are,  however,  dealt  with  therein 
to  which  we  have  not  referred,  but  which  will 
yet  be  found  of  considerable  value  both  to  the 
accountant  student  and  to  the  auditor  of  an 
undertaking  of  this  description. 
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following  circular,  dated  thefTfh  inst.,  has  been 
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sent  to  all  the  members  of  the  Incorporated 
Law  Society  of  Liverpool : — 

Dear  Sir, 
A  memorial  letter  signed  by  representative 
members  of  the  profession  in  Liverpool  has  recently 
been  addressed  to  the  Committee  of  this  Society, 
inquiring  whether  in  the  opinion  of  the  Committee 
there  is  any  reason  why  solicitors  should  not  act  in 
any  of  the  following  capacities  :  — 

(a)  Trustees  in  bankruptcy  and  Receivers, 
{d)  Liquidators  of  companies, 

{c)  Trustees  under  deeds  of  assignment  and  for  pay- 
ment of  a  composition, 
(d)  Auctioneers  of  land. 

The  Committee  have  carefully  considered  the  matter, 
and  they  have  passed  a  resolution  to  the  effect  that 
there  is  no  reason  why  a  solicitor  should  not  under- 
take any  of  the  above  duties  or  carry  on  any  other 
honourable  profession  or  business. 

Yours  truly, 

FiNLAY  Dun, 

Hon.  Secretary, 
10  Cook  Street,  Liverpool, 

yth  June  1906. 

We  understand  that  this  is  the  Society's 
rejoinder  to  the  complaint  of  certain  of  its 
members  that  the  Liverpool  accountants  and 
auctioneers  have  encroached  upon  the  domains 
of  the  solicitor,  and,  assuming  that  there  may 
be  any  ground  for  complaint  of  this  description, 
we  cannot  imagine  a  more  inefficient  and  in- 
effective way  of  dealing  with  it.  If  anyone 
who  is  not  a  solicitor  acts  as  a  solicitor,  or 
represents  himself  as  such,  he  is  liable  to  be 
prosecuted  under  the  Solicitors'  Act ;  and  thus 
not  only  is  the  public  duly  protected,  but  also 
all  legal  practitioners  may  have  their  statutory 
monopoly  safeguarded.  When,  therefore,  there 
is  any  ground  for  complaint  that  the  preserves 
of  the  law  are  being  poached,  the  proper  course 
is  for  lawyers  to  pursue  their  legal  remedy,  and 
it  seems  strange  that  they,  of  all  men,  should 
require  to  be  reminded  of  so  obvious  a  fact. 


The  difficulty,  however,  that  has  doubtless 
been  experienced  by  the  Liverpool  solicitors  is 
that  they  desire  protection  not  from  the  un- 
authorised invasion  of  laymen  into  their  own 
preserves,  but  against  interference  in  non-legal 
work  which  they  have  been  in  the  habit  of 
performing,  in  respect  of  which  they  have  been 
granted  no  statutory  monopoly  for  the  simple 
reason  that  such  work  lies  outside  their  proper 
province  and  ought  not  in  strictness  to  be 
undertaken  at  all.  We  do  not  pretend  to 
know  the  exact  position  of  affairs  in  the  neigh- 
bourhood of  Liverpool,  but  there  are  many 
provincial  towns  in  which  solicitors  act  as 
secretaries  of  companies,  insurance  agents,  debt 
collectors  for  trade  protection  societies,  mort- 
gage brokers,  money  lenders,  bankers,  and  the 
like,  and — although  we  do  not  happen  to 
remember  any  case  of  a  solicitor  who  actually 
laid  himself  out  to  audit  accounts— rinstances  of 
solicitors  acting  as  auditors  for  isolated  under- 
takings are  by  no  means  unknown.  Our  only 
objection  to  solicitors  acting  as  accountants  is 
that  they  are  not  capable  of  properly  discharging 
the  duty  they  have  undertaken,  whereas  the 
position  that  they  occupy  as  solicitors,  and 
therefore  as  officers  of  the  Court,  gives  them 
an  altogether  fictitious  importance  in  the  eyes 
of  an  undiscriminating  public,  which  makes 
their  incompetence  to  discharge  these  non-legal 
functions  the  more  deplorable.  The  unfair 
competition  also  no  doubt  presses  hardly  upon 
young  accountants ;  but  inasmuch  as  account- 
ants have  no  statutory  monopoly  they  must 
expect  competition  of  all  sorts,  although 
perhaps  they  may  feel,  not  unreasonably,  that 
they  ought  not  to  have  to  look  for  it  from 
those  who,  like  solicitors,  have  their  own 
clearly  defined  line  in  which  cornp^tition  from 
outside  is  impossible.      Digitized  by  VnOOQ IC 
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In  the  opinion  of  the  Incorporated  Law 
Society  of  Liverpool  it  would  appear  that 
there  is  no  reason  why  a  solicitor  should  not 
act  as  trustee  in  bankruptcy,  receiver,  liqui- 
dator, trustee  under  deeds  of  assignment,  &c., 
or  as  an  auctioneer  of  land  ;  and  the  Committee 
goes  one  better  and  adds  that  there  is  no 
reason  why  a  solicitor  should  not  carry  on  any 
other  honourable  profession  or  business.  One 
would  hardly  have  expected  provincial  solicitors 
to  officially  describe  either  accountancy  or 
auctioneering  as  an  "  honourable  "  profession ; 
but  as  it  is  obvious  that  they  use  the  adjective 
in  its  popular  sense  rather  than  as  the  term  is 
usually  applied  by  lawyers,  it  would  seem  that 
solicitors  in  Liverpool  are,  so  far  as  the  local 
Law  Society  is  concerned,  to  be  left  free  to 
make  money  in  any  way  they  can  so  long  as 
they  do  not  make  it  dishonourably.  We  are 
not  quite  sure  whether  the  Council  at  head- 
quarters will  adopt  quite  so  broad  a  view  of 
the  scope  permitted  to  practising  solicitors, 
and  we  think  it  quite  likely  that  they  might 
object  to  a  solicitor  opening  a  branch  business, 
say,  as  a  pork  butcher,  without  being  called  upon 
to  describe  the  business  as  a  "  dishonourable  " 
one.  With  regard,  however,  to  the  assumption 
by  solicitors  of  the  right  to  carry  on  an 
accountant's  or  auctioneer's  business,  we 
should  hardly  have  thought  that  anyone  would 
have  seriously  disputed  the  right  of  a  solicitor, 
,  along  with  any  other  member  of  the  public,  to 
describe  himself  as  an  accountant  or  as  an 
auctioneer.  In  the  existing  state  of  the  law 
anyone  is  entitled  to  call  himself  an  accountant, 
but  the  assumption  of  that  title  does  not,  of 
course,  ipso  facto  qualify  him  to  discharge  the 
duties  of  an  accountant :  and  anyone  is  entitled 
to  sell  goods  by  auction  who  has  paid  the 
necessary  duty  to  the  Revenue;  but  here, again, 


a  certain  amount  of  knowledge  and  experience 
not  ordinarily  acquired  in  the  offices  of  even  a 
country  solicitor  is  necessary  to  the  satisfac- 
tory discharge  of  the  duties  undertaken. 

The  whole  matter  amounts  to  this,  there- 
fore, that  while  the  Committee  of  the  Liver- 
pool Incorporated  Law  Society  sees  nothing 
improper  in  solicitors  undertaking  work 
which  is  ordinarily  regarded  as  the  function 
of  an  accountant  or  an  auctioneer,  it 
remains  to  be  seen  whether  solicitors  can  get 
anyone  to  entrust  them  with  such  work,  and 
whether,  even  in  that  event,  it  will  pay  them 
to  undertake  it.  At  this  time  of  day  few 
persons  are  likely  to  regard  seriously  the 
solicitor  who  poses  as  an  expert  in  accounts ; 
and  when  requiring  an  auctioneer  they  will,  as 
a  rule,  be  found  to  prefer  someone  with  a  wider 
business  experience  and  a  greater  knowledge 
of  values  than  is  acquired  by  a  study  of  the  law 
in  a  country  solicitor's  office.  Then,  again, 
let  it  be  remembered  that,  unlike  the  profes- 
sion of  the  law,  accountancy  and  auctioneering 
can  only  be  pursued  by  those  who  are  willing 
to  accept  certain  very  real  liabilities  as  a  penalty 
for  any  error  of  judgment  or  mistake  that  may 
be  made  by  them  or  by  any  member  of  their 
staff.  Solicitors  who  pose  as  accountants  or  as 
auctioneers  without  first  undergoing  any  quali- 
fying training  will  incur  these  same  liabilities 
in  respect  of  any  negligence  or  want  of  skill, 
and  it  will,  we  imagine,  not  be  long  before  they 
find  that  there  are  drawbacks  as  well  as  advan- 
tages to  the  undertaking  of  unfamiliar  duties. 

Yet,  again,  it  should  surely  be  unneces- 
sary to  remind  these  practitioners  that  in 
many  cases  a  very  substantial  proportion  of 
their  work  is  introduced  to  them  by  either 
accountants  or  auctioneers.  They  can  hardly 
expect  the  continuance  of  such  patronage  in 
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the  future  if  they  enter  the  lists  of  active 
opponents.  There  is  scope  enough  in  Liver- 
pool, as  elsewhere,  for  solicitors  to  make  a 
satisfactory  income  in  the  discharge  of  their 
legal  duties  if  they  bring  to  bear  thereon  the 
necessary  qualifications  of  ability,  integrity, 
and  diligence.  If  any  of  these  qualities 
are  absent,  the  usurpation  of  the  func- 
tions of  either  the  accountant  or  the 
auctioneer  is  hardly  likely  to  make  up  for  the 
deficiency. 


3n  re  H>aw5on ;  Bratboon  v.  "Baxoson. 


(Weekly  Notes,  1906,  p.  108.) 

A  POINT  of  some  interest  was  decided  in  this  case 
by  Mr.  Justice  Swinfen-Eady  on  May  loth  last.  A 
testator  in  his  lifetime  had  entered  into  an  obligation 
to  pay  a  life  annuity  to  A.,  and  bad  died  bequeathing 
all  his  property  to  trustees  in  trust  for  B.  for  life  and 
after  his  death  for  C,  an  infant.  The  question  raised 
was  how  the  annuity  should  be  paid  as  between  B., 
who  took  the  income  of  the  estate,  and  C,  who 
ultimately  took  the  capital.  It  would,  of  course,  be 
possible  to  work  out  the  rights  of  parties  in  such  a  case 
by  purchasing  an  annuity  for  the  life  of  A.,  and  paying 
for  it  out  of  the  capital  of  the  testator's  estate.  The 
annuity  is  a  liability  o(  the  testator's  estate  which 
would  be  properly  paid  for  out  of  capital.  But  the 
parties  interested  may  not  always  approve  of  such  a 
purchase.  The  covenant  to  pay  the  annuity  is  com- 
pletely fulfilled  by  payment  of  the  instalments  as  they 
become  due ;  the  annuitant  has  no  right  to  payment 
down  of  the  present  value  of  the  annuity;  and  the 
parties  taking  the  property  may  object  that  on  the 
purchase  of  an  annuity  the  vendor  naturally  demands 
a  price  which  is  likely  to  give  him  some  profit  on  the 
transaction ;  and  in  any  particular  case  they  may  con- 
sider that  the  annuitant's  life  is  not  a  good  one,  so  that 
there  will  be  a  further  advantage  in  paying  the  instal- 
ments of  the  annuity  as  they  become  due.  That 
course  being  determined  on,  it  is  necessary  to  consider 
bow  much  of  each  instalment  should  be  attributed  to 
capital  and  how  much  to  income.  One  mode  of 
solving  this  difficulty,  which  was  proposed,  was  to  apply 


the  principle  laid  down  by  a  well-known  case,  viz., 
A  llhusen  v.  Whiiiell  (1867,  L.R.  4  Eq.  295),  and  to  consider 
each  instalment  as  paid  by  a  portion  of  capital  together 
with  the  income  produced  by  that  capital  since  the 
testator's  death.  On  that  principle,  if  an  instalment 
fell  due  a  year  after  the  testator's  death,  and  simple 
interest  at  4  per  cent,  were  reckoned,  it  would  be  paid 
as  to  yjjths  out  of  income  and  }8Jths  out  of  capital, 
while  the  next  instalment  would  fall  as  to  xg^lhs  on 
income  and  ^gths  on  capital.  This  method  would 
seem  to  work  justice,  but  the  justice  would  be  some- 
what dearly  bought.  Trustees  might  naturally  say  that 
they  ought  not  to  be  called  on  to  make  such  elaborate 
calculations  as  would  thus  be  required,  and  ought  to 
be  entitled  to  an  accountant's  certificate  on  each 
occasion;  and  such  a  certificate  would,  of  course, 
entail  a  fee.  The  Judge  was  influenced  by  this  con- 
sideration, and  he  accordingly  directed  a  calculation 
of  the  respective  values  of  the  life  estate  and  the 
reversion  to  be  made  as  at  the  testator's  death,  and 
every  instalment  to  be  paid  out  of  income  and  capital 
in  proportion  to  these  values.  There  was  still  likely  to 
be  a  loss  in  the  way  of  costs  in  raising  out  of  capital  a 
number  of  small  sums  in  driblets  from  time  to  time  ; 
but  that  could  not  be  helped,  if  the  parties  insisted  on 
paying  the  annuity  by  instalments. 

A.  D,  Tyssen,  Barrister-at-Law. 


Meeftli?  notes* 


1  Point 

BetfwdlBg 

Proxl«i« 


The  recent  case  oiBurrett  v.  Gill  points 
a  rather  obvious  moral.  A  proxy  was 
sent  from  America  in  an  envelope 
addressed  to  A.  B.  c/o  C.  D.,  and  then  followed  the 
latter's  address.  C.  D.  was  the  secretary  of  the  company. 
The  address  given  was  that  of  his  office  where  he 
carried  on  business  as  a  Chartered  Accountant.  The 
London  office  of  the  company  was  at  the  same  address. 
Mr.  Justice  Swinfen-Eady  decided  that  as  the  instru- 
ment had  been  addressed  to  A.  B.  without  any  reference 
to  the  company,  to  a  person  not  named  as  an  official 
of  the  company,  at  an  office  not  solely  belonging  to  the 
company,  it  was  not  deposited  at  the  office  of  the  com- 
pany as  required  by  the  articles  of  association,  and 
therefore  not  valid.  The  question  is  somewhat  subtle, 
and,  although  the  argument  is  clear,  the  last  of  Kir. 

Justice  SwinfenEady's  points  seems  |rather  strained. 
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!■  th«  Btook 

Bichaagt  out 

of  Date  7 


A  recent  issue  of  The  Financial  News 
contained  an  extremely  interesting 
article  from  the  pen  of  a  member  of 
the  Stock  Exchange,  who,  seeing  the  writing  on  the 
wall  in  the  shape  of  stagnant  business,  sought  to 
find  remedies  for  existing  evils.  It  is  at  the  outset 
admitted  that  business  is  not  quiet  through  lack  of 
dealings,  but  it  is  said  without  hesitation  that  **  the 
"  outside,  chiefly  foreign,  banks,  the  country  brokers, 
**  the  so-called  arbitrage  houses,  and,  not  least  of  all, 
*<the  advertising  brokers  and  the  bucket-shops"  are  at 
present  supplying  the  needs  of  the  dealing  outside 
public.  It  is  claimed  that  competition  has  effected  the 
actual  ruin  of  the  broker — everyone  for  himself  for  so 
long  as  the  game  will  last — aprh  cela  ?  Why  worry  ? 
That  is  evidently  the  gist  of  the  argument,  and  we 
suppose  we  must  take  its  truth  for  granted  as  the  same 
tale  has  been  told  on  many  occasions.  The  jobber, 
not  being  interested  in  the  commission  question,  takes 
no  thought  about  the  point,  but  our  contemporary's 
correspondent  pleads  earnestly  for  an  alliance  between 
brokers  and  jobbers  for  their  common  good.  To 
expect  any  reform  from  the  Committee  seems  hopeless, 
it  is  said,  and  yet  one  would  have  thought  that  much 
leverage  for  reform  could  have  been  used  when  the 
election  of  the  Committee  takes  place.  It  is  suggested 
that  a  fixed  scale  of  commissions  should  be  promul- 
gated, and  any  departure  from  such  minimum  scale 
be  considered  a  professional  misdemeanour.  Then 
the  abolition  of  commission  sharing  is  discussed,  but 
we  fear  that  this  is  somewhat  difficult  to  prevent. 
Finally,  a  plea  is  put  forward  to  modify  or  eradicate 
double  commissions,  and  it  is  very  reasonably  argued 
that  the  Committee  should  not  only  discuss  this  com- 
mission question  in  an  exhaustive  manner,  but  also 
give  members  an  opportunity  of  presenting  their  views 
during  the  course  of  such  deliberations.  We  think  a 
fixed  minimum  scale  of  commission  would  be  very 
much  better  than  the  present  catch -as- catch-can 
system.  The  bucket-shop  marks  its  goods,  if  we  may 
say  so,  in  plain  figures,  and  there  is  no  trouble  on  the 
part  of  the  clients  to  fix  their  liability  under  the  pur- 
chase, but  if  the  same  shares  be  bought  from  a  member 
of  the  House,  by  the  time  the  commission  was  fixed  (if 
the  client  even  thought  of  asking)  the  opportunity  for 
purchase  would  have  slipped  by. 


A  Candid  Wltneit  An   official  of  the   Board    of    Inland 
on  incofflo  Tax.;    Revenue,  in  the  course  of  his  examina- 
tion by  the  Income  Tax  Committee,  is  reported  to  have 


said  that,  although  some  550,000  forms  were  issued 
under  Schedule  D,  only  two-thirds  were  returned,  and 
half  of  those  were  possibly  not  accepted.  With  regard 
to  an  extra  return  for  those  whose  incomes  were  above 
;f  5,000,  he  thought  they  would  have  to  disclose  all  sorts 
of  family  changes  and  history,  and,  "  speaking  per- 
"sonally,  not  as  an  official,  he  had  preferred  not  to 
'*  claim  abatement  in  olden  days  rather  than  disclose 
"bis  full  income"!  It  seems  that  there  is  a  little 
human  nature  even  in  an  Inland  Revenue  official. 


^.     ,     .  „         In  the  Sheffield  County  Court  on  the 
Directors*  Fees  -^ 

and  Seorot        14th  Inst,  judgment  was  delivered  in 

Gommiialons.      the  action  of  Cheevers  v.  Chambers  & 

Co,,  Lim.,  which  raised  some  points  of  considerable 

interest.  '  Shortly  stated,  this  was  a  claim  for  ^£^150 

brought  by  the  olaintifT  against  the  defendant  company 

as  remuneration  for  his  services  as  managing  director 

for  a  period  of  nearly  a  year.    The  company,  on  the 

other  hand,  counterclaimed  for  £iS5  odd  as  expenses 

and  secret  commissions  alleged  to  have  been  improperly 

received  by  the  plaintiff.    The  Deputy  Judge  held  that 

the  counterclaim  failed  with  regard  to  the  ;^ioo  received 

by  the  plaintiff  from  the  company  as  travelling  expenses, 

but  succeeded  as  to  £^y  12s.  8d.  secret  commissions 

received  by  him,  and  that  in  consequence,  under  the 

articles  of  association  of  the  company,  the  plaintiffs 

position  as  director  had  been  ipso  facto  vacated,  and  he 

forfeited  all  claims  to  remuneration. 


„^    ^       ,^^  In  the  House  of  Commons  last  week, 

Tho  Gommlttaeon  * 

the  Gompanles     Sir  William  Evans- Gordon  asked  the 
Acts.  President     of   the    Board    of   Trade 

whether  the  Committee  appointed  more  than  twelve 
months  ago  had  yet  completed  its  investigations,  and 
whether  the  date  when  the  report  might  be  expected 
could  be  approximately  given.  The  reply  given  by  Mr. 
Lloyd  George  was  to  the  effect  that  the  report  was 
already  in  draft,  but  he  could  not  give  an  approximate 
date  for  its  presentation. 


The  Mew  The  vacancy  caused  in  the  Chancery 
Chancery  Judge.  Division  of  the  High  Court  of  Justice 
by  the  promotion  of  Lord  Justice  Farwell  has  been 
filled  by  the  appointment  of  Mr.  Ralph  Neville  K.C. 
The  appointment  is  regarded  with  very  general  satis- 
faction in  legal  circles,  where,  MrfTleville  has  been 
Digitized  by  x^nvL 
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widely  known  for  many  years  past  as  an  extremely 
able  Chancery  leader.  He  was  formerly  attached  to 
the  Court  of  Mr.  Justice  Romer,  but  for  some  little 
time  past  has  gone  **  special."  There  are  also  grounds 
for  believing  that  the  new  Judge  will  make  an  ex- 
ceptionally valuable  addition  to  the  personnel  of  the 
King's  Beech  Division,  when,  as  from  time  to  time 
has  been  the  case  of  late,  it  is  found  necessary  for 
one  or  more  of  the  Chancery  Judges  to  assist  in  clearing 
off  steadily  increasing  arrears  upon  the  common  law 
side.  Mr.  Neville  sat  in  Parliament  in  the  Liberal 
interest  from  1892-5,  and  his  appointment  is  noteworthy 
in  that  it  is,  of  course,  now  many  years  since  a  High 
Court  Judge  has  been  appointed  by  a  Liberal  Lord 
Chancellor. 


The  Public  ^^  ^^^  annual  meeting  of  the  Insti- 
TrasteeBill.  tute,  held  on  the  2nd  ult.,  it  was 
stated  that  the  Public  Trustee  Bill  introduced  into 
Parliament  during  this  session  had  been  dropped.  That 
this  statement  was  the  result  of  some  misunderstanding 
is  sufficiently  shown  by  the  fact  that  the  Bill  in  question 
passed  its  second  reading  in  the  House  of  Commons 
without  a  division  on  the  15th  inst.  This  being  the  case, 
it  behoves  all  those  who  are  opposed  to  this  further 
and  wholly  unnecessary  extension  of  officialism  to 
marshal  their  forces  with  a  view  to  attacking  the  Bill 
in  detail  at  the  Committee  stage. 


The  Bankraptey    The  letter  from  Mr.  David  P.  Davies, 
Committee  and        ...  ,  .  1     *   . 

Deeds  of  which  appeared  m  our  last  issue  pre- 

Arrangement.  facing  the  draft  of  an  amended  Deeds 
of  Arrangement  Act,  will  have  proved  interesting  reading 
to  those  of  our  readers  who  in  any  way  concern  them- 
selves with  insolvency  matters.  We  propose  to  take 
an  early  opportunity  of  dealing  with  our  correspondent's 
suggestions  in  detail,  and  in  the  meantime  we  shall  be 
glad  to  receive  any  suggestions  that  other  of  our  readers 
may  have  to  make  with  regard  to  this  important 
subject. 


„  .         The    Institute    of   Accountants    and 
The  Land  Valnee 
Taxation,  fte.       Actuaries  in  Glasgow,  of  which   Mr. 

(BeotUnd)  Bill.      John  Mann,    C.A.,    is  the  President, 

and  Mr.  Alex.  Sloan,  C.A.,  the  Secretary,  has  petitioned 

the    House    of  Commons  against  the   Land  Values 

Taxation,  &c.  (Scotland)  Bill,  1906.     As  there  appears 

to  be  not  the  least  chance  of  this  Bill  being  enacted. 


and  as  in  any  event  it  would  apply  only  to  Scotland, 
it  appears  unnecessary  for  us  to  discuss  the  matter  in 
detail  in  these  columns.  Those  who  are  interested  in 
the  proposed  enactment  can,  however,  doubtless 
obtain  a  copy  on  application  to  the  Secretary  of  the 
Glasgow  Institute. 


The  Income-Tax 
Inquiry. 


The  Select  Committee  of  the  House  of 
Commons  appointed  to  inquire  into  the 
practicability  of  a  scheme  of  graduated  income-tax 
appears  to  be  realising  some  of  the  difficulties  that  must 
be  overcome  before  anything  approaching  a  workable 
scheme  can  be  formulated.  On  the  nth  inst.  Mr. 
Gayler,  Chief  Inspector  of  Stamps  and  Taxes,  recited 
several  instances  showing  the  difficulty  of  forming  any 
working  idea  of  the  total  income  of  a  man  from  the  size 
of  his  house.  Among  a  number  of  such  cases  instanced 
we  may  mention  that  of  the  senior  partner  of  a  firm  of 
three  partners,  who  returned  an  income  of  ;f 2 1,500  and 
lived  in  a  house  assessed  at  ;f  60  per  annum.  The  senior 
partner  in  a  firm  paying  tax  on  ;f  35,000  a  year  lived  in  a 
house  valued  at  ;f  75,  whilst  the  values  of  the  four  other 
partners'  houses  were  ;f33o,  ;f26o,  /"go,  and  ;fi76 
respectively.  Perhaps,  Ijowever,  an  even  more  remark- 
able case  was  that  of  a  man  who  for  many  years  lived 
next  door  to  a  Surveyor  of  Taxes  in  a  house  assessed 
at  ;f6o  per  annum,  whose  will  was  eventually  proved  at 
;f 220,000.  Indeed,  when  the  matter  is  properly  con- 
sidered it  seems  to  us  quite  unreasonable  to  assume 
that  there  is  any  necessary  connection  between  income 
and  expenditure,  and  certainly  the  statistics  of  the 
Bankruptcy  Court  would  support  at  least  one  side  of 
this  proposition.  On  the  other  hand,  Mr.  A.  L,  Bowley, 
whose  evidence  was  that  of  the  skilled  statistician, 
stated  that  while  the  assessed  value  of  a  house  was  no 
criterion  of  the  income  of  its  occupant  in  a  few  cases, 
it  was  obvious  that  there  was  a  general  relationship 
between  the  two.  This,  as  a  deliberate  statement  on  the 
part  of  an  expert,  strikes  us  as  being  an  extraordinarily 
loose  statement.  There  is  some  sort  of  connection 
between  most  things,  but  while  doubtless  the  majority 
of  persons  control  their  expenditure  according  to  their 
means,  there  are  in  most  cases  many  other  motives  at 
work  as  well,  and  although  doubtless  there  would  be 
some  connection  between  total  income  and  expenditure 
on  house  rent,  we  very  much  question  whether  it  would 
be  sufficiently  close  to  provide  any  working  guide. 
Indeed,  an  inspector  of  such  experience  as  Mr.  Gayler 
stated  that  it  was  impossible  to  judaenvh^ther_5f  house 
.gitized  by' 
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assessed  at  jf  45  a  year  was  or  was  not  the  residence  of 
a  man  who  was  earning  jf  5,000  a  year  or  more. 


The  Bms  ©f       The  Bill  introduced  by  the  Attorney- 
(i£)^toendmuit  General  to  amend  the  Bills  of  Exchange 
Bm.  Act,  1882,  was  read  a  second  time  in 

the  House  of  Commons  last  week  and  referred  to  the 
Standing  Committee  on  Law.  This  measure,  which  has 
been  already  passed  three  times  in  the  House  of  Lords, 
was  introduced  to  correct  the  effect  of  a  decision  of 
that  House  in  its  judicial  capacity,  that  if  a  crossed 
cheque  was  credited  by  a  banker  to  his  customer  before 
he  received  payment,  and  if  it  turned  out  that  the 
customer  was  not  entitled  to  the  cheque,  the  banker 
would  be  liable  for  the  amount,  although  he  had 
credited  his  customer  with  it  in  good  faith  and  for  that 
customer's  convenience.  There  can  be  no  question  as 
to  the  desirability  of  effecting  this  alteration,  not 
merely  in  the  interests  of  bankers — who  are,  of  course, 
quite  capable  of  defending  themselves  by  discontinuing 
the  highly  convenient  practice  of  at  once  passing 
crossed  cheques  to  the  credit  of  the  customer  without 
waiting  for  them  to  be  cleared — but  also  in  the  interests 
of  commerce  generally,  for  the  delay  of  this  accommo- 
dation on  the  part  of  bankers  would  prove  a  very 
considerable  inconvenience  in  many  cases,  as,  for 
instance  (to  mention  only  one)  on  Stock  Exchange 
settling  days.  From  the  accountant's  point  of  view 
there  can,  of  course,  be  no  question  as  to  the  conveni- 
ence of  credit  being  given  for  cheques  paid  into  the 
bank  upon  the  same  day,  as  in  that  way  the  task  of 
verifying  the  pass  book  is  greatly  simplified. 


1  Mew  System  ef  We  are  obliged  to  our  correspondent 
locoant  Book!.  "Articled  Clerk"  for  drawing  our 
attention  to  the  fact  that  the  system  described  in  our 
issue  of  the  gth  inst.  is  not  novel,  having  been  referred 
to  so  long  ago  as  1885  in  Carter's  "  Practical  Book- 
keeping," Upon  reference  to  our  Correspondence 
column  this  week,  our  readers  will  perceive  a  letter 
from  M.  Victor  Yot,  Chief  Accountant  of  the  Bank 
of  France,  which  describes  what  appears  to  us 
to  be  a  very  great  improvement  on  Mr.  Shumacher's 
invention,  in  that  it  -  does  not  necessitate  the  employ- 
ment of  a  loose  summary  of  totals.  There  is  also  the 
further  advantage  that  M.  Yot  has  taken  no  steps  to 
patent  his  invention,  and  it  is  therefore  available  for 
use  by  all  who  may  care  to  give  it  a  trial.    We  may 


point  out  that  the  plan  is  even  simpler  firom  the  naana- 
facturer's  point  of  view  than  its  inventor  describes. 
The  leaves  of  which  a  book  is  constructed  may  be  first 
cut  all  exactly  the  same  size,  and  then  alternate  sheets 
may  be  slipped  up  and  down  so  that  each  alternative 
page  is  slightly  higher  than  its  neighbours.  The  value 
of  this  invention  for  Day  Books,  Stock  Books,  and  the 
like,  will  be  at  once  apparent ;  but  for  tabular  books  it 
would  also  possess  a  specially  notable  feature — namely, 
the  practical  impossibility  of  errors  arising  through  the 
carrying  forward  of  totals  into  the  wrong  colamn. 
Other  correspondents  refer  to  this  same  device — thus 
demonstrating  the  difficulty  of  "  inventing  "  anything — 
but  evidence  as  to  the  practical  value  of  the  idea  in 
actual  use  is  still  indefinite. 


The  Dnblln  Acting  upon  a  resolution  passed  by  the 
^'uMBolJl"*  Council  of  the  City  of  DubUn,  the 
Auditor.  Town  Clerk,  Mr.  Henry  Campbell, 
declined  to  produce  his  books  and  accounts  to  Mr. 
J.  W.  Drury,  the  Local  Government  Board  Aaditor,  at 
the  time  appointed  in  a  notice  previously  given  in 
accordance  with  law.  Mr.  Drury  applied  to  the  King's 
Bench  Division  for  a  mandamus  addressed  to  the  Town 
Clerk,  which  came  before  the  Lord  Chief  Baron,  Mr. 
Justice  Johnson,  and  Mr.  Justice  Gibson,  on  the  12th 
inst.  The  Court  at  that  hearing  appears  to  have  been 
in  doubt  as  to  whether  it  should  deal  with  the  appli- 
cation without  having  the  Corporation  before  it,  and 
adjourned  the  matter  to  enable  the  Corporation  to  be 
joined,  and  also  directed  the  order  to  be  served  on  the 
Local  Government  Board,  at  the  same  time  expressing 
the  opinion  that  it  was  clearly  the  duty  of  the  Govern- 
ment Department  to  fight  the  point  rather  than  leave 
its  official  to  do  so  single-handed.  As,  however,  it  was 
clearly  shown  that  the  Town  Clerk  had  personally 
declined  to  comply  with  his  statutory  duties,  a 
peremptory  order  was  made  against  him  to  keep  the 
necessary  notices  relating  to  the  audit  exhibited,  which 
order  carried  costs.  On  the  i6th  inst.  Mr.  Dmry  again 
presented  himself  at  the  City  Treasurer's  office  for  the 
purpose  of  endeavouring  once  more  to  proceed  with 
the  audit,  and  again  met  with  a  refusal.  Farther 
developments  will  be  awaited  with  interest,  the  more 
so  as  it  has  been  stated  in  the  press  that  the  Corpora- 
tion's  reason  for  refusing  to  submit  its  books  to  Mr. 
Drury  as  auditor  is  on  account  of  certain  criticisais 
which  he  thought  it  his  duty  to  make  in  connection  with 
previous  audits.  As,  however,  it  Aats  been  necessary 
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for  the  aid  of  the  Courts  to  be  invoked  against  the 
Commissioner  of  Valuation  at  Dublin  for  a  mandamus 
directing  him  to  proceed  with  the  valuation  of  the  City 
pursuant  to  the  provisions  of  the  Dublin  Corporation 
Act,  1900,  it  may  well  be  questioned  whether  any 
criticisms  of  the  manner  in  which  the  individual 
Government  officials  may  have  discharged  their  duty  is 
at  the  root  of  the  present  dispute. 


(rorre0pon^ence  an5  Bnauities. 


All  communications  to  the  Editor  should  be 
by  letter  only. 


[We  are  at  all  times  ready  to  insert  correspondence  on 
matters  of  interest  to  the  Profession^  hut  we  do  not  of  course 
hold  ourselves  in  any  way  responsible  for  the  opinion* 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon:  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents,  not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faith.} 


A  New  System  of  Account  Books. 

(To  the  Editor  of  The  Accountant.) 
Sir, — In  your  last  issue  of  the  9th  June,  under  this 
heading  "  A  New  System  of  Account  Books,"  you 
explain  the  principle  of  the  invention  of  specially 
constructed  account  books,  whose  edges  of  the  pages 
are  cut  in  steps  with  a  view  of  suppressing  the  carrying 
forward  of  totals  from  page  to  page,  especially  in  Day 
Books,  Stock  Books.  .  .  .  The  system  described 
necessitates  the  use  of  a  summary  for  taking  over  the 
totals  from  the  Day  Book,  &c.  .  .  .  upon  an  indepen- 
dent sheet.  At  the  same  time  I  read  that  you  shall  be 
interested  if  any  of  our  readers  can  tell  you  anything 
upon  these  device. 

I  take  the  liberty  of  sending  you  these  few  lines 
exposing  the  solution  I  have  personally  given  to  this 
practical  question  of  importance. 

The  principle  of  my  invention  rests  on  a  particular 
disposition  in  the  assemblage  of  the  leaves  of  account 
books.  Take,  for  instance,  a  group  of  8  sheets  of 
paper,  and  fold  them  in  their  middle ;  you  thus  form  a 
copybook  of  16  leaves.  Take  the  sheet  (or  leaf) 
No.  9  and  suppress  it  in  cutting  the  paper  at  a  short 
distance  and  in  a  parallel  direction  to  the  line  of  the 


middle.  Your  copybook  contains  but  15  leaves  (or 
sheets)  after  this  operation.*  Now  we  shall  dispose 
the  leaves  of  our  book  in  the  following  way : — The 
leaves  No.  i,  3,  5,  7  (9,  11,  13,  15)  shall  have  their  upper 
edges  covering  (about  one-third  of  an  inch  or  more)  the 
upper  edges  of  leaves  No.  2,  4, 6,  8  (10,  12,  14)  of  such  a 
distance  thought  proper.  Stitch  now  the  booklet  so  made 
up,  and  form  your  books  with  such  booklets.  It  is 
easy  to  understand  the  handling  of  books  of  accounts 
so  framed.  You  put  down  the  total  of  leaf  i  (recto) 
on  the  last  line  of  page  2  (recto) ;  you  add  together  all 
the  figures  of  leaf  i  (verto)  and  leaf  2  (recto),  and 
put  up  the  total  on  the  first  line  of  the  leaf  3  (recto),  and 
so  on,  the  totals  going  by  turns  from  the  lower  part  of 
even  pages  to  the  upper  poit  of  odd  pages.  In  this  way 
you  prevent  the  carrying  forward  and  its  risks.  You 
can  remark  that  I  do  not  want  at  all  any  slip  or  limp 
book  for  gathering  partial  totals;  my  additions  are 
always  up  to  date. 

This  device  can  be  applied  to  many  kinds  of  books, 
but,  unfortunately,  the  Ledgers  must  be  excepted,  or 
nearly. 

I  give  willingly  my  invention  to  the  brotherhood  of 
accountancy. 

Yours  faithfully, 

VICTOR  YOT, 
Chief  Accountant  of  the  Bank  of  France. 
Paris,  13/A  of  June  1906. 

*  If  we  number  again  our  pages  we  must  remark  the  new 
disposition  of  the  old  numbers  from  No.  9. 
Old  numbers— I,  2,  3,  4,  5,  6,  7, 8, 9, 10, 11, 12, 13, 14, 15, 16. 
New      ,.       —I,  2,  3,  4,  5,  6,  7, 8,       9, 10,  II,  12. 13, 14.  15. 


[To  the  Editor  of  The  Accountant.) 

Sir, — Referring  to  the  new  style  of  account  books, 
mentioned  in  your  issues  of  9th  and  i6th  insts. 

The  idea  is  not  really  a  new  one,  although  I  have 
never  seen  it  used  in  this  country. 

It  is  not  the  same  as  mentioned  by  your  correspon- 
dent, as  I  shall  show. 

The  sheets  (which  are  of  equal  size)  are  arranged  so 
that  the  top  and  bottom  of  each  alternate  sheet 
projects  slightly  above  the  others  so  as  to  expose  the 
totals. 

Page  I  is  added  up  and  the  total  placed  at  top  of 
page  3.    Page  2  is  added  down  and  the  total  placed  at 
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bottom  of  same  sheet.  Page  3  (which  contains  total 
of  page  I  at  top)  is  added  down,  and  the  combined 
total  placed  at  bottom  of  page  5.  Page  4  (which,  when 
turned,  exposes  total  of  page  2  at  bottom)  is  added  up 
with  this  total,  and  the  combined  total  placed  at  top  of 
same  page.  Page  5  (which  contains  total  of  page  3  at 
bottom)  is  added  up,  and  the  combined  total  placed  at 
top  of  page  7  ;  and  so  on. 

As  will  be  seen,  there  is  no  carrying  forward  totals, 
consequently  the  chances  of  errors  are  minimised. 
I  enclose  diagrams. 

I  remain,  yours  faithfully, 


ARTHUR    McVICKER. 


Belfast,  June  igth  1906. 


(To  the  Editor  of  The  Accountant.) 

Sir, — With  reference  to  your  explanation  of  the  new 
system  of  account  books  in  your  Weekly  Note  of  the 
9th  inst.,  it  is  not  quite  clear  how  the  addition  of  the 
left-hand  side  of  the  page  is  brought  into  the  total, 
unless  it  is  carried  forward  in  the  usual  way  to  the  top 
of  the  right-hand  page. 

A  better  and  simpler  way,  and  one  which  works  very 
well  in  practice,  especially  where  a  large  number  of 
analysis  columns  are  continued  across  the  whole  foho, 
is  as  follows : — Right-hand  page.  Cut  away  the  bottom 
of  the  first  and  the  top  of  the  second  right-hand  page, 
and  so  on  alternately. 

When  the  addition  of  the  first  right-hand  page  is 
made,  it  is  thus  placed  on  the  bottom  line  of  the 
following  right-hand  page,  which,  instead  of  being  added 
in  the  usual  way,  is  added  upwards  ;  the  total  of  both 
pages  being  thus  placed  on  the  top  of  the  third  right- 
hand  page,  the  top  of  the  second  being  cut  away  as 
already  stated,  and  so  on  continuously. 

With  regard  to  the  left-hand  pages  the  first  addition 
will  be  made  at  the  foot  in  the  usual  way,  and  when  the 
right-hand  page  (cut  away  at  the  bottom)  is  turned  over, 
the  total,  together  with  the  items  on  the  second  left- 
hand  page,  is  added  upwards,  and  the  resulting  total 
placed  on  the  top  line,  which  total  will  again  show 
through  on  the  second  right-hand  page,  cut  away  at  the 
top,  being  turned  over. 

Yours  faithfully, 

Chater,  igthjune  1906.         COOK  &  LEATHER. 


The  Future  of  Articled  Clerks. 

(To  the  Editor  of  The  Accountant,) 
Sir, — In  your  leading  article  under  the  above  head 
in  to-day*s  issue  of  The  Accountant,  in  discussing  the 
question  of  limiting  the  number  of  articled  clerks  which 
each  practitioner  is  entitled  to  take,  you  have  not  called 
attention  to  the  fact  that  if  there  is  no  such  limitation 
it  is  open  to  a  member  of  a  particular  Institute  or 
Society  who  may  have  Httle  or  no  practice  to  set  him- 
self deliberately  to  work  to  attract  hordes  of  articled 
clerks  by  offering  to  take  them  for  a  small  premium, 
and  then  at  the  end  of  the  term  grant  to  each  the 
necessary  certificate  of  service  ;  a  pupil  farm  in  fact,  in 
a  bad  case,  and  in  others  bearing  varying  degrees  of 
likeness  to  this  form  of  enterprise,  which,  by  the  way, 
it  would  be  almost  impossible  to  convict  and  quash. 

Yours  truly, 
London  itth  June  1906.  P.  D.  LEAKE. 


Early  Stages  of  Preparation  for  the  Accountaocy 
Papers  of  the  Intermediate. 


By  Arthur  E.  Cutkorth,  A.C.A. 


London,  1906:  Gee  &  Co.,  34  Moorgate  Street,  E.C- 
Price  2S.  6d.  net. 

While  the  volume  before  us  is  scarcely  an  original 
work,  it  presents  certain  featuies  which  will  doubt- 
less prove  useful  to  the  junior  accountant  student  who 
is  desirous  of  attaining  to  the  standard  set  at  the 
Intermediate  Examination  with  a  minimum  expenditure 
of  trouble.  It  takes  the  form  of  a  series  of  notes,  and 
includes  a  selection  of  classified  questions  set  at  the 
Institute's  Examinations  in  the  past.  The  methods  t»f 
accounting  described  appear  to  be  all  strictly  urthod<»y, 
and  accordingly  the  book  may  be  recommended  as  a 
preface  to  more  serious  study. 


Bookkeeping  for  Solicitors. 


By  L.  WniTTEM  Hawkins,  A.C.A. 


London,     1906:     Henry     Clood     &     Son,     12     Moorgate 
Street,  E.C.    Price  3s.  bd.  net. 

AVithin  the  comparatively  short  space  of  some  63  pages 
the  author  describes  a  system  of  bookkeeping  for  solicitors 
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which  is  an  interesting  addition  to  previous  works  upon 
the  subject.  With  the  exception,  however,  of  some  useful 
siijgestions  with  regard  to  the  building  up  of  material  for 
the  preparation  of  bills  of  cost,  there  is  not  much  that  is 
novel.  However,  a  full  treatment  of  the  subject  in  so  short 
a  treatise  is,  of  course,  scarcely  to  be  expected. 


The  Concise  Interest  Calculator. 


By  A.  M.  Campbell. 


London,    1906 :    Crosby   Lockwood   &   Son,   7   Stationers' 
Hall  Court,   E.C.     Price  2s.  6d.   net. 

This  work  gives,  in  popular  form,  the  interest  in 
pounds,  shillings,  pence,  and  fractions  of  a  penny  repre 
sented  by  all  products  up  to  five  thousand.  It  will  accord- 
ingly be  found  of  the  greatest  value  to  those  who  have 
occasion  to  make  frequent  calculations  of  interest  by  this 
method.  The  tables — each  of  which  occupies  a  separate 
page,  and  is  therefore  quite  clear  and  distinct — are  foi 
interest  at  i,  i»^,  2,  2j4,  3.  3^^,  ^H^  4»  4J2,  4H»  and  5  per 
cent.  A  new,  simple,  and  easily  remembered  rule  is  given 
for  the  ready  division  of  money  by  365,  thus  enabling  a 
day's  income  or  interest  to  be  speedily  ascertained  where 
necessary.  A  concise  time-table  for  the  calculation  of  the 
number  of  days  between  one  date  and  another  adds  to  the 
completeness  of  this  handbook,  which  is  substantially 
bound  in  a  form  suitable  for  desk  use. 


xrbe  depreciation  of  plant  an&  /Dacbinerp 


By  H.  Stanley  Garry,  C.A. 


A  PAPER  read  before  the  Nottingham  section  of  the 
Society  of  Chemical  Industry  at  Nottingham  on  Wednes- 
day, March  28th  1905,  Mr.  J.  M.  C.  Paton  in  the  chair. 


The  subject  of  depreciation  is  one  to  which  increasing 
attention  is  now  being  paid,  and  there  is,  perhaps,  no  class 
to  whom  it  appeals  mf)rc  forcibly  than  those  connected 
with  chemical  industries.  It  is  a  subject,  moreover,  which, 
while  generally  accepted  in  principle,  has  giv«n  rise  to 
great  divergence  of  opinion  in  details.  Some  considerable 
confusion  exists,  however,  through  a  want  of  clearness  in 
definition,  and  it  will  be  well,  therefore,  in  bringing  this 
subject  before  you  for  discussion  to  clearly  define,  in  the 
first  place,  what  is  intended  to  be  covered  by  the  word 
"Depreciation." 


It  is  now  generally  recognised  that  the  wastage  of 
capital  in\«ested  in  plant  and  machinery  is  as  much  a  work- 
ing exi>en9e  as  the  labour  which  operates  it,  and  forms  an 
equally  definite  part  of  the  cost  of  production.  It  is  also 
recognised  that  this  wastage  proceeds  from  a  variety  of 
causes  differing  in  effect.  We  may  enumerate  these  as 
follows  :  — 

Wastage  by  Deterioration. — While  a  machine  or  plant 
may  be  renewed  and  repaired  in  part,  and  may  be  made 
practically  efficient  in  working,  there  is  a  slow  but 
inevitable  depreciation  taking  place,  which  sooner  or  later 
extinguishes  its  capital  value. 

Wastage  by  Obsolescence. — Under  this  head  the  plant  or 
machinery  may  be  rendered  obsolete  by  reason  of  its  being 
superseded  by  an  improved  type  of  machine,  or  partially 
by  reduction  in  the  price  after  purchase,  or  by  scientific  dis- 
covery which  may  render  the  whole,  or  any  part  of  a  plant, 
obsolete,  owing  to  the  changes  in  process  or  manufacture. 

These  divisions  are  practically  final  in  their  effect. 

Tne  term  "  deipreciation  "  is  also  used  to  cover  an  annual 
provision  in  anticipation  of  the  expense  of  the  renewal  of 
the  machinery  and  plant  at  some  future  period.  Some 
authorities  would  carry  the  matter  still  further,  and  include 
under  the  head  of  depreciation  a  provision  against  the 
possible  diminished  value  of  the  plant  and  machinery 
which  may  occur  by  reason  of  the  changes  in  markets  and 
trade.  In  some  cases  the  life  of  machinery  and  plant  may 
be  dependent  on  the  period  of  a  patent.  These,  however, 
are  matters  which  arc,  perhaps,  more  properly  dealt  with  in 
the  light  of  reserves,  to  be  provided  for  before  distribution 
of  profits,  and  are  not  risks  which  affect  solely  the  plant, 
but  also  the  other  items  of  a  Balance  Sheet. 

We  have,  therofore,  to  consider  an  annual  charge  for 
depreciation  to  provide  for  (i)  Deterioration,  (2)  Renewals, 
(3)  Obsolescence.  I  purpose  dealing  here  with  the  subject 
of  depreciation  under  these  heads  as  affectin.g  (i)  Cost  of 
Production,  (2)  Income-tax,  (3)  Fire  Insurance. 

With  regard  t(j  the  two  primary  heads  of  deterioration 
and  obsolescence,  we  ma}'  describe  the  effect  of  these  on 
the  life  of  the  plant  a«  deterioration,  or  death  from  natural 
causes,  and  obsolescence  as  accidental  death. 

This  illustration  is,  perhaps,  homely,  but  if  you  will 
consider  it  in  the  light  of  insurance  you  will  more  readily 
appreciate  the  difference  in  the  risks  and  the  annual 
premium  involved  therein. 

Residual  Value. — In  dealing  with  the  estimated  life  of 
plant  and  machinery  we  have  to  take  into  account  the 
residual  value  of  the  machinery  or  plant  when  its  period 
of  usefulness  has  expired,  and  in  dealing  with  plant  of  a 
special  nature  it  may  be  generally  assumed  that,  in  propor- 
tion to  its  special  character,  its  residual  value  will  be  low. 
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In  plant  of  a  general  character— as  engines,  boilers,  shaft- 
ing, pulleys,  &c. — ^in  the  event  of  displacement  its  residual 
value  will  be  high. 

Method.—ln  like  manner,  when  we  come  to  deal  with  the 
plant  as  a  whole  for  the  purpose  of  assessing  the  annual 
provision  for  depreciation,  we  find  that  the  considerations 
affecting  deterioration,  renewals,  and  obsolescence  differ 
gxeatly  according  to  the  character  of  the  plant. 

Theie  are  two  extreme  methods  of  valuation — 

(i)  The  method  of  assuming  an  average  percentage  rate 
covering  the  whole  plant  of,  say,  5  to  7J4  per  cent,  on  the 
book  value. 

(2)  The  individual  valuation  of  each  machine,  and  the 
writing  off  of  the  detailed  differences. 

Both  these  methods  are  faulty.  In  the  first  method  the 
result  is  hazardous,  as  the  percentage  may  be  assumed  on  a 
proportion  of  general  and  special  plant  which  may  vary 
considerably  afterwards.  In  the  second  place,  the  detail  is 
very  considerable.  It  has  to  be  done  at  a  time  of  pressure, 
and  if  left  to  other  hands  than  that  of  a  principal  the  results 
are  generally  too  fa    mrable. 

In  arriving  at  a  basis,  therefore,  for  the  settlement  of  a 
depreciation  charge  it  will  be  found  generally  desirable  to 
classify  the  plant,  and  by  taking  the  plant  and  machinery 
in  each  department,  and  abstracting  the  items  of  each 
under  five  or  six  classes,  we  shall  get,  in  the  first  place,  a 
departmental  separation,  and,  secondly,  a  classification 
under  each  department  of,  say  :  — 

Motive  Power. — Boiler,  engines,  &c. 
Prime  Movers. — Shafting,  pulleys,  and  transmitters. 
Process  Plant. — Fixed,  wearable,  loose. 
Accessory. — ^Railway  trucks,  weighing  machines,  travel- 
lers, cranes,  and  the  like. 

By  leaving  space  in  each  department  inventory  we  can 
provide  for  additions,  and  by  having  loose  sheets  with 
columns  for  abstracting  we  can  economise  in  re-writing. 

Having  obtained  our  totals  thus,  we  can  then  apply  to 
each  department  and  sub-division  a  separate  rate  in  respect 
of  deterioration,  obsolescence,  and  renewals,  based  on  our 
experience.  The  particulars  thus  obtained  will  also  afford 
a  basis  for  the  charges  in  our  Cost  Sheets,  as  we  shall  thus 
obtain  a  departmental  depreciation  charge.  We  can  then 
adopt  a  fixed  rate. 

Diminishing  Value. — Before  we  can  proceed  to  establish 
a  percentage  rate  on  these  classes  of  plant  we  must  settle 
the  basis  on  which  the  rates  are  to  be  calculated. 

For  some  years  the  basis  of  the  diminished  value  obtained 
by  the  writing  off  of  the  annual  depreciation  charge  has 
been  generally  adopted,  but  during  the  last  few  years  there 
has  been  a  tendency  to  revert  to  the  basis  of  ori^^al  cost. 


For  instance,  a  rate  of  10  per  cent,  on  the  original  cost  will 
exhaust  the  value  in  ten  annual  instalments,  but  a  rate  of 
about  16%  per  cent,  would  be  required  to  exhaust  the  value 
in  the  ten  years,  if  calculated  on  the  diminishing  value 
remaining  after  the  deduction  of  depreciation  in  each  year. 

The  argument  in  favour  of  basing  the  calculation  on  the 
diminishing  value  is  that  the  sums  written  off  in  the  earlier 
years  were  greater  when  the  repairs  were  small,  and  that 
this  tended  to  equalise  matters.  Too  often,  however,  the 
two  factors  of  rate  and  basis  have  not  been  settled 
together,  and  in  consequence  the  adoption  of  the  basis  of 
ddminishing  value  has  had  the  effect  of  leaving  a  consider- 
able value  in  the  books  when  the  plant  has  disappeared. 

j  For  instance,  a  5  per  cent,  rate  generally  carries  the 
impression  of  a  twenty  years'  life,  yet  taking  ;^ioo  as  cost, 
and  writing  off  on  the  diminishing  value,  the  balance  left  at 
the  end  of  the  twentieth  year  is  £yj  14s.  We  cannot 
assume  that  the  residual  value  in  the  plant,  after  twenty 
years'  service,  would  be  a  third  of  the  value,  and  it  will 
be  seen  that  there  is  room  here  for  considerable  error.  Not 
only  so,  but  if  we  adopt  original  cost  the  positioh  is  much 
clearer  for  any  revision  of  the  rate  at  any  subsequent 
period. 

Depreciation  Rates. — ^Dealing  with  these  sub-divisions  of 
the  plant  in  order,  we  have:  — 

Motive  Powery  Boilers,  Engines,  6fc. — Some  authorities 
place  the  depreciation  on  engines  as  high  as  12%  per  cent. 
and  boilers  at  10  to  15  per  cent.  Much  depends  on  the 
stress  of  working  and  the  water.  Mathieson  places  the  life 
of  a  boiler  at  fifteen  years,  with  renewal  of  the  furnace  at 
the  end  of  ten  years,  and  recommends  a  rate  of  7>^  per  cent. 
per  annum  on  the  diminishing  value  on  this  class,  no  pro- 
vision being  made  for  obsolescence.  This  is,  however,  an 
extreme  view. 

Prime  Movers, — Shafting,  pulleys,  and  the  plant  under 
this  head  have,  as  a  rule,  a  high  residual  value,  even  if 
displaced,  and  probably  a  rate  of  5  per  cent,  will  be 
sufficient  provision.  Belting  should  be  classified  as  loose 
tools.  In  this  class,  authorities  would  recommend  the 
adoption  of  a  rate  of  5  per  cent.,  which  may  be  divided 
into  3  per  cent,  for  deterioration  and  a  renewal  rate  of  2 
per  cent.    No  provision  for  obsolescence  is  made  herein. 

Process  Plant  Fixed, — Under  this  head  we  would  place 
all  heavy  process  plant,  the  wearable  and  renewal  portions 
of  which  are  classified  under  their  separate  heading.  The 
deterioration  would  then  be  met  by  a  rate  of  aj4  per  cent., 
the  renewal  rate  sd  2%  per  cent.  An  obsolescence  rate 
dependent  on  the  nature  of  the  processes. 

Process  Plant  Wearable. — Under  our  classification  we 
have  already  dealt  with  the  exteriors  of  this  plant  and  we 

have,  therefore,  to  provide  a  heavy  renewal  rate.    By  the 
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dissection  of  this  plant  under  the  shop  totals  we  shall  have 
already  secured  the  separation  of  the  different  process 
plants  and  can  readily  apply  to  each  shop  total  a  distinc- 
tive rate  for  renewals  applicable  to  its  character  and 
requirements.    This  will  be  readily  based  on  experience. 

Process  Plant  Loose. — In  the  case  of  loose  tools,  the  valua- 
tion yearly  gives  the  most  reliable  results.  In  some  cases 
there  is  an  annual  increase  in  this  class,  but  this  should 
verify  itself.  It  is  to  be  remembered  that  at  a  going- 
concern  valuation  this  cannot,  in  the  nature  of  the  plant, 
work  out  at  much  more  than  half  the  original  cost  value. 

Accessory  Plant. — In  this  case  we  have  a  high  residual 
value  due  to  general  utility,  and  consequently  a  rate  for 
deterioration  of  2)-^  per  cent,  and  a  renewal  rate  oi  2%  per 
cent,  should  suffice. 

Horses,  Carts,  Harness,  &*c. — The  risks  and  depreciation 
on  this  class  are  too  great  to  include  in  any  average  rate. 
The  treatment  accorded  to  loose  tools  of  revaluation 
annually  gives,  probably,  the  best  results.- 

Depreciation  and  Income-tax. — In  order  to  avoid  repeti- 
tiood,  and  as  the  problems  in  connection  with  income-tax 
and  fire  insurance  are  mainly  connected  with  the  rate  of 
depreciation,  it  will  be  well  to  deal,  at  this  stage,  with 
these  aspects  of  the  subject.  It  is  to  be  noted,  in  the  first 
plaoe,  that  from  the  very  earliest  periods  of  income-tax 
assessment  the  law  has  always  dragged  far  behind  its 
administration  in  regard  to  the  allowance  of  depreciation. 

The  Report  of  the  Departmental  Committee  on  Income- 
tax,  issued  in  June  1905,  states  that  the  Committee  are  of 
opinion  that  no  substantial  change  is  called  for  in  respect 
to  the  allowances  for  depreciation,  a  conclusion  which 
could  only  be  expected  from  the  official  character  of  the 
Committee,  and  which  is  further  evidenced  by  their 
opinion  that  the  income-tax,  as  a  whole,  is  levied  with  a 
minimum  of  friction  and  a  maximum  of  result.  The 
labours  of  the  Committee  have,  however,  provided  evidence 
of  the  sharp  contrast  with  which  this  subject  is  viewed 
from  the  official  and  commercial  standpoints.  The  official 
standpoint  is  sunmied  up  by  an  official  witness  in  the 
statement  that  the  income-tax  is  a  tax  on  income  and  not 
on  profits.  The  commercial  standpoint,  on  the  other 
hand,  is  summed  up  by  a  commercial  witness  in  the  state- 
ment that  income-tax  should  be  levied  only  on  profits  dis- 
tributed in  dividends  as  the  basis  of  actual  income. 

The  rate  of  depreciation  allowed  under  the  Income-tax 
Acts  differs  considerably  in  different  localities,  a  result 
which  is  stated  to  be  due  to  a  want  of  knowledge  on  the 
part  of  manufacturers  as  to  their  rights.  It  would  certainly 
appear  that  there  is  considerable  scope  on  the  part  of  some- 
body representative  of  the  chemical  industries  to  take  up 
the  question   of  depreciation,   and   to   obtain   the  most- 


favoured  nation  clause  in  the  assessments  with  regard  to 
this. 

For  instance,  the  rate  of  depreciation  allowed  to 
engineers  in  Ivoioester  is  7^  per  cent,  on  the  full  value, 
while  in  Cardiff  the  rate  is  only  5  per  cent,  on  the 
diminished  value.  Hosiery  machinery  in  Leicester  obtains 
7,'^  per  cent.,  as  against  5  per  cent,  on  lace  machinery  in 
Nottingham.  Dyers'  machinery  in  Leicester  can  get  io>4 
per  cent.,  if  justified  on  inquiry.  Generally  speaking,  a 
distinction  is  made  between  motive  power  and  process 
plant,  and  the  general  practice  assumes  5  per  cent,  on 
motive  power  and  7^^  per  cent,  to  10  per  cent,  on  process 
plant.  The  foregoing  allowances  are,  however,  in  respect 
of  our  two  headings  of  Deterioration  and  Renewals. 

With  regard  to  obsolescence,  there  appears  to  be  no 
annual  allowance  at  present  possible  in  respect  of  this,  but 
where  claims  are  made  specifically  under  this  head  an 
allowance  is  made  from  the  assessment  for  plant  which  is 
scrapped  to  the  full  amount  at  which  the  same  stood  in  the 
books  at  the  previous  stocktaking. 

With  regard  to  horses,  no  allowance  is  made  for  these, 
but  the  full  cost  of  replacement  is  to  be  charged  as  they 
occur. 

Fixtures. — No  allowance  is  made  for  deprecation  on 
fixtures,  unless  these  are  included  under  the  bead  of  plant. 
Any  replacements  are  allowed  in  full  against  the  year's 
working. 

It  is  to  be  noted,  as  evidence  of  the  interest  now  taken 
in  securing  the  allowances  for  depreciation,  that  whereas 
in  the  year  1893-4  the  depreciation  allowances  were  only 
^^4,109,207,  they  have  steadily  increased,  until  in  1902-3 
tliey  have  reached  ;^i2,707,58o. 

The  argumejits  used  in  connection  with  depreciation  as 
regaids  income-tax  may  be  regarded  somewhat  as  special 
pleading,  but  it  may  be  of  interest  to  summarise  the 
grounds  specified  by  the  Associated  Chambers  of  Com- 
merce in  1897  for  an  increase  in  the  rate  of  allowance. 

(i)  That  machines  become  obsolete  much  more  quickly 
to-day  than  formerly. 

(2)  That  the  value  of  m^achines  diminishes  more  rapidly. 

(3)  That  the  first  purchasers  pay  a  heavy  premium  on  new 
machines,  and,  after  a  year  or  two,  could  purchase  superior 
machines  at  half  original  price. 

(4)  That  machinery  is  worked  at  higher  speed,  wears  out 
sooner,  and  is  more  rapidly  depreciated  to-day  than 
formerly. 

With  regard  to  the  basis  of  diminishing  value,  it  is  to  be 
noted  that  the  Inland  Revenue  authorities  have  now 
reverted  in  a  number  of  cases  to  the  basis  of  original  cost, 
and  tiiat  wh^ie,  say,  5  P^t)ig?ffzecf!)y^©C^  ^  original 
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cost,  there  is  often  an  alternative  rate  of  y}4  per  cent, 
allowed  on  the  diminishing  value. 

Fenttuals. — ^The  practice  adopted  by  the  income-tax 
authorities  provides  for  the  charging  up  of  renewals  to 
Capital  Account  where  depreciation  is  allowed,  and  they 
usually  decline  to  allow  both  renewals  and  depreciation  as 
a  charge  against  the  year's  profits.  The  result  is  to  treat 
renewals  as  capital  expenditure,  which  in  turn  are  subject 
to  depreciation  at  the  rate  agreed  on.  If  we  take  Mathieson's 
example  of  the  life  of  a  boiler  at  fifteen  years,  at  the  end  of 
ten  years  of  which  we  have  to  renew  the  furnaces,  it  will 
be  seen  that  by  charging  renewals  to  capital  we  can 
only  provide  for  25  per  cent,  of  the  cost  of  the  renewal 
before  the  expiration  of  the  life  period.  Therefore,  if  we 
are  to  charge  renewals  to  capital,  it  is  evident  that  in  our 
calculation  of  the  rate  of  depreciation  we  must  include  the 
provision  for  renewals  along  with  deterioration. 

The  tendency  to-day  is  to  separate  renewals  from  depre- 
ciation, and  to  provide  a  fixed  sum  annually  against 
renewals  and  repairs,  charging  the  outlay  each  year  under 
both  these  heads  against  the  sum  thus  accumulated, 
and  leaving  depreciation  to  include  deterioration  and 
obsolescence  only. 

Fire  Insurance  and  Depreciation. — The  point  has  been 
mentioned  that  in  the  case  of  writing  down  machinery  and 
plant  by  an  increased  rate  of  depreciation,  the  value  in  the 
case  of  a  fire  would  be  aHected  in  the  claim  for 
replacement. 

Upon  inquiry  I  am  informed  that  it  is  usual,  in  som<^ 
offices,  to  append  a  declaration  on  the  face  of  the  policy 
that  the  depreciation  written  off  in  the  books  of  the  busi- 
ness shall  not  be  taken  for  the  purpose  of  asisessing  a  fire 
loss.  I  am  also  informed  that  the  assured  is  coveied  for  the 
value  of  the  plant  at  the  time  of  the  fire,  and  that  the 
original  cost  of  the  plant,  less  depreciation,  is  not  neces- 
sarily the  basis  of  the  claim. 

There  does  not  appear  to  be  any  scale  of  depreciation  in 
force  for  the  different  kinds  of  plant  recognised  by  the 
insurance  companies,  but  as  these  losses  are  generally 
settled  as  between  the  assessors  and  surveyors,  acting  for 
both  parties,  or  failing  their  agreement  by  arbitration,  no 
special  rates  are  applicable,  but  each  case  is  settled  on  its 
merits.  The  principal  factor  appears  to  be  the  possession 
of  definite  and  specific  information  on  the  value  and  cost 
of  the  plant,  and,  so  far  as  I  have  been  able  to  gather, 
the  rate  of  depreciation  adopted  by  the  insurer  does  not  in 
any  way  govern  the  claim  in  case  of  fire. 

It  is  to  be  noted  that  it  is  a  general  provision  in  fire 
insurances  and  policies  that  the  company  may  elect  to 
replace  the  plant.     I  have  not  been  able  to  discover  any 


instance  where  this  has  been  done,  and  probably  it  was 
never  intended  as  other  than  a  protection  to  the  company. 

Turning  back  to  the  consideration  of  the  subject 
generally,  we  have  now  dealt  with  the  adoption  of  rates  as 
regards  cost  purposes,  we  have  compared  the  rates  allowed 
for  income-tax  purposes,  and  we  shall  probably  have 
arrived  at  the  conclusion  that  the  allowances  for  income- 
tax  are  in  no  way  to  be  regarded  as  a  standard  of  the 
depreciation  rates  necessary  for  business  purposes. 

There  exists  some  considerable  controversy  as  to  the 
proper  authority  to  fix  the  rate  of  depreciation.  One 
engineering  author  considers  it  unfortunate  that  the  subject 
of  depreciation  is  generally  settled  by  the  auditors,  and 
claims  that  only  an  engineer  can  understand  it.  A  similar 
claim  is  put  forward  by  professional  machinery  valuers,  on 
the  ground  of  their  independent  position  and  general  trade 
knowledge.  The  engineer  is,  no  dou^t,  the  best  authority 
on  deterioration.  The  chemist  (as  manager)  is  probably  the 
best  authority  on  renewals  and  probably  both  far  obso- 
lescence, while  for  financial  considerations  the  auditors 
take  the  first  place. 

In  the  evidence  given  by  Mr.  Arthur  Chamberlain,  of 
Birmingham,  representing  the  Birmingham  Chamber  of 
Commerce,  before  the  Income-tax  Committee,  he  states, 
somewhat  emphatically,  that  he  would  prefer  to  be  guided 
by  the  financial  expert  on  the  subject  of  depreciation 
rather  than  by  either  his  engineer  or  a  professional 
machinery  valuer,  on  the  ground  that  the  true  test  of  the 
value  of  the  plant  is  its  earning  power. 

This  brings  us  to  the  consideration  of  my  last  point : 
Financial   Depreciation. — You    will,    perhaps,    remember 
that  in  the  opening  remarks  we  referred  to  the  diminished 
value  of  machinery,  due  to  the  changes  in  markets  and 
trade,  which  include  the  action  of  foreign  tariffs. 

We  have  already  dealt  with  deterioration,  renewals,  and 
obsolescence,  and  we  have  still  to  take  a  general  survey  of 
the  plant  and  machinery  item  with  regard  to  its  position 
from  the  point  of  view  of  earning  power. 

The  argument  put  forward  is  that  the  plant  and 
machinery  asset  tends  to  increase  as  time  goes  on,  until  it 
obtains  an  undue  and  predominating  position^  that  as 
profits  always  tend  to  a  minimum  the  value  of  the  plant 
and  machinery  item  in  all  businesses  requires  to  be  steadily 
diminished  if  the  ratio  of  profits  to  capital  is  to  be  main- 
tained in  future  years. 

From  this  point  of  view  the  ideal  condition  would  be, 
if  we  take  the  case  of  a  new  plant,  that  the  Capital 
Account  is  to  be  closed  immediately  the  installation  is 
completed.  After  that  all  additions,  renewals,  and 
repairs  are  to  be  provided  out  of  profits,  and,  in  addition, 
the  value  of  the  asset  is  to  be  writter/dowu  annually. 
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The  answer  to  this  is  that  if  this  ideal  of  depreciation 
were  to  be  seriously  proposed,  it  would  be  very  few  busi- 
nesses which  could  be  carried  on.  The  reply  is  that  in  the 
history  of  the  great  number  of  businesses  which  have  dis- 
appeared, their  ruin  began  when  the  value  of  their  plants 
machinery,  and  buildings  steadily  increased,  even  although 
their  productive  capacity  followed.  That  the  insuflSicient 
depreciation  was  a  more  potent  factor  in  their  downfall 
than  either  prices  or  markets.  That  prices  and  markets 
are  dependent  on  new  machinery,  and  that  the  obtaining 
of  new  machinery  depends  primarily  on  the  sufficiency  oi 
the  depreciation. 

In  this  connection,  the  rates  of  depreciation  in  force  in 
the  Un-ited  States  would  appear  to  be  greater  than  in  this 
country,  and  that  there  are  not  wanting  piophels  who  trace 
the  alleged  falling  off  in  the  position  of  the  English  manu- 
facturer in  the  world*s  market  due  primarily  to  the 
insufficient  depreciation  of  plant. 

In  conclusion,  1  have  endeavoured  to  put  before  you  in  as 
brief  a  form  as  possible  a  summary  of  the  opinion  of 
authorities  to-day  on  this  subject.  There  is  a  tendency 
to-day  to  allow  a  larger  provision  for  depreciation  than  was 
formerly  deemed  necessary,  and  to  admit  the  importance 
of  depreciation  of  plant  and  machinery  in  industrial 
tjconomics  to  a  degree  never  contemplated  by  a  past 
generation. 


Xirmingbam  Cbartereo   accountant 
Stubent0'  Society* 


'iuE  twenty-fourth  annual  general  meeting  was  held  on 
Tuesday,  the  15th  ult.,  at  the  Chartered  Accountants' 
Library,  8  Newhall  Street,  Birmingham.  There  was  a  large 
attendance  of  members.    The  following  are  the 

REPORT  AND  ACCOUNTS. 
It  is  with  very  great  pleasure  that  your  Committee 
present  their  twenty-fourth  annual  report,  as  they  believe 
that  the  work  done  by  the  Society  during  the  past  year  has 
been  highly  satisfactory,  and  that  the  reputation  and 
standard  of  previous  years  have  been  fully  maintained. 

The  number  of  members  on  the  30th  April  1905  was  301. 
During  the  past  year  42  ordinary  members  ha"\e  been 
elected,  an  increase  of  25  over  last  year,  and  73  members 
have  resigned  or  been  struck  off  the  list  for  non-payment 
of  their  subscriptions,  so  that  the  present  membership 
totals  270,  consisting  of  146  honorary  members  (of  whom 
42  are  not  in  practice)  and  124  ordinary  members. 

The  average  attendance  at  the  14  ordinary  meetings  has 
been  38,  an  increase  of  eight  over  last  year.  The  attend- 
ance at  the  mock  shareholders'  meeting  was  59,  and  at  the 


joint  debate  with  the  Birmingham  Law  Students*  Society 
47- 
The  following  is  a  list  of  the  meetings  :  — 
Autumn  Session,  1905. 
Lecture :     "  Methods    of    Administering    the    Estates    of 
Deceased   Insolvents.*'     By    Mr.    D.    F.    de   THoste 
Ranking,    ^LA.,    LL.D.      Chairman — Mr.    Arthur   J. 
West,  F.C.A.  (a  Vice-President). 

Joint  Working  Union  Mock  Shareholders*  Meeting.  Visit 
of  Birmingham  Chartered  Accountant  Students' 
Society  representatives  to  Nottingham. 

Discussion  on  the  May,  1905,  Final  and  Intermediate 
Examination  Papers.  Chairman — Mr.  J.  W.  G.  Hill, 
F.C.A. 

Social  Address  (illustrated  by  lantern  slides) :  "  Views  of 
the  Towns  and  Cities  of  Canada."  By  Mr.  P.  B.  Ball, 
Commercial  Agent  for  the  Canadian  Government. 
Chairman — Mr.  Howard  Heaton,  F.C.A. 

Joint  Working  Union  Mock  Shareholders*  Meeting.  Visit 
of  Bristol  Chartered  Accountants  Students*  Society 
representatives  to  Birmingham.  Chairman — Mr.  W.  S. 
Aston,  F.C.A.  (a  Vice-President). 

Paper :  "  Income-tax  Assessment  and  Accounts  for 
Income-tax  Purposes."  By  Mr.  R.  H.  Johnston  (a 
member  of  the  Committee),  to  be  followed  by  a  dis- 
cussion.   Chairman — Mr.  A.  H.  Gibson,  F.C.A. 

Lecture :  *'  A  few  Points  for  consideration  outside  the 
usual  Examination  Course."  By  Mr.  Theodore  D. 
Neal,  A.C.A.    Chairman— Mr.  E.  B.  Winn,  F.C.A. 

Joint  Dinner  (with  the  Birmingham  and  Midland  Society 
of  Chartered  Accountants)  to  Sir  Walter  N.  Fisher. 
Presided  over  by  Mr.  Howard  Heaton,  F.C.A 

Spring  Session,  1906. 

Lecture :  **The  Rights  of  Partners  infer  se,"  By  Mr.  S.  S. 

Dawson,      F.C.A.,      F.S.I.S.,      F.S.S.  Chairman — 
Mr.  A.  J.  Cudworth,  F.C.A. 

Lecture:    ''Brewery    Accounts    and    Audits."       By    Mr. 

Herbert   Lanham,   A.C.A.     Chairman — ^Mr.  J.   Evans 

Rubery,  F.C.A. 

*'  Hat  Night."     Chairman— Mr.  J.  W.  Hinks,  A.C.A. 

Debate  :  "  That  the  Acts  relating  to  income-tax  as  they  are 
"at  present  administered,  and  the  methods  adopted  in 
''Assessing  and  Collecting  the  Tax,  should  be  drastic- 
"ally  amended."  Chairman— Mr.  G.  C.  T.  Parsons, 
F.C.A. 

Joint  Debate  with  the  Birmingham  Law  Students' 
Society :  "  That  this  meeting  approves  of  Earl 
Roberts'  Scheme  for  Compulsory  Military  Trailing." 
Chairman— Mr.  Frank  S.  Pearson,  LL.BJ)0QIC 
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Lecture:  "Debentures."  By  Mr.  Edward  Evershed,  B.A. 
Chairman— Mr.  W.  Randle,  F.C.A. 

Lecture :  "  The  Accounts  relating  to  the  formation  and 
reorganisation  of  Limited  Companies."  By  Mr.  J. 
Chapman,  A.C.A.  Chairman— Mr.  J.  Whitehill, 
A.C.A.  (The  lecturer  failed  to  carry  out  his 
engagement.) 

President's  Address  :  "The  Future  of  Accountancy." 

Annual  Meeting.  The  President,  Mr.  Eric  M.  Carter, 
F.C.A.  in  the  chair. 

The  Society  desire  to  thank  Mr.  J.  Howard  Heaton, 
F.C.A.,  and  other  members  of  the  Classes  Sub-Committee 
lor  the  great  amount  of  trouble  they  have  taken  in 
inaugurating  and  carrying  out  the  new  Tuition  Scheme, 
which  may  be  considered  to  have  been  very  successful. 

Twenty  law  lectures  have  been  conducted  for  the  Inter- 
mediate Examination  (average  attendance  28.6),  and  20 
for  the  Final  Examination  (average  attendance  xo.4),  by 
Mr.  D.  F.  de  I'Hoste  Ranking,  M.A.,  LL.D. 

Seventeen  bookkeeping  lectures  have  been  conducted  by 
Mr.  S.  S.  Dawson,  F.C.A.,  for  the  Final  Examination 
(average  attendance  10.4),  and  17  for  the  Intermediate 
Examination,  by  Mr.  W.  H.  Lovatt,  A.C.A.  (average 
attendance  26.3).  The  financial  aspect  of  the  scheme  has 
not  resulted  quite  so  well  as  anticipated,  for  after  allow- 
ing for  ;^4o  grant  from  the  Institute  and  £2$  each  from  the 
Birmingham  and  Midland  Society  of  Chartered  Account- 
ants and  the  Birmingham  Chartered  Accountant  Students' 
Society,  there  is  still  a  deficiency  of  some  £^0  to  £^0. 
However,  if  members  will  continue  to  interest  themselves 
in,  and  persuade  students  to  join  the  classes  when  they 
enter  upon  their  articles  of  clerkship,  there  is  little  doubt 


that  in  a  year  or  two's  time  the  scheme  will  be  well  able 
to  pay  its  o.wn  way. 

The  thanks  of  the  Society  are  due  to  Mr.  Eric  M.  Carter, 
F.C.A.,  for  having  acted  as  President  and  for  delivering 
his  address  on  April  loth. 

The  Society  also  thank  the  Vice-Presidents  and  other 
gentlemen  who  have  delivered  lectures  or  presided  over 
the  Society's  meetings  during  the  year. 

The  Committee  wish  to  express,  on  behalf  of  the  Society, 
their  thanks  to  the  Birmingham  and  Midland  Society  for 
their  kindness  in  allowing  members  of  this  Society  to  refer 
to  books  in  their  libraiy. 

The  number  of  Committee  meetings  held  during  the  year 
was  nine,  at  which  the  average  attendance  was  eight. 

During  the  past  year  13  members  of  the  Society  have 
passed  the  Final,  and  14  the  Intermediate  Examination  of 
the  Institute. 

In  December  1905  Mr.  G.  F.  Garnsey,  of  Messrs.  Muras, 
Harries  &  Higgison,  obtained  first  prize  and  certificate 
of  merit  in  the  Final  Examination,  and  also  the  prize 
offered  by  the  Society ;  Mr.  H.  F.  Farrow,  of  Messrs. 
Gibson  &  Ashford,  was  placed  third  in  order  of  merit  for 
the  Intermediate  Examination;  and  Mr.  W.  E.  Littleboy, 
of  Messrs.  R.  L.  Impey,  Cudworth  &  Lakin-Smith,  was 
placed  ninth  in  order  of  merit  for  the  same  examination. 

The  accounts  for  the  year,  duly  audited,  are  annexed, 
and  show  an  excess  of  expenditure  over  income  of 
;£ii  16s.  lod.,  being  an  improvement  of  ;fi8  4s.  2d.  upon 
last  year's  figures. 

Allen  K.  Eowakos, 

Hon.  Secretary. 


Dr. 


INCOMB  AND  EXPENDITURE  ACCOUNT  from  ist  May  X905  to  30th  April  X906. 


Cr. 


Expenditure. 

To  Rent 
,,  Transactions    .. 
,,  Printing  and  Stationery  .. 
,,  Postages  and  Incidentals . . 
,,  Contribution  to  Expenses  of  Joint  Dinner 
„  Lecturers'  Travelling  Expenses,  Ac.. . 
„  Contribution  to  Expenses  of  Tuition  Classes   . . 
.,  Christmas  Box  to  Curator 
,,  Prizes 

,,  Books  purchased 

„  Depreciation— Furniture  5  %  per  annum 
„  Arrears  of  Subscriptions  written  off 
, ,  Union  of  Chartered  Accountant  Student  Societies 
—Share  of  Expenses  and  Joint  Debates 


£   s 

d 

65  0 

0 

33  0 

0 

24  16 

6 

15  19 

5 

4  4 

3 

3  17 

4 

25  17 

5 

10  10 

0 

5  5 

0 

3  15 

7 

I  I 

2 

20  19 

6 

13  18 

6 

;^226    14      8 


Income, 

By  Subscriptions  :— 

Honorary  Members    . . 

Ditto  not  in  Practice 

Ordinary  Members    .. 

,,  Entrance  Fees 
„  Interest  on  Deposit  Account 
, ,  Balance,  being  excess  of  Expenditure 
over  Income 


£    B    d        £    B    d 


109  4  o 
x8  18  o 
74     2    6 


202     4 

10  15 

I  x8 


II  16  10 


£226  14    8 
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Balance  Sheet,  30TH  April  1906. 


Liabilities. 

Sundry  Creditors : — 
Rent 

Transactions 
Printing  and  Stationery 
Books 
Prizes 

Subscriptions  paid  in  Advance 
Surplus  Account : — 

Balance  at  30tb  April  1905 
Less  Excess  of  Expenditure  over 
Income  for  the  year  ended 
30th  April  1906  . . 


£  s 
37  18 
42    o 

o  16 

3  M 
2     2 


£   s   d 


86  II 
o  10 


124  16    6 


II  16  10 


112  19    8 


/200 


Assets. 

London  City  and  Midland  Bank,  Lim. : — 
Deposit  Account 
Current  Account 

Cash  in  hand : — 

Honorary  Secretary 
„         Treasurer 
Curator    . . 

Subscriptions  in  arrear 

Less  Reserve  for  Doubtful  Subscriptions 

Entrance  Fees  in  arrear 

Library  : — 

Books  as  at  30th  April  1905 

Furniture  :— 

As  at  30th  April  1905 
Less    Depreciation,    5%     per 
annum 


£     s    A    £     s    d 

55    3     I 
62  16    7 

117  19    8 


o  14    4 


0 

5 

8 

0 

6 

6 

0 

2 

2 

27 

6 

6 

16 

16 

0 

10   10 

o  15 


50    o    o 


21    3    3 

112 


£^00 


F.  E.  Walker.  Hon.  Treasurer. 

We  have  examined  the  above  Balance  Sheet,  and  the  Income  and  Expenditure  Account  for  the  year  ended  30th  April  1906 
with  the  Books  and  Vouchers  of  the  Society,  and  certify  ihe  same  to  be  in  accordance  therewith,  and  that  in  our  opinion  the 
Balance  Sheet  correctly  fets  forth  the  position  of  the  Society  at  30th  April  1906. 


7th  May  1906. 


{i.^B'*«r &*."•}"- ^-«-- 


LIBRARIAN  S   REPORT. 

To  the  members  of  the  Birmingham  Chartered  Account- 
ant Students*  Society :  — 

Gentlemen,  I  have  pleasure  in  presenting  herewith  my 
report  on  the  library  for  the  past  year. 

The  number  of  books  issued,  as  against  last  year,  shows 
a  regrettable  decrease  of  153,  as  under:  — 


1904-5 
1,962 


1905-6 
1.815 


General  Section,  Students'  Library 
General  Section,  Birmingham  and  Mid- 
land Library 67  60 

Economic  Section,  Students'  Library  . .  10  11 

2,039       1.8^ 

The  following  books,  &c.,  have  been  presented  during 
the  year,  for  which  we  are  greatly  indebted  to  the  various 
donors :  — 

Rights  and  Duties  of  Liquidators,  &c.  H.  Foulks  Lynch 
&  Co. 

Executorship  and  Accounts.    H.  Foulks  Lynch  &  Co. 

Cost  Records  or  Factory  Accounting.    J.  Mann. 

Oncost  or  Expenses.    J.  Mann. 

Notes  on  Partnership.     H.  P.  C.  Kelland. 

City  of  Birmingham  Blue  Book. 


I      Few  books,  however,  have  been  purchased,  but  your 
Committee  have  now  formulated  a  scheme  by  which  the 
'  library  will  be  made  more  eflSicient  and  up-to-date. 

I  Doubtless  the  above  statistics  will  receive  little  or  no 
I  more  attention  than  do  the  numerous  requests  issued  by 
I  the  Librarian  and  Curator  to  members  retaining  overdue 
I  books,  but  I  would  ask  your  special  consideration  of  the 

Alteration  of  Library  Rules 

(particulars  of  which  will  be  found  on  the  annual  meeting 

notice),   and   incidentally   the   general   rules,    as   recom- 

I  mended  by  your  Committee.    These  new  rules,  to  replace 

:  the   old,    which    have    been    found    too    stringent   and 

I  inoperative,   have    had    due    and    careful   consideration 

from  your  Committee,  and  they  are  put  before  you  in 

t  order  that  the  library  may  be  governed  in  a  more  efficient 

and  practicable  way,  so  as  to  ensure  each  member  and 

I  student  obtaining  its  fullest  advantages  and  privileges. 

It  is  not  intended  that  these  new  rules,  when  passed,  be 

merely    "paper"    ones,    but    that    they    be    sufficiently 

enforced,  and  your  careful  consideration  of  them,  previous 

'  to  your  attendance  at  the  annual  meeting,  cannot  but 

induce  your  hearty  support  and  co-operftt|on. 
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May  I  again,  as  my  predecessors  have  done,  call  your 
attention  to  the  "Suggestion  Book,"  which  your  Committee 
trust  will  be  used  more  freely  during  the  current  year? 

In  conclusion,  I  thank  you  for  the  support  accorded  me 
during  my  office,  and  regret  that  pressure  of  time  has  com- 
pelled me  to  resign  from  a  Committee  on  which  I  have 
been  privileged  to  serve  for  the  past  five  years. 

I  am,  Gentlemen, 

Yours  faithfully, 

R.  Graham  Squiers. 

21  Bennetts  Hill,  Birmingham. 
ist  May  1906. 


A  hearty  vote  of  thanks  was  tendered  to  Mr.  Eric  M. 
Carter  for  having  occupied  the  post  of  President,  and  for 
delivering  an  address  on  April  10th,  and  hearty  votes  were 
also  tendered  to  all  retiring  officers. 

The  following  officers  were  appointed  for  the  ensuing 
year: — Mr.  Walter  Charlton,  F.C.A.,  President;  Messrs. 
J.  W.  G.  Hill,  F.C.A.,  and  G.  T.  W.  Coleman,  F.C.A., 
Vice-Presidents ;  Mr.  R.  Graham  Squiers,  Hon.  Librarian  ; 
Mr.  W.  E.  Rayner,  Hon.  Treasurer. 

Representatives  on  Joint  Committee  of  Working  Union : 
Mr.  Ebenzer  Fisher,  A.C.A.,  Mr.  P.  H.  Johnson,  A.C.A., 
and  Mr.  R.  Graham  Squiers. 

After  the  meeting  a  sale  was  held  of  the  surplus  books 
of  the  library. 


Zbc  Snstttute  ot  /Municipal  ICreaaurera 
an&  Hccountanta 

(INCORPORATED). 


The  annual  general  meeting  of  the  above  Society  was 
held  at  Carlisle  on  June  7th  and  8th. 

The  following  are  the 

REPORT  AND  ACCOUNTS. 

We  beg  to  report  that  since  the  last  annual  general  meet- 
ing, which  was  held  at  Portsmouth,  the  following  meetings 
of  the  Council  have  been  held :  — 

Ordinary. 
In  London,  October  13th  and  14th,  December  15th  and 
1 6th,  1905  ;    February  3rd  and  4th,  May  iSth  and  19th,  1906. 
In  Edinburgh,  March  9th  and  loth,  1906. 

Examination  Committee. 
In   addition    to    these    meetings    of    the    Council,    the 


Examination  Committee,  which  consists  of  Messrs.  Bailey, 
Bateson,  Carver,  and  Fairhurst  (Examination  Secietary), 
met  at  Southport,  on  March  23rd  and  24th  1906. 

Examinations. 

Although  the  Examinations  of  the  Institute  for  1905  had 
been  held  at  the  date  of  the  last  annual  meeting,  the 
examiners  had  not  issued  their  report,  and  the  results 
therefore  were  not  known.  It  was,  however,  stated  that 
the  number  of  candidates  who  applied  for  permission  to  sit 
was  as  follows  :  — 


For  the  Final      . . 
,,       Preliminary 
Total . . 


40 

_56 

96 


The  results  were  as  follow  :  — 

The  number  of    candidates    who    actually    sat   at    the 
examinations  was :  — 

..         38 
..        JO 

88 


For  the  Final      . . 
,,       Preliminary 

Total . . 


The  number  who  satisfied  the  examiners  was  as 
follows :  — 

Forthe  Final 26=1:68.42% 

,,      Preliminary      ..         ..        38=76% 

Total 64 

Unsuccessful : — 

Final         12=31.58% 

Preliminary        12  =  24% 

Total 24 

In  the  Final  Examination  Mr.  Arthur  Collins,  Deputy 
Borough  Treasurer,  West  Bromwich  (formerly  with  Mr.  \V. 
Bateson,  Borough  Treasurer,  Blackpool),  obtained  the  first 
place  and  prize  of  £$  5s.  od.  The  second  place  and  prize 
o^  £3  35-  od.  was  bracketed  equal  between  Mr.  J.  C. 
Haworth,  of  the  Borough  Treasurer's  Office,  Blackburn  ; 
and  Mr.  L.  C.  Nicholson,  of  the  Borough  Treasurer's 
Office,  Southampton ;  the  third  place  and  prize  of 
£2  2s.  od,  going  to  Mr.  W.  A.  Davies,  of  the  Borough 
Treasurer's  Office.  Birkenhead. 

The  examinations  for  the  present  year  were  held  on  the 
23rd,  24th,  and  25th  May,  at  Preston  for  the  Northern 
Centre,  and  at  Kensington  for  the  Lcirdon  CeiUTe.     The 
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total     number     of     students     applying     to     sit     at     the 
examinations  was  :  — 


For  the  Final      . . 
,,       Preliminary 

Total.. 


40 
68 

108 


Pages  includir 

>g 

Year 

Supplement 

Subscribers 

1897 

128 

112 

1898 

132 

121 

1899 

156 

130 

1900 

184 

143 

1901 

201 

161 

1902 

264 

182 

1903 

312 

290 

1904 

316 

330 

1905 

285 

388 

The  examiners  are  pleased  to  find  that  the  applications  to  . 
sit  at  the  examinations  again  cover  a  very  wide  area,  no 
less    than     forty-five     districts     being     represented,    and 
extending  from  South  Devon,  and  South  and  North  Wales 
on  the  one  hand,  to  Lowestoft  and  Newcastle  on  the  other. 

Financial  Circular. 

The  Hon.  Acting  Editor  begs  to  report  that  inasmuch  as 
the  recommendation  of  the  Executive  Council  raising  the 
subscription  from  6s.  6d.  to  8s.  6d.  per  annum  was  not 
carried  at  the  annual  meeting,  and  further,  that  as  the 
finances  of  the  Circular  were  in  an  undesirable  condition, 
it  became  absolutely  necessary  to  economise.  This  has 
been  done  in  various  directions,  resulting  in  a  surplus  of 
£s  '5S-  3^1- »  against  a  deficit  in  the  previous  year  of 
£7  13s.  lid. 

The  subscribers  have  largely  increased  during  the  year, 
as  shown  by  the  following  tables :  — 


The  pages  as  shown  above  for  1905,  number  285,  but 
allowing  for  smaller  and  solid  type  they  equal  380 
ordinary  pages. 

The  printing  of  the  lectures  of  the  London  and 
Lancashire  Students'  Societies  is  costly,  and  while  the 
present  practice  is  continued  it  will  have  a  material  bearing 
upon  the  finances  of  the  Circular. 

It  was  felt  that  the  Students'  Society  should  make  a 
money  contribution  in  respect  of  the  printing  of  the 
lectures,  and  ;^io  is  now  paid  by  the  Lancashire 
Students'  Society  for  200  special  copies  of  the  lecture 
supplement,  and  £^  by  the  London  Students'  Society  for 
50  special  copies.  These  sums  do  not  represent  the  cost  of 
printing,  and  the  deficit  is  paid  out  of  the  general  funds  of 
the  Circular.    For  the  convenience  of  students  who  do  not 


subscribe  to  the  Circular,  the  lectures  are  bound 
separately  ;  perhaps  this  may  be  an  opportune  time  to  state 
that  the  measure  of  financial  support  given  to  the  Circular 
by  the  students  can  hardly  be  deemed  satisfactory. 

The  editor  desires  to  sincerely  thank  all  those  members 
who  have  assisted  him  by  contributions,  correspondence, 
&c.,  during  the  year,  and  although  he  is  very  grateful  for 
the  support  accorded  to  him,  he  feels  that  if  the  spirit  of  co- 
operation is  more  largely  cultivated  and  members  generally 
regard  it  a  duty  to  send  interesting  matter  for  publication, 
the  usefulness  of  the  Circular  will  be  very  much  increased. 

Accounts  of  Local  Authorities, 

The  Joint  Select  Committee  of  the  House  of  Lords  and 
the  House  of  Commons  on  Municipal  Trading  reported  in 
1903  upon  this  question  as  follows  :  — 

Paragraph  6.— "The  first  branch  of  the  subject  with 
which  the  Committee  decided  to  deal  was  that  of 
Municipal  Accounts,  with  regard  both  to  the  form  in 
which  they  are  prepared,  the  systems  under  which  they 
are  audited,  and  the  right  of  access  to  them  possessed  by 
the  ratepayers.  The  evidence  taken  has  been  mainly 
directed  to  these  questions. 

7. — "Whatever  view  may  be  taken  of  the  proper 
limits,  if  any,  which  can  be  set  to  municipal  trading,  it 
is  clearly  important  that  wherever  it  exists,  ratepayers 
should  be  not  less  fully  and  continuously  informed  of 
the  success  or  failure  of  each  undertaking  than  if  they 
were  shareholders  in  an  ordinary  trading  company. 

8. — "In /a  large  number  of  cases  this  is  undoubtedly 
done.  But  there  is,  in  some  instances,  evidence  to  a  con- 
trary effect,  and  in  view  of  the  ever-increasing  number 
and  magnitude  of  municipal  undertakings,  it  is  most 
desirable  that  a  high  and  uniform  standard  of  account- 
keeping  should  prevail  throughout  the  country. 

9. — "  The  Committee  are  doubtful  whether  it  would  be 
possible  to  prescribe  a  standard  form  of  keeping 
accounts  for  all  municipal  or  other  local  authorities, 
having  regard  to  the  varying  conditions  existing  in 
different  districts.  But  they  recommend  that  the  Local 
Government  Departments  should  invite  the  Institute  of 
Chartered  Accountants,  the  Incorporated  Society  of 
Accountants  and  Auditors,  and  the  Institute  of 
Municipal  Treasurers  and  Accountants  of  England  and 
Wales,  and  the  Society  of  Accountants  in  Edinburgh, 
and  the  Scottish  Institute  of  Accountants,  Glasgow,  to 
confer  and  report  upon  the  matter. 

14. — "All  county  councils,  the  London  borough  coun- 
cils, and  urban  district  councils  are  subject  to  the  Local 
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district  auditors,  who  as  a  rule  are  not  accountants,  and 
are  not,  in  the  opinion  of  the  Committee,  properly 
qualified  to  discharge  the  duties  which  should  devolve 
upon  them.  By  special  local  Acts  the  Corporations  of 
Tunbridge  Wells,  Bournemouth,  and  Southend-on-Sea 
must,  and  the  Corporation  of  Folkestone  may,  adopt  the 
Local  Government  Board  system  of  audit.  The  duties  of 
the  auditors  seem  to  be  practically  confined  to 
certification  of  figures,  and  to  the  noting  of  illegal  items 
of  expenditure. 

15. — "To  apply  this  system  of  audit  to  municipal  cor- 
porations would  arouse  strenuous  opposition  from  them, 
and  the  course  may  be  considered  impracticable ;  but  in 
addition  to  this,  the  fact  that  district  auditors  are  not 
accountants  seems  to  unfit  them  as  a  class  for  the  con- 
tinuous and  complicated  task  of  auditing  the  accounts 
of  what  are  really  great  commercial  businesses. 

16. — "The  Committee  accordingly  recommend  that:  — 

(a)  "The  existing  systems  of  audit  applicable  to  cor- 
porations, county  councils,  and  urban  district 
councils  in  England  and  Wales  be  abolished. 

{b)  "Auditors,  being  members  of  the  Institute  of 
Chartered  Accountants  or  of  the  Incorporated 
Society  of  Accountants  and  Auditors,  should  be 
appointed  by  the  three  classes  of  local  autho- 
rities just  mentioned. 

{c)  "In  every  case  the  appointment  should  be 
subject  to  the  approval  of  the  Local  Govern- 
ment Board,  after  hearing  any  objections  made 
by  ratepayers,  and  the  auditor,  who  should 
hold  office  for  a  term  not  exceeding  five  years, 
should  be  eligible  for  re-appointment,  and 
should  not  be  dismissed  by  the  local  authority 
without  the  sanction  of  the  Board. 

{d)  "In  the  event  of  any  disagreement  between  the 
local  authority  and  the  auditor  as  to  his 
remuneration,  the  Local  Government  Board 
should  have  power  to  determine  the  matter. 

{t)  "  The  Scots  practice  of  appointing  auditors  from  a 
distance,  in  preference  to  local  men,  to  audit 
the  accounts  of  small  burghs  should  in  similar 
cases  be  adopted  in  England. 

ly, — "The  Committee  are  of  opinion  that  it  should  be 
made  clear  by  statute  or  regulation  that  the  duties  of 
those  entrusted  with  the  audit  of  local  accounts  are  not 
confined  to  mere  certification  of  figures.  They  therefore 
further  recommend  that: — 

{a)  "The  auditor  should  have  the  right  of  access  to 
all  Buch   papers,    books,    accounts,  vouchers, 


sanctions  for  loans,  and  so  forth,  as  are  neces- 
sary for  his  examination  and  certificate. 

(b)  "  He  should  be  entitled  to  require  from  officers  of 

the  authority  such  information  and  explanation 
as  may  be  necessary  for  the  performance  of  his 
duties. 

(c)  "He  should  certify  :  — 

(i.)  "That  he  has  found  the  accounts  in  order,  or 
otherwise,  as  the  case  may  be ; 

(ii.)  "  That  separate  accounts  of  all  trading  under- 
takings have  been  kept,  and  that  every  charge 
which  each  ought  to  bear  has  been  duly 
debited ; 

(iii.)  "That  in  his  opinion  the  accounts  issued 
present  a  true  and  correct  view  of  the  transac- 
tions and  results  of  trading  (if  any)  for  the 
period  under  investigation ; 

(iv.)  "That  due  provision  has  been  made  out  of 
revenue  for  the  repayment  of  loans,  that  all 
items  of  receipts  and  expenditure  and  all 
known  liabilities  have  been  brought  into 
account,  and  that  the  value  of  all  assets  has 
in  all  cases  been  fairly  stated. 

18. — "Auditors  should  be  required  to  express  an 
opinion  upon  the  necessity  of  reserve  funds,  of  amounts 
set  aside  to  meet  depreciation  and  obsolescence  of  plant 
in  addition  to  the  statutory  sinking  funds,  and  of  the 
adequacy  of  such  amounts. 

19. — "  The  auditor  should  also  be  required  to  present  a 
report  to  the  local  authority.  Such  report  should  include 
observations  upon  any  matters  as  to  which  he  has  not 
been  satisfied,  or  which  in  his  judgment  called  for 
special  notice,  particularly  with  regard  to  the  value  of 
any  assets  taken  into  account. 

20. — "The  local  authority  should  forward  to  the  Local 
Government  Board  both  the  detailed  accounts  and  the 
report  of  the  auditor  made  upon  them.  It  should  be  the 
duty  of  the  auditor  to  report  independently  to  the  Board 
any  case  in  which  an  authority  declines  to  cany  out  any 
recommendations  made  by  him. 

21. — "A  printed  copy  of  the  accounts,  with  the 
certificate  and  report  of  the  auditor  thereon,  should  be 
supplied  by  the  local  authority  to  any  ratepayer  at  a 
reasonable  charge. 

32. — "  After  careful  consideration  the  Committee  are  of 
opinion  that  in  view  of  the  thoroughness  of  the  proposed 
audit,  powers  of  surcharge  and  disallowance  cpuld  be 
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altogether  dispensed  with  in  the  case  of  the  major  local 
authorities. 

23. — "Those  powers  could  not,  it  is  believed,  be 
applied  to  municipal  corporations,  in  view  of  the  strong 
objection  expressed  by  them  ;  and  it  is  doubted  whether 
their  retention  in  the  case  of  other  authorities  would 
compensate  for  the  loss  of  uniformity  which  would 
result. 

24. — "The  power  of  disallowance,  applying  as  it  does 
only  to  illegal  expenditure,  and  not  to  unwise  under- 
takings and  enterprises,  does  not  afford  any  real  safe- 
guard to  the  ratepayers  whose  interests  are  affected. 

25. — ^"With  a  continuous,  vigilant,  and  thoroughly 
efficient  system  of  inspection  and  audit  the  surest 
guarantee  to  the  ratepayers  against  extravagance  is  to  be 
found  in  the  deterrent  effect  of  public  exposure,  in 
addition  to  the  existing  legal  remedies. 

26. — "The  dispensing  power  possessed  by  the  Local 
Government  Board  under  the  Local  Authorities 
(Expenses)  Act,  1887,  throws  on  the  department  an 
amount  of  work  often  out  of  proportion  to  the  import- 
ance of  the  issue  involved. 

27. — "  The  Committee  suggest  that  in  view  of  the  large 
changes  recommended  by  them  it  might  be  advisable  to 
create  a  new  body,  in  the  form  of  a  Board  of  Commis- 
sioners of  Local  Audit,  in  some  respects  analogous  to  the 
Railway  Commission.  This  body  could  be  entrusted 
with  the  powers  which  the  Committee  recommend  in 
their  report  should  be  vested  in  the  Local  Government 
Board." 

A  Departmental  Committee  to  confer  and  report  has  at 
length  been  appointed,  but  not  in  accordance  with  the 
suggestion  of  Paragraph  9  of  the  foregoing  report.  For 
example,  the  Scottish  Institutes  have  been  entirely  ignored, 
and,  in  fact,  only  one  of  the  organisations  suggested  is 
directly  represented  on  the  Committee,  which  is  composed 
of  the  following  gentlemen  :  — 

Mr.    W.    Runciman,     M.P.,     Chairman    (Parliamentary 
Secretary  of  the  Local  Government  Board). 

Mr.  J.  Bromley,  Accountant  to  the  Board  of  Education 
(late  I^cal  Government  Board  auditor). 

Mr.  T.    Pitts,    Assistant    Secretary,  Local  Government 
Board. 

Mr.  E.  P.  Burd,  Chief  of  the  Audit  Department,  Local 
Government  Board. 

Mr.  F.  Merrifield,  Clerk  to  the  Sussex  County  Council 
(an  ex-Local  Government  Board  auditor). 

Mr.  R.  Barrow,  F.S.A.A.,  City  Controller  and  Auditor, 
Liverpool  (Association  of  Municipal  Corporations). 


Mr.  J.  J.  Burnley,  F.S.A.A.,  Accountant,  Wallasey 
Urban  District  Council  (Urban  District  Councils 
Association). 

Mr.  J.  Gane,  President  of  the  Institute  of  Chartered 
Accountants,  England  and  Wales. 

Towards  the  personnel  of  the  Committee  per  se  the 
Council  has  nothing  but  good  wishes,  but  having  regard  to 
the  scope,  breadth,  and  general  character  of  the  work  for 
which  the  Committee  has  been  constituted,  it  must  be 
apparent  (if  the  best  interests  of  the  community  are  to  be 
served)  that  the  wider  and  direct  representation  which  was 
suggested  in  Paragraph  9  of  the  Select  Committee's  report 
should  have  met  with  a  ready  response.  It  should,  how- 
ever, be  placed  on  record  that  the  non-representation  of  the 
Institute  on  the  Committee  is  not  to  be  accounted  for  on 
the  grounds  of  passiveness  or  inertia.  The  Hon.  Secretary 
has  laboured  incessantly  to  secure  what  the  Institute  feels, 
doubtless  in  common  with  other  bodies,  is  not  a  concession 
or  favour,  but  a  sort  of  birthright.  Both  in  season  and  out, 
his  zeal  and  enthusiasm  have  been  unflagging,  and  the 
Council  hereby  places  on  record  its  high  appreciation  of 
the  efforts  he  has  put  forth,  and  not  less  for  the  maimer  in 
which  they  have  been  carried  out. 

The  Council  congratulates  two  of  the  members  of  the 
Institute  upon  their  selection  by  the  Association  of 
Municipal  Corporations  and  the  Urban  District  Councils 
Association  respectively  for  positions  on'the  Departmental 
Committee. 

"The  Committee  has  been  appointed  to  inquire  and 
report  with  regard  to  :  — 

(1)  "The  systems  on  which  the  accounts  of  local  autho> 

rities  in  England  and  Wales  are  at  present  kept ; 

(2)  "Generally  as  to  the  system  on  which  the  accounts  of 

the  various  local  authorities  in  England  and  Wales 
should  be  kept,  and  in  particular  whether  such 
accounts  should  be  prepared  on  a  system  requiring 
the  entries  of  receipts  and  payments  to  be  con- 
fined as  far  as  possible  to  actual  receipts  and  pay- 
ments of  money  or  not ;  and 

(3)  "The  regulations  which    should    be    made   on   the 

subject,  regard  being  had  to  the  necessity  for  show- 
ing accurately  the  amounts  raised  by  local  taxation 
and  the  purposes  for  which  they  are  applied." 
The  Council  has  been  invited  to  submit  evidence  upon 
these  points,  and  for  that  purpose  has  selected  the  Presi- 
dent and  Hon.   Secretary  to  represent  the  views  of  the 
Institute. 

The  attitude  of  the  Institute  with  regard  to  the  system 
upon  which  the  accounts  of  local  authorities  should  be 
kept  has  consistently  favoured  the  system  of  income  and 
expenditure,    as   against  that  of   receipts   and   payments 
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merely.  After  it  was  announced  that  the  Committee  was 
about  to  be  appointed,  the  Council  forthwith  made  repre- 
sentations to  the  Local  Government  Board  with  the  object 
of  obtaining  direct  representation  on  the  Committee  of 
some  member  or  members  of  the  Institute.  A  Sub- 
Committee  of  the  Council  was  appointed  to  deal  with  the 
matter^  and  strenuous  efforts  were  made  with  that  object 
in  view. 

The  Council  regrets  extremely  that  its  efforts  were 
fruitless. 

During  the  year  each  member  has  been  supplied  with  a 
ropy  of  the  correspondence  which  has  taken  place  on  this 
subject. 

The  Council  has  learned  with  pleasure  that  other 
members  of  the  Institute  have  been  invited  to  give 
evidence  before  the  Committee  on  behalf  of  the  County 
Accountants'  Society,  viz. : — Mr.  W.  Clarke,  Treasurer 
West  Riding  County  Council,  and  Mr.  A.  W.  Fox,  Finance 
Clerk,  Warwick  County  Council. 

Ihcome-T ax— Depreciation . 

The  Council  has  considered  this  question  and  has 
obtained  returns  showing  the  rates  of  allowances  made  in 
various  boroughs  for  identical  undertakings,  and  has  been 
impressed  with  the  wide  variation  which  obtains.  Having 
regard  to  the  difficulties  presented,  they  have  not  yet  been 
able  to  arrive  at  a  decision,  and  they  invite  the  observa- 
tions of  members  of  the  Institute  upon  the  question,  so  as 
to  help  them  to  arrive  at  a  decision  which  will  be  advan- 
tageous to  the  authorities  whom  the  members  represent. 

The  subject  will  be  introduced  to  the  annual  meeting  by 
a  member  of  the  Council,  with  the  object  of  eliciting  the 
views  of  members. 

Grants  in  aid  of  Local  Taxation. 
During  the  year    the    Council    approached  the  Local 
Government  Board  in  relation  to  the  return  of  the  Local 
Taxation  Account,  which  is  made  annually  by  them  to 
Parliament. 

The  Council  feels  strongly  the  anomalous  position  which 
many  boroughs  now  occupy,  especially  as  regards  the 
amount  of  Imperial  aid  received  by  them,  based  as  it  is 
upon  the  expenditure  of  the  financial  year  ended  31st 
March  1888,  and  it  was  sought  to  obtain  a  return  furnish- 
ing the  details  of  the  amount  shown  in  Column  9  of  Part 
I  of  the  above-mentioned  return,  in  order  to  enable  each 
authority  to  trace  the  growth  of  expenditure  under  each 
head,  and  afterwards  classify  the  result  for  the  purpose  of 
preparing  a  special  report  upon  the  whole  subject. 

It  was  pointed  out  by  Mr.  Winter,  Borough  Treasurer, 
Gateshead,  in  his  paper  read  at  the  1902  annual  meeting, 
that  "although  it  may  seem  absurd,  it  is  perfectly  correct 
*'to  state  that  the  larger  the  number  of  lunatics,  or  the 


"  greater  the  cost  of  main  roads  and  police  in  a  district  in 
"  1887-8,  the  greater  is  the  grant  for  technical  education." 

The  Local  Government  Board  has  not  acceded  to  the 
request  of  the  Council,  but  it  is  hoped  shortly  to  obtain  a 
return  which  will  place  members  in  possession  of  the 
information.  After  that  has  been  done,  the  Council  antici- 
pate resuming  consideration  of  the  subject. 

Standard  Form  of  Accounts  for  Electricity  Undertakings. 
The  Sub-Committee  which  has  been  appointed  to  con- 
sider and  devise  a  standard  form  of  accounts  for  elec- 
tricity undertakinigs  reports  that  its  labours  are  not 
sufficiently  advanced  to  enable  them  to  report  with  advan- 
tage to  the  annual  meeting. 

Police  Pension  Funds. 

In  the  last  report  the  Council  stated  that  during  the  year 
they  proposed  to  unite  with  the  Association  of  Municipal 
Corporations  and  the  County  Councils  Association  in 
taking  such  measures  as  might  be  deemed  necessary  to 
place  this  question  in  a  more  satisfactory  financial 
position. 

It  was  also  stated  that  the  three  points  to  which  attention 
should  be  directed  were  (i)  Increased  Imperial  subven- 
tions ;  (2)  the  retirement  of  police  constables  at  too  early 
an  age ;  and  (3)  the  constant  demand  for  a  greater  propor- 
tion of  police  constables  to  the  population  in  each  district. 

Representations  have  been  made  by  the  Association  of 
Municipal  Corporations  to  the  Chancellor  of  the  Exchequer 
and  the  Secretary  of  State  for  the  Home  Department, 
based  upon  the  figures  contained  in  the  paper  read  by 
Mr.  J.  H.  Bailey,  Borough  Treasurer,  Blackburn,  at  the 
annual  meeting  of  the  Institute  in  1904  and  on  the  5th 
April  1906,  Mr.  Harmood-Banner,  M.P.,  the  Vice-President 
of  that  Association,  asked  the  Home  Secretary  the  follow- 
ing question  in  the  House  of  Commons :  — 

"  Whether  he  had  received  a  statement  prepared  by  the 
Association  of  Municipal  Corporations,  showing  the 
increased  burden  thrown  upon  police  authorities  outside 
the  metropolis,  in  consequence  of  the  increase  in  the 
number  of  pensioners  chargeable  to  the  pension  funds 
created  under  the  Police  Act,  1890 ;  and  whether  he  will 
take  into  consideration  the  desirability  of  increasing  the 
present  annual  grant  of  ;£^i  50,000  fixed  by  Parliament  in 
the  year  1890,  to  an  amount  vitich  will  bear  the  same 
proportion  to  the  total  payments  out  of  the  pension  funds 
as  the  amount  granted  bore  to  those  payments  in  the 
year  1892." 

The  proportions  mentioned  in  this  question  are  con- 
tained in  the  last  report,  page  31. 

The  Home  Secretary  replied  as  follows:  — 

"  I  have  received  the  statement,  and  will  give  it  my  best 
consideration;  but  the  question  forms  part  of  the  far 
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larger  question  of  the  incidence  of  local  taxation,  and 
I  can  hold  out  no  hope  of  its  being  treated  separately." 
"I  may  perhaps  add  that  when  the  present  grant  was 
fixed  in  1890  it  was  fully  understood  that  a  large  and 
rapid  increase  of  the  pension  charge  was  to  be  expected, 
and  it  was  with  that  increase  in  view  that  the  grant  was 
settled." 

With  regard  to  the  age  of  retirement  of  constables,  a 
considerable  number  of  police  authorities  have,  during  the 
year,  revised  the  conditions  of  service,  and  fixed  the 
retiring  age  (without  medical  certificate)  at  not  less  than  55 
years  for  inspectors,  and  50  years  for  sergeants  and  con- 
stables, to  govern  promotions  and  recruits. 

Extension  of  the  Institute  to  Scotland. 
During  the  year  the  Council  has  taken  steps  to  include 
in  the  membership  of  the  Institute  the  financial  officers  of 
Scottish  municipalities  and  other  local  authorities. 

On  March  loth  1906  a  conference  was  held  in  the  City 
Chambers,  Edinburgh,  between  the  members  of  the  Coun- 
cil and  the  leading  financial  officials  in  Scotland,  under 
the  presidency  of  Mr.  Baillie  Gibson,  of  Edinburgh.  The  ' 
outcome  of  the  conference  was  a  decision,  on  the  part  of 
the  Scottish  officials  who  attended,  to  join  the  Institute, 
and  the  Council  has  admitted  22  members  and  two  Asso- 
ciates. During  the  coming  year  it  is  proposed  to  convene 
a  conference  of  Scottish  financial  officials  for  the  purpose 


of  extending  the  operations  of  the  Institute  to  all  the 
municipalities  and  other  local  authorities  north  of  the 
Tweed.  Hitherto  there  has  only  been  one  member  from 
Scotland,  viz. :  — Mr.  John  Russell,  Burgh  Chamberlain, 
Lcith. 

On  behalf  of  the  Institute  the  Council  welcomes  the 
Scottish  members,  and  feels  confident  that  their  incljsion 
will  afford  opportunities  for  stimulating  the  work  of  the 
Institute,  and  extending  its  usefulness  to  the  municipalities 
and  other  local  authorities  of  the  country. 

Roll  of  Membership. 
The  Council  record  with  pleasure  the  increase  in  the  roll 
of.  membership.    The  numbers  are : — 

Hon.  Members 


Members 
Associates 
Students 


>3-<H- 

1904-05. 

1905-06. 

39 

44 

48 

187 

aoo 

235 

75 

84 

"3 

15 

40 

37 

316 


368 


433 


Accounts, 

Submitted  herewith  is  the  Statement  of  Accounts  for  the 
year  ended  31st  December  1905. 

The  total  income  for  the  year  was  ^735  iis.  od.,  and  the 
surplus  /168  4s.  5d. 

At  the  close  of  the  year,  the  balance  at  credit  of  Revenue 

Account  was  £ti  9s.  9d. 

Geo.  a.  Thorpe,  President. 

J.  Beckett,  Hon.  Sec. 


Statement  of  Accounts  for  the  year  ended  December  31st  1905. 
Revenue  Account. 


Expenditure. 


£    s 


To  Council  Meetings 108  13 

V    Annual  Meeting 30  14 

«    Representation  at  Conferences         . .  18  18 

«    Clerical  Services 23    3 

•  Printing,  Stationery,  and  Postages    . .        . .  164    o 

•  Sundries 17 


£    s    d 


Examinations 
Examination  Prizes 


'•  Financial  Circular"  Expenses  of  issue 
Surplus  :    Carried  to  Balance  Sheet 


87  0  4 
13 13  0 

100  13 

4 

5 
5 

£735  " 

0 

Incomg. 

£    s  d 

By  Annual  Subscriptions  to  Institute                . .    394    i  o 

»    Entrance  Fees       49  17  o 

m    Donation  towards  Expenses i    i  o 

•  Sale  of  Annual  Reports,  Sec 23    o  4 

•  Sundries o  19  i 

•  Examination  Fees           134    8  o 

m    Saleot  Examination  Papers  and  Syllabus..        7  15  11 

»    Annual  Subscriptions  to  "  Financial  Circular  " 


£    s    d 


467  18    5 


142 
125 


Vk 


£735  "    o 


Balance  Sheet  at  December  31st  1905. 


Liabilities. 

Examination  Fees  paid  in  advance 
Annual     Subscriptions      paid      in      advance : 
"Financial  Circular" 


RsvENUB  Account  :— 

Surplus  for  year  ended  December  31st  1905 
L«M  :    Deficiency  at  December  3xst  1904   . . 


iC    s    d 


168    4    5 
106  14    8 


£   s 
10  10 

d 
0 

0  19 

6 

II  9 

6 

61  9 

9 

£72  19 

3 

Assits. 

£    s    d 
Annual  Subscriptions  in  arrear  :— 

Institute^     . .        38 


£    8    d 


'Financial  Circular" 


160 


Sundry  Debtors* 
Cash  in  Bank     . . 


4  14 
II  13 


*Since  received. 


56  II    XI 


£72  19    3 


J.  H.  Bailey.  F.S.A.A., 

Hon.  Treasurer. 


Audited  and  found  correct, 
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Cbartcre&  accountants'  (Bclf  Club- 


An  Eclectic  Medal  Competition  of  18  holes  (under 
handicap),  limited  to  two  rounds,  will  be  held  at  Sandwich, 
on  Thursday,  the  28th  June  1906,  by  kind  permission  of  the 
Royal  St.  George's  Golf  Club.  The  handicap  allowed  will 
be  half  the  competitor's  Club  handicap.  The  first  prize 
being  kindly  presented  by  T.  G.  Mellors,  Esq.,  and  the 
second  prize  by  the  Club. 

A  Bogey  Competition  of  i8  holes  (under  handicap)  will 
be  held  at  Deal,  on  Friday,  the  29th  June  1906,  by  kind  per- 
mission of  the  Cinque  Ports  Golf  Club.  The  first  prize 
being  kindly  presented  by  W.  Clark  Pettigrew,  Esq.,  and  the 
second  prize  by  the  Club. 

Members  are  recommended  to  stay  at  the  South-Eastern 
Hotel,  Deal. 


personal. 


Messrs.  Bayley,  Wood  &  Co.,  Chartered  Accountants, 
announce  that  they  have  removed  to  Clarence  Buildings, 
2  Booth  Street,  Manchester. 

Mr.  B.  H.  Brook  Eldridge.  Chartered  Accountant,  has 
removed  to  Temple  Chambers,  33  Brazennose  Street, 
Manchester. 

Messrs.  Sands  &  Flinders,  Chartered  Accountants, 
announce  that  they  have  removed  their  offices  to 
12  Victoria  Street,  Nottingham. 


Aeetinfld  for  tbe  endufno  TIQleefi. 


Tuesday  —  Institute  of  Chartered  Accountants. — 
General  Purposes  Committee,  at  3  p.m. ;  Students 
Societies*  Grants  Committee  at  conclusion  of  General 
Purposes  Committee. 

Thursday — Chartered  Accountants'  Benevolent  Asso- 
ciation.—Executive  Committee,  at  3.30  p.m. 


failures  anb  Sills  ot  Sale  in  £iialim5 
an5  Males* 

According  to  Kemp's  MercanHU  Gazette,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  June  15th,  was  139.  viz. : — 


New  Bankruptcy  Proceedings  published  in  the  London  GoMttU, 
74 ;  Deeds  of  Arrangement  registered,  65.  The  respective 
numbers  in  the  cx>rresponding  week  of  last  year  were  : 
Bankruptcies,  72;  Deeds  of  Arrangement.  76— total,  148; 
being  a  decrease  of  9.  The  total  number  of  commercial 
failures  recorded  during  the  24  weeks  of  the  present  year  is 
3,992 ;  the  total  number  recorded  in  the  corresponding  24 
weeks  of  last  year  was  4,275,  showing  a  decrease  of  283. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
June  15th,  was  136.  The  number  in  the  corresponding  week 
of  last  year  was  121,  showing  an  increase  of  15.  The  total 
number  filed  during  the  24  weeks  of  the  present  year  is 
3,602  ;  the  total  number  filed  in  the  corresponding  24  weeks 
of  last  year  was  4,015,  showing  a  decrease  of  413. 


Debentures. 


The  Mortgages  and  Charges  roistered  by  limited 
companies  in  England  and  Wales  during  the  week 
ending  Friday,  June  15th,  amounted  to  ;f98o,472.  by  way 
of  addition  to  /i  ,8x6, 125,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  /i, 702, 808,  showing  a  decrease  of 
;£^722.336.  The  total  amount  registered  during  the  24 
weeks  of  the  present  year  was  /39»575,689  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  ;f36,i29.467  for  the  corresponding  24  weeks 
in  1905,  showing  an  increase  of  /3,446,222. 


The  Profession  in  Scotland. 


Personal. 


The  firm  of  Alexander  &  Dixon,  accountants  and  stock- 
brokers, Library  Buildings,  Greenock,  has  been  dissolved 
as  at  31st  May  by  mutual  consent. 

Mr.  A.  Davidson  Smith,  C.A.,  4A  York  Place,  Edin- 
burgh, has  assumed  his  son,  Mr.  Charles  Maitland  Smith, 
C.A.,  as  a  partner.  The  firm-name  is  now  A.  &  C.  M. 
Davidson  Smith,  C.A. 

Mr.  Charles  Hay,  C.A.,  has  begun  the  practice  of  his 
profession  at  X28A  George  Street,  Edinbur^^Qlp 
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Glasgow  Aooouniants  and  the  Land  Yalnes  Bill. 


Mr.  Alexander  Cross,  M.P.,  has  presented  to  the  House 
of  Commons  a  petition  by  the  Institute  of  Accountants  and 
Actuaries  in  Glasgow  against  the  Land  Values  Taxation 
(Scotland)  Bill.  The  petitioners  view  with  alarm  proposals 
tending  not  only  to  increase  the  burden  upon  industry,  but 
also  to  bring  about  the  abandonment  of  the  feuing  system, 
which  they  consider  to  have  been  of  inestimable  benefit  to 
the  commercial  communities  in  Scotland.  The  petitioners 
object  to  the  Bill  as  wrong  in  principle,  inequitable  in  its 
provisions,  and  oppressive  to  industry. 


Bankruptoy  Reform. 


An  association  has  been  formed  with  the  title  of  the  East 
of  Scotland  Bankruptcy  Reform  Association,  with  head- 
quarters in  Edinburgh,  its  objects  being  sufficiently 
indicated  in  the  title.  It  is  understood  that  the  movement, 
which  has  culminated  in  the  formation  of  this  Association, 
was  initiated  by  the  Guardian  Society  of  Scotland,  a  trade 
protection  society,  which  has  on  more  than  one  occasion 
memorialised  the  Secretary  of  State  for  Scotland  anent 
bankruptcy  reform.  That  Society  has  drawn  up  a  list  of 
points  which  might  be  considered,  and  as  these  are  of  con- 
siderable interest  to  the  profession  we  give  them  herewith, 
along  with  the  suggested  programme  of  the  Associatfon,  or 
a  committee  thereof :  — 

To  inquire  into  and  report:  — 

I. — On  the  principal  causes  of  failure  of  merchants  and 
limited  companies,  and  if  any  and  what  measures  might  be 
adopted  or  recommended  whereby  many  of  these  failures 
might  be  prevented,  or  the  number  of  them  reduced. 

2. — On  the  procedure  in  the  winding-up  of  insolvent 
estates  outside  the  Bankruptcy  Courts. 

3. — On  the  procedure  in  the  winding-up  of  insolvent 
estates  under  the  Bankruptcy  Courts. 

4.~On  the  present  laws  in  force  relating  to  the  punish- 
ment of  fraudulent  debtors,  and  if  any  and  what  amend- 
ment should  be  made  thereon  for  the  protection  of 
creditors. 

5.— On  the  present  laws  in  force  relating  to  the  winding- 
up  of  limited  companies,  with  special  reference  to  the  pro- 
tection of  ordinary  trade  creditors. 

Estates  wound  up  Outside  the  Bankruptcy  Courts. 

Trust  deeds  for  behoof  of  creditors. 

(a)  Should  the  private  law  agent  of  the  debtor  be 
trustee  on  the  estate? 


(b)  Should  trust  deeds  be  registered? 

(c)  Should  the  majority  of  creditors  bind  the 
minority  ? 

(d)  Should  the  debtor  be  discharged  on  payment  of  a 
composition  ? 

(e)  Should  the  trustee's  accounts  be  audited,  and  his 
commission  fixed  by  a  committee  of  creditors? 

(/)  Should  law  agents  who  hold  the  bankrupt's  books 
be  entitled  to  claim  a  preference  in  respect  of  their  lien 
over  the  books  ? 

(g)  Should  the  landlord  be  entitled  to  a  preferable 
claim  for  the  full  year's  rent? 

Estates  wound  up  Under  the  Bankruptcy  Courts. 

I. — Under  cessio  bonorum.    Liabilities  under  ;f2oo. 

(a)  The  legal  expenses  ;^2o  to  ;^3o. 

(b)  Should  the  legal  expenses  be  reduced? 

(c)  How  should  they  be  taxed? 

(d)  When  the  trustee  appointed  by  the  sheriff 
declines  to  act. 

(e)  Should  the  first  meeting  of  creditors  be  held  and 
the  trustee  appointed  sooner  than  thirty  days  of 
Gazette-  notice  ? 

(/)  Where  the  estate  is  insufficient  to  pay  a  dividend 
to  all  the  creditors. 
(g)  Where  the  debtor  has  kept  no  books. 
(h)  Should  he  be  discharged  ? 

(1)  Should  the  landlord  be  entitled  to  a  preference 
for  his  claim? 
Under  sequestration.    Legal  expenses  ;^3o  to  £<fi. 
X. — ^The  Bankrupt. 

(a)  How  soon  should  the  bankrupt  after  the  petition 
for  sequestration  is  granted  be  under  the  control  of  the 
trustee  or  the  Bankruptcy  Court? 

(b)  How  soon  should  he  be  examined  in  public  after 
sequestration  is  granted? 

2. — The  Bankrupt's  Estate. 

(a)  How  soon  should  the  trustee  take  possession  of 
the  estate  after  sequestration  is  granted? 

(b)  Should  landlords  have  a  preferable  claim  over  the 
stock  for  payment  of  the  rent? 

3. — ^The  Creditors. 

(a)  Should  creditors  be  compelled  to  swear  to  their 
claims  before  justices  of  the  peace  personally? 

(b)  Should  the  creditors  receive  notice  of  the  seques- 
tration officially  before  the  trustee  sends  out  notices? 

(c)  Should  the  creditors  lodge  their  affidavits  and 
claims  before  the  date  fixed  for  the  election  of  trustee " 
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4.— -The  Law  Agent. 

{a)  Should  the  private  law  agent  of  the  bankrupt  be 
the  law  agent  in  the  sequestration  ? 

(b)  Should  the  private  law  agent  of  the  bankrupt  be 
the  trustee  in  the  sequestration? 

(c)  Should  a  law  agent  be  entitled  to  hold  the  bank- 
rupt's books  with  a  view  of  getting  a  preference  on  the 
estate  for  his  business  account? 

(d)  Should  the  law  agent  in  the  sequestration  be  the 
cautioner  for  the  trustee's  intromissions? 

(e)  How  should  the  law  agent's  expenses  be  taxed? 
5.~The  Trustees 

{a)  Should  the  commissioners  on  the  estate  fix  the 
trustee's  commission? 

(b)  How  should  the  trustee's  commission  be  fixed ; 
on  receipts  or  payments,  or  both? 

{c)  Where  the  trustee  realises  heritable  property 
should  his  commission  be  paid  upon  the  value  of  the 
property  realised,  or  on  the  reversion  after  paying  the 
bonds? 

(d)  Should  the  trustee's  accounts  be  made  up  earlier 
than  four  months  from  the  date  of  sequestration? 

(€)  Should  the  first  dividend  be  paid  earlier  than  six 
months  from  the  date  of  sequestration  in  the  ordinary 
course  ? 
6. — The  Commissioners. 

(a)  Should  the  number  be  three  or  five? 

{b)  Should  they  meet  together  to  transact  the  business 
of  the  sequestration? 

CoateatM  of  No.  1646^  June  23,  1906. 
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BanH  Hate  of  SHBConnu 


Sept.  28th  1905 4% 

April  5th  1906 3j^ 

May  4th    .,  4% 

June  2rst    „  3}*^ 


The  Chartered  Hcconntants* 
Benevolent  Ussociatione 

PruidMU: 
B.  WATBRHOUSB.  Esq. 

Tr§A$uf»rs : 

J.  DIX  LEWIS.  Esq. 

F.    W.    PIXLEY,    Esq. 

GERARD  VAN  DE  LINDE,  Esq. 

Banktrs : 
WILLIAMS  DEACON'S  BANK.  LIM. 


I^nring  the  year  ended  31st  March  1906.  Relief  was 
granted  in  29  cases  to  the  amount  of  ^876  7s.  6d. 

[donations  and  Annuities  to  necessitous  Members 
are  paid  only  out  of  the  net  Income  received  from 
Annual  Subscriptions  and  Investments. 

fi^W  Donations  and  legacies  are  invested. 

J^emberp  of  the  Institute  of  Chartered  Accountants 
are  earnestly  requested  to  become  Members  of 
the  Association. 


MooROATS  Place. 
London,  B.C. 


GEORGE    COLVILLE. 

Secretary, 


Fowler  &  Pettier, 

AUCTIONEERS,  SURYETORS    ft   VALUERS. 


RKOISTKR     OF     CITY     OFFICES,     SHOPS,     WAKEHOUSKS,     ETC. 

TO     BE     LET     OR     SOLD. 

MANAGEMENT     AND     SALE     OF     REAL     ESTATE, 


A.  a  fOWLBR,  r.s.1. 
0.  S.  POTTIER    r.A.L 


85  WALBROOK,  BX. 
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{Pagt  190) 
Liuiusd  Homts  present  some  rather  special  features.  The  goodwill 
>ttsff*^*'*g  to  the  license  gives  the  lease  or  freehold  of  licensed  premises 
a  market  value  greatly  in  excess  of  their  real  value  as  buildings.  To 
be  properly  considered,  the  value  of  the  premises  and  the  license  most 
be  separated.  The  former  should  be  depreciated  in  the  usual  way, 
leaving  the  license  alone  to  be  considered.  A  license  on  freehold  pre- 
mises does  not  depreciate,  but  a  license  on  leasehold  premises  passes 
away  with  the  premises  and  must  therefore  be  depreciated  like  a  lease. 
A  lioenae  may  at  any  time  be  lost— either  for  misconduct  or  for  no  rett- 
■Oft— bat  this  Is  a  contingency  outside  the  scope  of  depiBclAtion.  It 
aay,  howevei,  be  provided  against  by  Insurance,  which  wotild  mppeiff 
iDbc  B  most  pradent  course  to  adopt. 
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liberal  basis  If  the  lloense  Is  Insured. 
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Municipal  Treasurers'  Conference.— I. 


HTHE  Twenty-first  Annual  General  Meeting 
of  the  Institute  of  Municipal  Treasurers 
and  Accountants  opened  at  the  County  Hall, 
Carlisle,  on  the  7th  inst.,  under  the  Presidency 
of  Mr.  G.  A.  Thorpe,  of  Bradford. 

The  report  of  the  Council  showed  that  there 
had  been  38  candidates  for  the  Final  Examina- 
tion of  the  Institute,  of  whom  26  satisfied  the 
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examiners,  and  50  for  the  Preliminary  Exami- 
nation, of  whom  38  were  successful.  These 
figures  related  to  the  examinations  held  in  May 

1905,  the  results  of  which  were  not  published 
in  time  to  be  announced  at  the  last  annual 
conference.     At  the  examinations  held  in  May 

1906,  40  candidates  were  for  the  Final,  and  68 
for  the  Preliminary,  thus  showing  a  very 
satisfactory  improvement  in  the  last-named.  It 
was  further  announced  that,  as  the  outcome  of 
a  conference  held  at  Edinburgh  last  March,  20 
Scottish  officials  had  been  admitted  as  members 
of  the  Institute,  and  2  as  Associates.  These 
admissions  will  doubtless  be  generally  regarded 
as  increasing  the  authority  of  the  Institute  to 
speak  upon  matters  relating  to  the  accounts  of 
local  authorities,  in  that  although  the  law 
relating  to  Scottish  bodies  is  in  many  important 
respects  quite  different  from  that  obtaining  in 
this  country,  local  authorities  in  Scotland  have 
undoubtedly  a  better  name  than  in  England  for 
careful  and  businesslike  management  and 
organisation. 

The  members  having  been  welcomed  by 
Mr.  W.  I.  R.  Crowder,  M.A.  (Mayor  of  Carlisle), 
Mr.  G.  A.  Thorpe,  the  retiring  President, 
delivered  what  our  contemporary  The  Municipal 
Journal  describes  as  "  a  lengthy  address."  Inas- 
much, however,  as  its  report  thereon  does  not 
exceed  four  columns,  it  would  seem  that  our 
contemporary  has  very  considerably  condensed 
its  report  of  what  one  would  have  imagined 
that  it  would  have  regarded  as  the  event  of 
the  year.  We  are  glad  to  be  able  to  place 
before  our  readers  a  full  and  verbatim  report 
of  Mr.  Thorpe's  address,  which  will  be 
found  in  another  column.  The  President 
devoted  himself  chiefly  to  three  specific 
matters — the  uniform  rate,  the  desirability 
of  increased   national   aid  for  the  ratepayer,  I 


and    the    effect    of    the    Sinking    Fund    in 
municipal  trading. 

With  regard  to  the  first-named,   we  agree 
with   the  President  in  regretting  that,  owing 
to  the  attitude  adopted  by  the  Local  Govern- 
ment  Board,  clauses  providing  for  one  con- 
solidated  rate   should  have  been  struck    out 
of    various    private    Bills,  apparently  on   no 
higher  ground    than  that  general  legislation 
should  provide  for  it  at  one  stroke.     That  there 
are  many  arguments  in  favour  of  the  abolition 
of  the  present  anomalous  state  of  aCTairs  goes, 
of  course,  without  saying,  and  in  consequence 
anything  that  may  delay  the  advent  of  a  very 
necessary  and  useful  reform  is  to  be  deplored. 
But  although,  speaking  from  the  local  point  of 
view,  it  is  thus  an  easy  matter  to  criticise  the 
attitude  of  the    Government   Department,   it 
must  be  admitted  that  this  is  certainly  one  of 
the  points  upon  which  uniformity  is  desirable. 
At   a  time,   therefore,  while  a   Departmental 
Committee  is  considering  the  whole  subject  of 
municipal    accounts  —  which,    we     presume, 
includes  the  subject  of  the  proposed  consolidated 
rate — it  must  be  admitted  that  there  is  a  good 
deal  to  be  said  in  favour  of  postponing  piece- 
meal legislation,  which,  unless  it  has  been  so 
well  thought  out  as  to  be  capable  of  universal 
adoption,  might  well  delay  rather  than  hasten 
the  advent  of  a  properly  matured  and  equit- 
able general  scheme. 

While  the  average  ratepayer  continues  to  be 
constitutionally  unable  to  see  anything  more 
than  a  year  in  front  of  his  nose,  the  clamour 
for  increased  grants  in  aid  will  doubtless  con- 
tinue to  be  popular ;  but  we  must  confess  that 
we  are  a  little  surprised  that  anyone  occupying 
a  responsible  position,  and  presumably  trained 
in  finance,  should  find  much  to  be  said  in 
favour  of  a  policy,  the  chief  practical  eflfect  of 
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which  is  to  conceal  responsibility.  Unquestion- 
ably, if  the  spending  of  money  is  deputed  to 
persons  who  have  been  in  no  way  subjected 
to  the  odium  of  having  extracted  it  from 
the  pockets  of  the  community,  the  direct 
and  inevitable  tendency  is  to  encourage  extra- 
vagance. The  only  possible  justification,  there- 
fore, for  grants  in  aid  is,  it  seems  to  us,  with  a 
view  to  levelling  up  matters  between  local 
authorities,  so  that  the  more  impecunious  may 
receive  assistance  at  the  hands  of  the  most 
opulent,  which  will  enable  them  to  adequately 
discharge  those  services  which  are  not  merely 
to  the  advantage  of  their  own  inhabitants,  but 
also  for  more  general  and  widespread  utility. 
Per  contra  there  can,  of  course,  be  httle 
doubt  that  certain  moneys  raised  locally  ought 
not,  in  an  ideal  state,  to  be  available  for  local 

'  expenditure.  In  particular  do  we  allude  to 
Police  Court  fines,  which  have  of  late  amounted 

.  to  little  short  of  a  scandal  in  certain  localities, 
being  admittedly  inflicted  not  for  the  legitimate 
purpose  of  proving  a  deterrent  to  past  and 
prospective  oflTenders,  but  as  a  means  of  raising 
revenue  applicable  towards  the  reduction  of 
rates.  While  we  have  absolutely  no  sympathy 
with  law-breakers  of  any  description,  we  think 
we  may  say  without  fear  of  contradiction  that 
if  fines  are  to  be  levied  for  the  purposes  of  the 
income  that  may  be  derived  therefrom,  the 
administration  of  impartial  justice  is  in  very 

-serious  danger.  The  whole  subject  is,  of 
course,  primarily  outside  the  domain  of  finance, 
or  at  least  should  be ;  but  as  it  has  been  referred 
to  by  the  President  of  the  Institute  of  Muni- 
cipal Treasurers  and  Accountants  in  the  annual 
address  without  any  mention  whatever  of  the 
abuse  to  which  we  have  drawn  attention,  we 
feel  that  it  is  unnecessary  for  us  to  apologise 
for  referring  to  a  matter  which,  under  no  con- 


ceivable circumstances,  ought  to  be  regarded 
as  a  question  of  ways  and  means. 

With  regard  to  the  function  of  the  Sinking 
Fund  in  the  accounts  of  Trading  Departments, 
we  must  confess  to  a  feeling  of  disappointment 
at  the  statement  of  the  position  that  has 
been  put  forward.  We  were,  of  course,  pre- 
pared for  a  point  of  view  which,  for  want  of  a 
better  term,  can  only  be  described  as  the  point 
of  view  of  the  municipalist — and  it  is  very 
natural  that  there  should  be  found  a  consider- 
able amount  of  bias  in  the  way  in  which  that 
point  of  view  was  expressed — but  we  had  at 
least  hoped  that  if  the  subject  was  to  be 
referred  to  at  all  it  would  have  been  mentioned 
after  a  sufficient  investigation  to  have  enabled 
Mr.  Thorpe  to  come  within  measurable  distance 
of  a  comprehension  of  the  real  issues  involved. 
It  is  on  account  of  his  failure  in  this 
respect  that  we  feel  inclined  to  despair  of  any 
improvement  in  the  present  essentially  unsound 
financial  policy  of  the  majority  of  local  autho- 
rities, unless  outside  expert  opinion  is  called  in. 
As  no  discussion  upon  the  paper  before  us  was 
reported  in  the  columns  of  our  contemporary, 
we  can  only  assume  that  the  views  expressed 
were  accepted  without  discussion,  which  is 
certainly  unsatisfactory,  although  not  perhaps 
altogether  unexpected. 

Mr.  Thorpe  states  that  the  opponents  of 
municipal  trading  either  wilfully  or  unknow- 
ingly withhold  one  important  factor  which,  in 
any  comparison  between  municipal  and  private 
trading,  should  be  writ  large ;  and  that  is  the 
annual  purchase  year  by  year  of  the  under- 
taking through  the  operation  of  the  Sinking 
Fund,  which  is  a  statutory  obligation  imposed 
upon  municipalities,  but  which  is  none  the  less 
clear  profit,  and  a  feature  which  must  not  be 
lost  sight  of  in  any  comparison  between  the 
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profits  of  private  and  municipal  trading.  This 
statement,  if  it  means  anything  at  all  and 
is  not  designed  to  mislead,  must  mean  that 
in  order  to  arrive  at  the  true  profit  earned 
by  a  municipal  trading  undertaking  the 
amount  of  the  statutory  Sinking  Fund  instal- 
ment must  be  added  to  the  credit  balance  on 
Revenue  Account ;  or,  in  the  event  of  the 
balance  on  Revenue  Account  being  a  debit,  that 
balance  must  be  deducted  from  the  Sinking 
Fund  instalment  and  the  difference  treated  as 
the  true  profit  derived  from  the  Trading 
Department.  That  is  to  say,  Mr.  Thorpe, 
speaking  in  his  capacity  as  President  of  the 
Institute  of  Municipal  Treasurers  and  Accoun- 
tants, deliberately  wishes  it  to  be  understood 
that,  irrespective  of  charges  in  respect  of 
Sinking  Fund,  all  necessary  charges  against 
Revenue  to  determine  the  true  net  profit  of  a 
trading  undertaking  are  habitually  and  custom- 
arily charged.  This  statement,  it  will  be  seen, 
is  entirely  at  variance  with  that  of  those  muni- 
cipalists  who  contend  that  the  statutory  pro- 
vision for  Sinking  Fund  year  by  year  takes  the 
place  of,  and  is  to  be  regarded  as  in  substitution 
of,  the  necessary  annual  provision  for  the  depre- 
ciation of  assets.  That  there  is  a  very  serious 
discrepancy  between  these  two  views  must, 
we  should  imagine,  be  apparent  even  to  those 
who  have  made  no  special  study  of  accounts ; 
yet,  apparently,  Mr.  Thorpe  has  not  thought 
it  necessary  even  to  so  much  as  refer  to  the 
widely  published  view  of  the  situation,  which 
is  so  essentially  antagonistic  to  his  own. 


Amendmeiit  of  the  Deeds  of    Arrangement 
Act,    1887, 


T*HE  further  consideration  of  the  provisions 
^  contained  in  the  draft  Bill  appended  to 
the  letter  from  Mr.  David  P.  Davies, 
F.S.A.A.,  which  appeared  in  our  issue  of  the 
i6th  inst.,  while  in  no  way  detracting  from  the 


interest  attaching  to  this  communication, 
raises  a  considerable  doubt  as  to  the  practica- 
bility of  the  suggested  reform. 

Shortly  stated,  our  correspondent's  recom- 
mendations appear  to  be  to  the  effect  that 
upon  the  appointment  of  a  trustee  under  a 
deed  of  arrangement  he  shall  give  security  and  ^ 
give  notice  to  all  the  creditors  disclosed  by  the 
debtor  of  the  existence  of  the  deed.  In  the 
event  of  a  petition  in  bankruptcy  being  filed, 
the  trustee  shall  have  power  to  appear  and 
oppose  the  petition,  and  the  Court  may  if  it 
think  fit,  instead  of  making  a  receiving  order, 
confirm  the  existing  trust,  either  retaining  the 
existing  trustee  and  committee  of  inspection, 
or  removing  any  or  all  and  appointing  others 
in  their  stead.  Power  is  also  given  to  the 
trustee  under  the  deed  to  apply  to  the  Court 
for  confirmation  thereof  even  when  no  petition 
in  bankruptcy  has  been  filed ;  in  which  event 
the  Court  shall  have  like  powers,  save 
apparently — ^and,  of  course,  quite  reasonably — 
it  has  no  power  to  make  a  receiving  order  when 
no  petition  has  been  filed.  In  the  event  of  a 
deed  being  confirmed  by  fraud,  misrepresenta- 
tion, or  the  concealment  of  any  material  fact, 
power  is  reserved  to  set  aside  the  order  of  con- 
firmation ;  and  there  are  other  minor,  but,  of 
course,  important  provisions  of  detail  as  to 
the  keeping  of  a  separate  Banking  Account  for 
the  moneys  relating  to  the  estate,  and  the  like. 

The  weak  part  about  Mr.  Davies's  scheme,  it 
seems  to  us,  is  that  for  all  practical  purposes 
it  would  revive  the  system  of  liquidation  by 
arrangement  or  composition,  which  obtained 
under  the  Bankruptcy  Act,  1869,  was  abolished 
under  the  Act  of  1883,  and  is  never  likely  to 
be  restored,  in  consequence  of  the  enormous 
abuses  that  this  system  gave  rise  to — ^abuses 
on    the    part    of  trustees,    of   the    solicitors 
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employed  by  them,  and  of  debtors.  It  was 
virtually  an  arrangement  under  which  a 
majority  of  creditors  could  bind  a  minority  to  take 
what  they  could  get,  which  frequently  amounted 
.to  nothing  at  all,  and  deprived  them  of  all 
effective  rights  of  inquiry  into  the  conduct  of 
the  debtor  or  the  subsequent  administration  of 
'  his  estate.  Of  course,  the  amended  plan  put 
forward  by  our  correspondent  does  provide 
certain  safeguards,  but  it  does  not  provide  any 
inquiry  into  the  conduct  of  the  debtor,  nor 
apparently  does  it  provide  any  effective  means 
of  checking  the  expenditure  incurred  by  the 
trustee  under  the  deed.  There  can  be  little 
doubt  that  if  such  a  Bill  were  passed  bank- 
ruptcy proceedings  would  become  practically 
obsolete  in  all  cases  where  there  were  any 
assets  to  be  dealt  with,  but  no  very  efficient 
safeguards  would  be  provided  to  ensure  that 
creditors  derived  any  benefit  from  the  altered 
procedure.  Moreover,  if  we  wish  to  be 
practical,  it  is  important  to  bear  in  mind  that 
there  is  no  chance  of  any  bankruptcy  legisla- 
tion which  does  not  receive  the  support  of  the 
Board  of  Trade ;  and  a  system  which  would 
have  the  effect  of  taking  away  from  the  Official 
Receiver's  Department  all  the  little  business 
that  it  now  transacts  and  that  is  worth  having, 
would,  in  the  nature  of  things,  be  likely  to  be 
unpopular  enough  both  at  Carey  Street  and  at 
Whitehall. 

For  our  own  part,  we  would  approach  the 
subject  from  an  entirely  different  point  of  view, 
aiming  not  at  offering  express  facilities  for 
•insolvent  debtors  to  make  arrangements  with 
their  creditors  outside  bankruptcy,  which  would 
be  certain  to  be  opposed  officially,  but  rather  at 
correcting  admitted  abuses  in  the  procedure  of 
the  Deeds  of  Arrangement  Act  itself;  to  some 
extent  remedying  those  abuses  by  introducing 


a  modified  system  of  official  control  in  connec- 
tion with  deeds  of  arrangement,  and  then 
leaving  the  two  systems  to  stand  side  by  side — 
to  stand  or  fall  upon  their  intrinsic  merits. 

In  the  first  place,  we  would  provide  that  no 
deed  of  arrangement  should  be  effective  until  it 
had  been  lodged  for  registration,  accompanied 
by  a  declaration  in  the  prescribed  form  signed 
by  the  trustee,  intimating  his  willingness  to  act, 
and  a  cover  note  for  an  amount  equal  to 
the  estimated  value  of  the  assets  as  jointly 
declared  by  himself  and  the  debtor  had 
been  lodged  with  the  Registrar.  Power 
should  be  reserved  to  the  Board  of  Trade 
to  remove  a  trustee  so  appointed  at  any 
time  upon  good  cause,  and  thereupon  the 
Official  Receiver  for  the  district  should  become 
trustee  until  such  time  as  the  creditors  could 
be  called  together  and  by  resolution  appoint 
another  in  his  place  if  they  thought  fit.  The 
Board  of  Trade  should  deal  with  such  appoint- 
ments in  e^rtLctly  the  same  way  as  trusteeships 
in  bankruptcy  are  at  present  dealt  with,  but 
under  this  system  the  trustee  nominated  would 
act  at  once,  and  continue  to  act  until  such  time 
as  he  might  be  removed  by  the  Board 
of  Trade  or  by  vote  of  the*  creditors.  We 
regard  it  as  most  important  that  the  trustee 
should  in  some  formal  way  intimate  his 
willingness  to  act,  so  that  he  may  become 
responsible  for  what  subsequently  transpires, 
and  so  that  the  abuse  of  a  non-existent  person 
being  appointed  trustee  may  be  overcome. 

As  soon  as  practicable  after  his  appointment 
it  should  be  the  duty  of  the  trustee  to  call  a 
meeting  of  creditors,  notice  of  which  should  be 
!  advertised ;  and  at  such  meeting  if  the  creditors 
by  a  majority  of  (say)  three-fourths  in  value  and 
a  clear  majority  in  number  resolve  in  favour  of 
the  estate  being  administered  under  thejdeed. 
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such  resolution  should  be  binding  on  all 
creditors  present  at  that  meeting,  save  those 
who  have  actually  voted  against  the  resolution. 
It  should  be  the  duty  of  the  trustee  to  report 
to  the  local  Bankruptcy  Court  as  to  the  result 
of  the  creditors*  meeting,  and  the  Court — after 
hearing  all  interested  parties — should  confirm 
the  deed  or  forthwith  make  a  receiving  order 
against  the  debtor  as  it  thinks  just,  its  decisions 
in  this  respect  being,  of  course,  subject  to  the 
usual  right  of  appeal.  The  effect  of  an  order 
of  Court  confirming  the  deed  should  be  to 
estop  anyone  from  presenting  a  petition  in 
bankruptcy  against  the  debtor  in  respect  of 
liabilities  incurred  prior  to  the  date  of  the  deed  ; 
and,  in  the  event  of  a  receiving  order  being 
made,  the  trustee  under  the  deed  should  be 
required  to  account  to  the  Official  Receiver 
with  the  same  strictness  as  a  special  manager 
in  bankruptcy  is  now  required  to  account.  At 
the  conclusion  of  the  realisation,  and  once  at 
least  in  every  six  months  during  the  continu- 
ance thereof,  the  trustee  should  be  required  to 
call  a  meeting  of  creditors,  and  to  submit  to 
them  a  general  statement  and  an  account  of 
his  receipts  and  payments.  Such  account 
should  have  been  previously  audited  by  two 
creditors  nominated  at  the  first  meeting  of 
creditors,  and  upon  being  approved  at  the  half- 
yearly  meeting  should  be  filed  with  the  Board 
of  Trade  and  there  be  open  to  the  inspection  of 
all  interested  parties.  Any  creditor  dissatisfied 
with  the  conduct  of  the  trustee,  or  with  the 
conduct  of  affairs  generally,  should  have  the 
same  right  of  application  to  the  Court  that  he 
enjoys  in  bankruptcy;  and,  similarly,  the  trustee 
should  have  the  same  right  of  application  to  the 
Court  for  directions.  If  at  any  time  during  the 
continuance  of  the  trust  the  trustee  is  of  opinion 
that  it  would  be  for  the  benefit  of  the  estate 
that  the  machinery  of  bankruptcy  should  be 
invoked,  he  should  have  the  right  of  petitioning 
for  a  receiving  order  against  the  debtor,  notwith- 


standing the  fact  that  the  deed  has  been 
already  confirmed  by  the  Court ;  and  upon  the 
hearing  of  such  petition  the  Court  should  act 
in  such  manner  as  it  thinks  desirable  in  the 
interests  of  the  estate.  In  the  event  of  a  trustee 
declining  to  file  a  petition  against  the  debtor, 
under  such  circumstances  any  creditor  whose 
claim  has  been  admitted  should  have  the  right 
to  appeal  to  the  Court  against  the  trustee's 
refusal,  whereupon  the  Court  should  make  such 
order  as  it  thinks  just.  The  trustee  under  the 
deed  should  in  these  cases  be  continued  as  the 
trustee  in  the  bankruptcy. 

Minor  but  important  provisions  would  be  for 
the  lodgment  of  all  moneys  belonging  to  the 
estate,  and  an  account  should  be  opened  in  the 
name  of  the  estate  at  a  bank,  being  one  of  a  list 
of  banks  approved  by  the  Board  of  Trade  ;  and 
at  the  closing  of  an  estate  the  trustee  should  be 
required  to  pay  all  unclaimed  dividends  into  a 
special  account  at  the  Bank  of  England,  to  be 
dealt  with  like  unclaimed  dividends  in  bank- 
ruptcy. On  the  completion  of  a  realisation 
and  the  payment  of  a  final  dividend,  a  final 
meeting  of  creditors  should  be  convened,  and 
at  such  meeting  a  resolution  should  be  passed 
approving  the  final  accounts  of  the  trustee 
and  conditionally  releasing  him  from  the 
trust.  Upon  the  lodgment  of  the  final 
audited  and  approved  accounts  with  the 
Board  of  Trade,  together  with  a  certified  copy 
of  the  resolution,  such  release  should  become 
absolute,  subject  to  the  right  of  any  creditor  to 
apply  to  the  Bankruptcy  Court  for  such  release 
to  be  revoked  on  the  ground  of  firaud,  where- 
upon the  liabilities  of  the  trustee  should 
revive.  Another  important  but  generally 
neglected  provision  would  be  that  the  execu- 
tion by  a  debtor  of  a  deed  of  arrangement 
should,  if  confirmed,  be  a  release  to  the  debtor 
against  the  claims  of  all  creditors  scheduled  by 
him,  but  not  against  any  other  claims  unless 
the  Court  so  orders ;  but  that  in  cases  where 
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the  exact  amount  due  to  certain  creditors  was 
bo7id  fide  in  doubt  the  debtor  might  make  pro- 
vision in  general  terms  for  unascertained 
liabilities  not  exceeding  a  certain  sum,  and 
such  reserve  should  be  regarded  as  a  disclosure 
of  those  claims  of  creditors  which  are  first 
established  and  which  were  not  included  in 
.detail  in  the  debtor's  schedule  of  liabilities. 
The  possibility  of  fraud  arising  from  a  deed  of 
assignment  not  relating  to  the  whole  of  a 
debtor's  estate  would,  it  is  thought,  be  suffi- 
ciently covered  by  rendering  the  debtor  liable 
to  an  adjudication  in  bankruptcy  at  any  time 
on  the  petition  of  the  trustee  under  the  deed. 
It  might,  however,  be  desirable  to  add  a  further 
clause  that,  in  the  event  of  the  realisation  under 
the  deed  being  completed  and  the  estate  closed 
before  the  concealment  of  assets  came  to  the 
knowledg:e  of  any  creditor  under  that  deed, 
his  right  to  petition  in  bankruptcy  should  be 
revived. 

It  will  be  seen  that  the  points  which  we 
regard  as  being  the  more  material  in  any 
amendment  of  the  existing  law  with  regard  to 
private  arrangements  are  (i)  that  proper  steps 
should  be  taken  to  secure  the  appointment  of 
only  responsible  persons  as  trustees,  and  to 
provide  for  their  reasonable  supervision  and 
control ;  (2)  that  proper  steps  should  be  taken 
to  provide  that  a  debtor  shall  only  be  able  to 
escape  bankruptcy  as  a  condition  of  com- 
pletely disclosing  his  affairs,  and  reasonably 
assisting  in  their  realisation  in  every  possible 
way ;  (3)  that  no  isolated  creditor,  out  of  mere 
vindictiveness  or  other  improper  motive,  shall 
have  the  right  of  throwing  the  estate  into 
bankruptcy  to  the  detriment  of  the  interests  of 
creditors  generally;  (4)  that  in  the  event  of 
bankruptcy  following  after  administration 
under  a  deed,  all  bond  fide  transactions  entered 
into  shall  be  duly  protected. 

We  shall  be  glad  to  hear  the  views  of  other 
of  our  readers  upon  this  interesting  problem. 


Meeftli?  ViotCB. 


Limited  ^"  ^^^  House  of  CommoDS  last  week 

Gompanlu  and     Sir  Williams  Evans  Gordon  asked  the 

AnnaalAoeoaDte.    p^^gj^g^j    ^f    ^^e    Board    of    Trade 

whether  his  attention  had  been  called  to  the  growing 
practice  among  certain  classes  of  limited  liability  com- 
panies of  ignoring  the  Companies  Act  by  omitting  to 
call  annual  meetings  and  omitting  to  present  annual 
reports  and  accounts  as  required  by  the  Act  and  their 
articles  of  association ;  and  whether,  in  the  interests 
of  investors  and  the  commercial  credit  of  this  country, 
he  proposed  to  take  any  steps,  either  by  Board  of 
Trade  enquiry  or  otherwise,  to  enforce  the  law.  Mr. 
Lloyd  George,  replying  to  the  question,  is  reported  to 
have  stated  that  his  attention  had  been  called  to  the 
practice,  and  he  proposed  to  consider  what  amend- 
ments of  the  company  law  generally  were  desirable 
when  he  received  the  report  of  the  Committee  now 
sitting.  He  stated  that  he  expected  the  report  of  the 
Committee  almost  immediately. 


Income  Tax  and  H  is  reported  that  the  attention  of 
Catoal  Traden.  sir  Charles  Dilke,  M.P.,  Chairman  of 
the  Income  Tax  Committee,  has  been  called  to  the 
fact  that  many  traders  at  the  Earl's  Court  Exhibition, 
dealing  in  fancy  goods,  &c.,  have  no  permanent  premises 
in  this  country,  and  subsequently  may  escape  the 
payment  of  income-tax.  A  contemporary  says  that  the 
question  raised  is  one  of  interest  to  taxpayers, 
especially  in  the  West  end,  where  interesting  foreigners 
open  shops  for  the  season,  and  when  that  is  over 
quietly  steal  away.  Such  methods  of  trade,  it  is  said, 
must  be  profitable,  otherwise  we  should  not  have  them 
repeated  annually  on  so  extensive  a  scale,  and  a  plea 
is  made  that  the  net  of  the  income-tax  officials  should 
be  cast  in  their  direction. 


Railway 
jLccounti. 


It  is  reported  that  the  Board  of  Trade 
has  appointed  a  Committee  to  con- 
sider and  report  what  changes,  if  any,  are  desirable  in 
the  form  and  scope  of  the  accounts  and  statistical 
returns  (capital,  traffic,  receipts,  and  expenditure) 
rendered  by  railway  companies  under  the  Railway 
Regulation  Acts.  The  Chairman  of  the  Committee  is 
Mr.  A.  C.  Cole,  a  director  of  the  Bank  of  England. 
Three  railway  companies  are  represented  by  Mr.  W. 
Bailey,  Sir  Charles  J.  Owens,  and  Mr.  G.  J.  Whitelaw ; 
Mr.  G.  Stapylton  Barnes  and  Mr.  A.  Wilson  Fox,  C.B., 
attend  on  behalf  of  the  Board  of  Trade ;  while  share- 
holders and  other  critics  may  be  said  to  be  represented 
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by  Mri  W.  N.  Acworth,  Mr.  George  Paisb,  and  the 
Hon.  George  Peel.  The  names  of  Mr.  W.  N.  Acworth 
and  the  Hon.  George  Peel  will  doubtless  be  well  known 
to  all  who  take  an  interest  in  British  railway  affairs, 
and  it  may  be  said  that  Mr.  George  Paish  of  the  Statist 
has  done  some  excellent  work  with  regard  to  the 
reform  of  statistics.  Without  seeking  in  any  way  to 
anticipate  the  labours  or  conclusions  of  the  Committee, 
we  think  that  the  need  for  reform  is  certainly  very 
strong,  both  as  regards  accounts  and  statistics.  The 
accounts  themselves  might  be  made  to  show  much 
more  detail,  or,  at  any  rate,  the  channels  of  intake  and 
outflow  might  certainly  be  given  in  greater  detail.  A 
reclassification  generally,  especially  as  regards  the 
Revenue  Account,  might  also  be  valuable.  As  to 
statistics,  the  question  of  ton  mileage  and  passenger 
mileage  still  remains  to  be  fought  out,  and  it  will  be 
interesting  to  see  not  only  what  evidence  the  Committee 
is  able  to  attract  in  support  of  either  side,  but  also  to 
what  conclusions  it  arrives.  Complaint  has  been  made 
in  the  columns  of  the  financial  press  that  no  indepen- 
dent professional  accountant  has  been  included  on  the 
investigating  body.  We  think  it  is  a  pity  that  the 
complaint  should  be  justified,  but  doubtless  the  Com- 
mittee will  give  those  members  of  the  profession  best 
qualified  to  speak  an  opportunity  of  presenting  their 
views. 


k  Hoval  Waiver    ^  financial  contemporary  calls  atten- 
CiAQM.  tion  to  the  fact  that  the  articles  of 

association  of  a  certain  tea  company,  on  pension  lines, 
provide  that  "  no  customers  shall  have  any  right  of 
"  action  against  the  company  or  any  of  its  directors  for 
"  any  withdrawal  of  benefits,  and  all  customers  of  the 
"  company  shall  be  deemed  to  have  had  notice  of  and 
«  shall  not  be  allowed  to  plead  that  they  have  not  had 
"  notice  of  this  clause."  Our  contemporary  very  pro- 
perly adds  that  it  would  be  interesting  to  know  whether 
the  directors  of  this  company  intend  to  take  adequate 
measures  for  the  purpose  of  bringing  this  clause  under 
the  notice  of  their  customers,  or  whether  they  will 
regard  its  appearance  in  the  articles  of  association  as 
a  sufficient  warning.  It  would  also  be  interesting,  we 
think,  to  know  whether  such  a  clause  is  strictly  legal. 

Bond  iBTutDMBt  '^^^  Bill  introduced  in  the  House  of 
Oompaalai.  Commons  by  Mr.  Kearley,  on  behalf  of 
the  Board  of  Trade,  to  provide  for  the  better  regulation 
of  bond  investment  companies  contains  some  interest- 
ing clauses.  To  begin  with,  the  expression  <<  bond 
investment  companies "  is  defined  as  meaning  "  any 
"person  or  persons,  corporate  or  unincorporate,  not 
"  being  a  society  registered  by  the  Registrar  of  Friendly 
*'  Societies,  and  not  being  a  life  assurance  company, 
"  who  carry  on  the  business  of  issuing  bonds  by  which 


"  the  company,  in  return  for  periodical  subscriptions  or 
**  any  other  payment,  contracts  to  pay  to  the  bond- 
*'  holder  a  sum  at  a  future  date."  It  is  proposed  that 
before  a  bond  investment  company  is  established  or 
commences  business  there  shall  be  deposited  with  the 
Court  the  sum  of  ;f  10,000,  to  be  returned  when  the 
funds  set  apart  and  secured  for  the  bondholders  amoant- 
to  ;^20,ooo.  The  certificate  of  the  Registrar  of  Joint 
Stock  Companies  shall  not  be  issued  until  such  deposit 
has  been  made.  Another  clause  provides  that  at  the^ 
close  of  each  financial  year  a  statement  of  revenue  and 
a  Balance  Sheet  shall  be  prepared,  with  an  actuarial 
investigation  and  report,  once  at  least  in  every  five 
years.  The  measure  also  provides  for  the  winding-up 
of  a  company  on  the  petition  of  a  bondholder,  and 
enacts  that  no  advantage  dependent  upon  lot  or  chance 
shall  be  given  to  bondholders.  There  is  the  usual  pro- 
vision for  the  registration  of  documents  with  the  Board 
of  Trade,  where  they  will  be  open  for  inspection,  and 
the  penalties  are  sufficiently  heavy  to  be  effective. 
There  seems  little  doubt  that  the  Bill  will  become  law, 
and  it  should  exercise  a  very  beneficial  effect. 


TiM  Law*s 

Delays. 


Unsatisfactory  as  was  the  state  of 
business  in  the  King's  Bench  Division 
at  the  opening  of  the  present  term,  matters  appear  id 
be  going  from  bad  to  worse,  no  fewer  than  four  Judges 
having  for  one  reason  or  another  been  absent  from  the 
Courts.  Mr.  Justice  Bucknill  continues  to  sit  in  th^ 
Probate,  Divorce,  and  Admiralty  Division,  Mr.  Jostice 
Channell  is  unfortunately  still  absent  through  illness, 
and  Mr.  Justice  Grantham  and  Mr.  Justice  Walton 
have  been  engaged  on  election  petitions.  Some  slight 
relief  has  been  afforded  by  the  appointment  of  Mr. 
William  Pickford,  K.C.,  as  a  Commissioner  of  Assize, 
but  until  it  becomes  the  rule  to  appoint  Commissioners 
to  fill  all  casual  vacancies  in  the  King's  Bench  owing  to 
illness  pr  other  causes,  there  seems  to  be  little  prospect 
of  keeping  down  the  ever-growing  list  of  arrears. 


Bolloltora  and  '^^^  circular  recently  issued  by  the 
Mon-Letfai  Incorporated  Law  Society  of  Liver- 
BaiiBMi.  p^jqI^  ^^  which  we  drew  attention  in 
our  last  issue,  has  also  been  commented  upon  by  the 
Law  Journal,  Our  contemporary  points  out  that  in 
1887  the  Council  of  the  Law  Society  expressed  the 
opinion  that  there  was  no  objection  to  a  solicitor  acting 
as  an  auctioneer,  but  that  it  would  be  necessary  for 
him  to  take  out  an  auctioneer's  licence,  and  his  charges 
would  be  regulated  according  to  the  general  order 
under   the    Solicitors*    Remuneration    Act,    and    not 

according  to  the  auctioneers'  scakC  In  1893  a  farther 
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pronouncement  was  made,  to  the  effect  that  the  Council 
was  not  aware  of  any  reason  which  made  it  illegal  for 
a  solicitor  to  act  as  stockbroker  or  land  agent.  These 
pronouncements  may  in  all  probability  be  taken  as 
disposing  of  our  inquiry  as  to  whether  the  Council  at 
head-quarters  would  adopt  quite  so  broad  a  view  of  the 
scope  permitted  to  practising  solicitors  as  the  Liverpool 
Society,  but  in  no  other  way  affects  our  argument  as  to 
the  undesurability  of  solicitors  undertaking  work  for 
which  they  are  not  fitted  either  by  training  or 
experience.  Our  contemporary,  however,  gives  an 
additional  reason  why  it  would  be  sorry  if  any  large 
number  of  solicitors  made  it  a  practice  to  undertake 
the  duties  of  other  callings.  Their  dual  capacity,  it 
states,  might  sometimes  result  in  difficulties,  and  there 
cannot  be  the  least  doubt  that  the  risks  coming  under 
this  heading  might  easily  assume  serious  proportions. 
For  instance,  if  a  man  employs  his  solicitor  as  accoun- 
tant, auctioneer,  stockbroker,  or  banker,  who  has  he  to 
turn  to  for  advice  in  the  event  of  his  being  dissatisfied 
with  the  manner  in  which  these  duties  have  been  per- 
formed, and  desiring  to  consider  the  chances  of  success 
that  would  attend  an  action  for  negligence  ? 


Th«  OoMn  The  Ocean  Accident  and  Guarantee 
OoarantM  Corporation,  Lim.,  having  obtained  the 
Corporation,  Urn.  necessary  powers,  has  now  established 
a  Fire  Insurance  Department,  which,  so  far  as  we  can 
gather,  is  to  be  characterised  by  an  entire  freedom  from 
all  undesirable  traditions  and  several  novel  and  valu- 
able features.  So  many  fire  insurance  companies  have 
encroached  upon  the  field  previously  occupied  by 
accident  and  guarantee  companies,  that  no  surprise  can 
be  reasonably  felt  at  a  policy  of  retaliation.  How  it 
will  work  out  in  practice  will  no  doubt  be  followed  with 
considerable  interest.  At  present  we  gather  that 
the  Ocean  occupies  the  position  of  a  non-tariff  office, 
and  it  will  be  of  considerable  interest  to  see  whether  it 
maintains  that  position  or  follows  in  the  footsteps  of  the 
majority  of  non-tariff  companies  by  eventually  joining 
the  Fire  Committee,  as  being  practically  the  only  means 
of  securing  re-insurances  in  sufficient  quantities  to 
enable  a  large  business  to  be  transacted  upon  safe 
lines. 


Manlolpal        In  its  issue  of   the    :22nd    inst.    The 

ReMfYo  Funds.    Municipal  Journal   asserted    that    the 

object  of  the  Reserve  Fund  as  applied  to  the  electricity 

department  of  a  municipal  corporation  is  to  meet  any 

deficiency  in  any  particular  year  or  any  extraordinary 


expenditure,  and  was  not  intended  as  a  Depreciation 
Fund,  which,  it  has  been  held,  is  not  necessary  if  the 
undertakings  are  maintained  in  good  condition.  It 
would,  we  feel  sure,  be  of  general  interest  to  our 
readers  if  our  contemporary  would  state  who  has  held 
that  a  Depreciation  Fund  is  not  necessary  if  electricity 
undertakings  are  maintained  in  good  condition,  and 
what  sort  of  extraordinary  expenditure  it  anticipates 
necessitating  the  creation  of  a  large  Reserve  Fund  other 
than  abnormal  expenditure  upon  renewals.  When 
commenting  upon  the  fact  that  it  is  the  custom  of 
Glasgow  not  to  relieve  rates  out  of  municipal  profits, 
but  to  reduce  charges  and  build  up  Reserve  Funds  for 
future  contingencies,  it  is  only  fair  to  mention  that  at 
Glasgow  the  rates  are  not  mortgaged  as  security  for  the 
loans  for  trading  purposes,  and  that,  therefore,  there  is 
no  more  reason  why  they  should  expect  to  participate 
in  the  profits  than  in  the  profits  of  any  public  under- 
taking managed  by  (say)  a  dock  or  harbour  trust. 


Tho  Chanoollor  ^*  *^®  dinner  given  on  the  20th  inst.  at 
on  Bank  the  Mansion  House,  by  the  Lord  Mayor 
BoMrvM.  and  Lady  Mayoress  to  the  bankers  and 
merchants  of  the  City  of  London,  Mr.  Asquith  let  fall 
some  interesting  observations  upon  the  subject  of  bank 
reserves,  which,  he  stated,  was  one  that  required 
most  careful  and  thorough  consideration.  Without 
going  so  far  as  to  commit  himself  to  any  definite  plan, 
the  Chancellor  of  the  Exchequer  stated  that  the 
monthly  returns  now  published  by  the  banks  were 
inadequate  owing  to  "  window  dressing,"  and  that  he 
thought  that  the  issue  of  weekly  returns,  such  as  those 
at  present  issued  by  the  Bank  of  England,  would  be 
an  excellent  step  in  the  right  direction.  Our  contem- 
porary Tfie  Statist  is  sceptical  as  to  the  possibility  of 
window-dressing  upon  any  extensive  scale  at  the 
present  time.  It  may  be  pointed  out,  however,  that 
while  no  doubt  with  monthly  returns  it  would  of  neces- 
sity have  to  be  kept  within  somewhat  narrow  limits, 
the  banking  figures  during  the  first  few  days  of  every 
month  are  invariably  higher  than  the  average  daily 
figures,  and  that  the  more  frequent  returns  would 
doubtless  prove  more  valuable.  Whether,  however,  a 
return  always  made  up  to  the  same  day  of  the  week 
would  prove  any  very  material  improvement  is,  we  think, 
a  very  open  question.  We  would  suggest  rather  that 
the  returns  should  be  made  up  to  specified  dates  in  each 
month,  no  matter  upon  what  day  of  the  week  those 
dates    fall,    save     that,     of    course,    Saturday's    or 

Monday's  figures  would  have  to  be /gi^ea  where  the 
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prescribed  day  fell  upon  a  Sunday,  and  a  similar 
adjustment  would  be  necessary  for  bank  and  public 
holidays. 

Secret  Reiervei.  ^^^'  Justice  Buckley  had  before  him  a 
point  of  the  greatest  possible  interest 
to  accountants  last  week  in  the  case  of  Neiiton  v.  The 
Birmingham  Smxll  Arms  Company^  Lim.,  which  raised  a 
question  as  to  whether  the  resolutions  recently  passed 
by  the  defendant  company  purporting  to  alter  its 
articles  of  association  so  as  to  entitle  it  to  form  a 
Secret  Reserve  were  or  were  not  uUra  vires.  We  com- 
mented upon  the  matter  shortly  in  our  issue  of  the 
24th  February  last,  but  as  his  Lordship's  decision  in 
the  case  just  referred  to  has  been  deferred,  our  further 
comment  must,  of  course,  be  postponed  until  after 
judgment  has  been  delivered.  At  the  moment  we  will 
merely  say  that  the  pros  and  cons  were  very  fully 
argued,  and  that  certain  aspects  of  the  matter  were 
raised  which  go  considerably  beyond  any  previous  dis- 
cussion that  we  remember  to  have  observed.  In  the 
course  of  th?  hearing  his  Lordship  referred  to  the 
Secret  Reserve  as  a  Secret  Service  Fund,  and  it  seemed 
clear  that,  upon  the  wording  of  the  articles  that  have 
been  challenged,  power  was  reserved  for  the  directors 
to  deal  with  moneys  so  set  aside  out  of  profits  either 
by  investment  or  otherwise. 


Partial  Audit  I.  ^^^^^  respect  to  our  comments  on 
the  case  of  Smith  v.  Shear  J,  which 
appeared  in  a  leading  article  in  our  issue  of  the  26th  ult., 
we  are  very  glad  to  hear  that  Mr.  Whitaker  entirely 
agrees  with  our  view  that  there  is  a  very  material 
difference  between  a  complete  audit  and  a  partial 
audit.  Mr.  Whitaker,  however,  appears  to  think  that 
he  has  been  somewhat  badly  treated  at  our  hands,  for 
he  reminds  us  that  he  never  asserted  that  no  such 
difference  existed,  his  evidence  being  to  the  effect  that 
there  was  no  difference  between  an  audit  and  a  com- 
plete audit.  We  should  be  sorry  if  we  have  (albeit 
quite  unintentionally)  done  Mr.  Whitaker  or  anyone 
else  an  injustice,  but  it  occurred  to  us,  on  reading  the 
report  of  the  Liverpool  Courier ^  that  Mr.  Whitaker  had 
been  put  into  the  box  to  prove  that  the  arrangement 
which  the  defendant  claimed  to  have  made — to  perform 
a  partial  audit  only— had  no  practical  effect  as  limiting 
either  his  duties  or  hi 3  responsibilities.  We  must  con- 
fess that  it  did  not  occur  to  us  that  the  plaintiff's  legal 
advisers  would  think  it  necessary  to  call  expert 
evidence  to  prove  so  obvious  a  truism  as  that  there  is 
no  difference  between  an  audit  and  a  complete  audit. 


Current  Xaw* 


Accountancy  and  Auditing. 
Newton  v,  Birmingham  Small  Arms  Co,,  Lim. 
Held,  that  articles  of  association  purporting  to 
preclude  the  auditors  of  a  company  from  availing 
themselves  of  their  statutory  right  to  report  to  the 
shareholders  as  to  the  whole  state  of  the  company's 
affairs  are  ultra  vires. — (Times,  June  28.) 


Bankruptcies  and  Insolvencies. 
In  re  Klein ;  ex  parte  Goodwin,  Bigham,  J. 

Held,  that  the  claim  of  a  commercial  traveller 
employed  by  the  bankrupt,  and  paid  £2  per  week  and 
a  commission  of  3I  per  cent,  on  all  business  done  by 
him  for  the  bankrupt,  who  had  been  drawing  out 
£2  I  OS.  per  week,  generally  on  account,  is  entitled  to 
rank  as  a  preferential  creditor  for  the  full  amount  of  the 
balance  due  to  him. — {Times,  June  26.) 


Corredponbence  anb  Bnqutried. 


All  communications  to  the  Editor  should  be 
by  letter  only. 

Interest  In  Lieu  of  Notice. 

[Reply  to  "  F.  Jno.  H."— The  payment  by  the 
trustee  is  prima  facie  a  breach  of  trust,  and  he  would 
be  liable  personally,  with,  however,  a  right  of 
indemnity  against  the  tenant-for>life  or  remainderman 
if  he  acted  at  the  instigation  of  one  or  other  of  them, 
and  possibly  against  both  if  at  their  joint  request. 
Should  he,  however,  be  able  to  establish  that  what  he 
did  was  bond  fide  done  for  the  benefit  of  all  parties 
concerned,  then  I  think  that  the  interest  might  well  be 
charged  against  capital. — Our  Legal  Contributor.] 

{To  the  Editor  of  The  Accountant.) 
Sir, — May  I  suggest  that  a  relative  proportion  of  the 
interest  might  be  equitably  chargeable  between    the 
tenant-for-life  and  the  remainderman  ?     (But  there  may 
be  a  legal  definition  for  this  !) 

Yours  faithfully, 

DECIMAL. 


Graduated  Income  Tax  (Qerman). 

(To  the  Editor  of  The  Accountant.) 
Sir, — The  contribution  by  Mr.  Eric  Heathcote  will 

be,  no  doubt,  very  acceptable  to  your  readers  at  this 

time. 
Would  he  supplement  it  by  an  indication  of  two  or 

three  items  which  are  accepted  cotUfc^pr  may  there  be 
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a  recogoised  proportion,  say,  for  rent  and  other  taxes  ? 
This  possibility  seems  to  be  suggesUd  by  paragraph  i. 

Yours  faithfully, 

FRACTION. 


Re  Income  Tax. 

{To  (he  Editor  of  The  Accountant, ) 
Sir,— (i)  Two  people  enter  into  partnership  and 
purchase  an  existing  business.  The  law  costs  re  part- 
nership deed,  conveyance,  and  mortgages  (including 
stamp  fees)  are  treated  by  the  new  firm  as  an  expense 
to  be  borne  by  the  partners  in  the  proportion  in  which 
they  share  profits.  Are  any  or  all  of  these  allowed  as 
a  deduction  before  assessment  under  Schedule  D  ? 

(2)  A  country  brewer  owns  certain  freehold  public- 
houses  which  he  lets  on  quarterly  tenancy,  the  trade 
not  being  tied,  and  it  being  the  custom  in  that  part  of 
the  country  for  the  goodwill  to  vest  in  the  tenant. 
The  brewer  does  all  repairs.  When  making  his  return 
for  assessment  under  Schedule  D,  may  he  bring  in  the 
total  of  his  rent  received  and  charge  against  it  the 
gross  amount  of  Schedule  A  assessment — i.^.,  the  full 
amount  before  the  statutory  deduction  for  repairs  has 

been  made  ? 

Yours  faithfully, 

EMOCNIXAL. 


Wall  Street'5  Methods  of  Attracting  Business. 

(To  the  Editor  of  The  Accountant.) 
Sir, — I  have  read  the  article  under  this  heading  in 
a  previous  issue,  and,  whilst  agreeing  with  you  upon 
the  facts,  I  do  not  at  all  agree  with  your  summing 
up  ^'  that  this  is  one  of  the  things  they  do  better  in  New 
York." 

When  I  was  in  New  York  last  autumn  I  *'  walked 
into  "  the  offices  of  a  firm  of  brokers.  The  board  and 
the  tickers  were  there,  and  in  front  of  the  board  were 
two  or  three  rows  of  comfortable  arm-chairs  (each  with 
a  spittoon  at  the  side,  of  course).  These  arm-chairs 
were  well  filled  every  time  I  went.  Apparently  there 
are  a  very  large  number  of  men  in  New  York  who  have 
no  business  whatsoever,  but  are  mere  gamblers.  They 
go  to  their  brokers*  offices  first  thing  every  morning 
and  stay  there  the  whole  day,  just  buying  and  selling 
any  stock  that  takes  their  fancy.  I  consider  that  this 
is  encouraging  gambling  in  its  worst  form,  and  accounts 
for  the  enormous  turnover  of  the  Stock  Exchange, 
New  York,  as  against  the  Stock  Exchange,  London. 

This  is  only  one  of  the  many  business  methods 
which  I  saw  in  New  York  of  which  I  did  not  at  all 
approve.    I  came  home  with  the  feeling  that,  although 


in  some  ways  we  may  be  old-fashioned  in  this  country, 

I  would  far  rather  do  business  in  this  country  than 

in  the  States,  and  that  their  boasted  superiority  to  us 

in  everything  is  a  boast,  and  nothing  more. 

I  should  like  to  hear  what  Mr.  G.  Nicholson  has  to 

say  as  to  the  American  system  of  bookkeeping,  as 

suggested  also  in  a  previous  issue,  and  possibly  he  might 

give  us  the  benefit  of  his  views  on  American  methods 

of  business  as  well. 

Yours  truly, 

June  21st  1906.  A  CONSTANT  READER. 


Solicitors  and  Non-Legal  Business. 

(To  the  Editor  of  The  Accountant  J 

Sir,— With  reference  to  your  leading  article  under 
the  above  heading  appearing  in  The  Accountant  of 
23rd  June. 

I  should  like  your  opinion,  and  the  opinion  of  your 
readers,  upon  the  following : — 

A  company  was  formed  in  the  early  fifties,  and  scrip 
issued  in  due  course. 

These  shares  are,  of  course,  being  continually  trans- 
ferred, and  in  some  cases  fresh  certificates  issued. 
Recently  the  holder  of  some  shares — who,  by  the  way, 
held  the  original  certificates,  and  also  a  single  certificate 
for  the  same  shares  (all  the  documents  being  under  the 
seal  of  the  company) — sold  a  portion  of  his  holding,  and 
the  whole  batch  of  certificates,  old  and  new,  were 
deposited  with  the  transfer,  with  the  usual  request  for 
new  certificates.  A  new  certificate  was  issued  for  the 
shares  transferred,  but  the  whole  of  the  old  certificates, 
and  the  old  single  certificate  each  for  the  full  number 
of  shares,  were  returned  to  the  original  holder. 

The  position  is  thus:  one  person  holds  double 
certificates  for  his  shares,  and  two  persons  hold 
certificates,  signed  by  directors  and  sealed  with  the 
company's  seal,  for  the  same  shares.  If  the  person 
not  the  true  owner  of  the  shares  were  to  re-sell  the 
shares  which  do  not  belong  to  him,  but  for  which  he  has 
certificates,  and  then  fiit  to  other  more  comfortable 
lodgings,  what  would  be  the  position  of  the  company, 
the  directors,  and  secretary,  and,  more  important, 
against  whom  would  the  defrauded  transferee  have  a 
right  of  action  ? 

Needless  to  say,  Mr.  Editor,  the  secretary  to  this 
flourishing  company  is  not  a  Chartered  Accountant,  but 
a  member  of  the  exclusive  legal  profession. 

I  hope  that  I  have  stated  the  facts  clearly  enough  to 
enable  you  to  give  an  opinion,  and,  if  not,  will  gladly 
answer  any  queries  thereon. 

Yours  truly. 
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Morts:ages  and  Loan  Capital. 

(To  the  Editor  of  The  Accountant.) 
Sir, — A  limited  company  desires  to  include,  along 
with  its  loan  capital,  a  mortgage  on  its  buildings  in 
its  Balance  Sheet  without  mentioning  the  existence 
of  the  mortgage.  Are  mortgages  not  obliged  to  be  shown 
separately,  or  would  it  be  sufficient  if  a  mortgage  was 
mentioned  in  the  auditor's  report  to  the  shareholders  ? 

Yours  faithfully, 
June  zsth  1906.  SUBSCRIBER. 

Bankruptcy  Committee  and  Deeds  of 
Arrangement. 

(To  the  Editor  of  The  Accountant.) 

Sir,— Will  you  kindly  allow  me  a  few  observations 
which,  through  consideration  for  your  space,  I  held 
over. 

In  my  draft  I  have  provided  for  application  for  con- 
firmation by  the  trustee  only,  but  I  should  extend  the 
power  to  apply  also  to  the  debtor,  and  it  might  be 
extended  to  any  creditor.  It  is  easy  to  conceive  a  case 
where  the  trustee,  being  secure  against  bankruptcy, 
will  not  make  application  for  confirmation  where  it 
only  concerns  the  debtor,  and  is  himself  quite 
indifferent  as  to  the  non -assenting  minority. 

There  should  be  a  rule  that  where  an  additional  or 
substituted  trustee  is  appointed  he  shall  not  be  per- 
sonally liable  by  reason  of  any  act  done  prior  to  his 
appointment  by  his  co -trustee  or  predecessor. 

It  is  unnecessary  to  give  rights  of  disclaimer  as  in 
bankruptcy. 

It  is  necessary  to  maintain  the  distinction  between 
bankruptcy  and  deed  proceedings. 

It  frequently  happens  that  a  deed  is  taken  to  keep 
out  an  execution,  and  it  is  not  intended  to  be  regis- 
tered. This  is  a  very  useful  proceeding,  and  nothing 
in  my  draft  will  interfere  with  it,  since  the  draft  only 
applies  to  deeds  registered  or  to  be  registered,  and  the 
trustee  will  know  before  the  fifth  day  from  its  execution 
whether  or  not  the  deed  will  be  registered. 

It  is  no  uncommon  tbiog  to  meet  with  large  estates 
being  forced  into  bankruptcy,  because  experience  has 
taught  the  accountant  that  it  is  almost  impossible  to 
carry  the  arrangement  out  under  a  deed ;  and  this 
happens  generally  because  some  creditor  large  enough 
for  bankruptcy  waits  for  better  terms. 

Objection  may  be  taken  to  the  further  introduction 
of  the  official  element  into  deeds.  But  we  are  bound 
to  have  it  in  some  form,  and  it  is  for  us  to  suggest  the 
form  it  shall  take.  The  bankruptcy  staff  of  the  Board 
of  Trade  is  a  very  expensive  one,  which  does  not  give 


value  for  its  cost.  Elaborate  machinery  exists  through- 
out the  country  which  can  be  utilised,  and  between 
most  accountants  and  Official  Receivers  there  is  a 
friendly  feeling,  and  the  closer  the  relations  the  more 
official  respect  there  will  be  for  the  profession  of 
accountancy.  The  trustees,  whether  official  or  other- 
wise, will  be  bound  by  the  terms  of  the  deed,  and  there 
will  be  a  cleaner  administration  of  the  Act.  It  is  quite 
time  an  end  was  put  to  the  many  bogus  so-called  Trade* 
Protection  Societies  run  by  low-class  accountants  and 
low-class  solicitors  solely  for  the  purpose  of  obtaining 
trusteeships,  and  I  think  my  suggestions  will  tend  to 
their  extinction,  and  consequently  to  the  improvement 
of  the  status  of  legitimate  accountants. 

I  have  introduced  the  official  element  only  for  cases 
of  an  additional  trustee  being  appointed,  and  in  giving 
an  Official  Receiver  the  right  of  audience  on  hearing  a 
petition  where  a  deed  has  been  registered.  Bat  the 
Court  will  have  regard  to  the  wishes  of  a  majority  of 
the  creditors,  and  it  is  quite  clear  that  it  would  not 
interfere  in  the  administration  of  an  estate  by  a 
respectable  accountant,  properly  authorised  and 
acting  legitimately.  Its  interference  would  be  reserved 
for  cases  where  the  deed  was  improperly  procured, 
generally  by  irresponsible  persons  calling  themselves 
accountants,  but  who  are  free  from  the  control  of  Dis- 
ciplinary  Committees. 

The  amendment  of  the  Act  of  1887  is  primarily  a 
question  for  accountants.  They  know  best  the  advan- 
tages and  disadvantages  arising  to  themselves  as 
trustees,  and  to  the  commercial  community  as 
creditors.  They  are  in  close  touch  with  every  aspect 
of  the  question  and  with  every  class  concerned,  and 
now  that  an  opportunity  is  given  by  the  Government, 
accountants  should  not  neglect  it.  It  seems  to  me 
that  it  can  be  best  secured  through  the  Councils,  or 
Parliamentary  Committees,  of  the  Institute  and  Society 
meeting,  drawing  up  a  draft  Act,  and  presenting  it  to 
the  Committee  as  a  practical  contribution  to  a  solution 
of  the  difficulties.  Each  accountant,  doubtless,  bss 
suggestions  for  improvement,  but  the  two  Councils 
contain  experts  such  as  can  hardly  be  found  elsewhere. 
And  no  petty  jealousy  or  rivalry,  or  contemptuo.us 
phrases  hurled  about  indiscriminately  by  persons, 
whether  responsible  or  irresponsible,  should  be 
permitted  to  prevent  a  useful  work  from  being  done. 

The  two  Councils  have  sufficient  influence  with  very 
many  members  of  Parliameat  to  compel  attention  to 
their  views,  and  we  have  the  undoubted  advantage 
that  for  the  first  time  for  many  years  we  have  at  the 
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bead  of  the  Board  of  Trade  an  experienced  man 
whose  practice  as  a  solicitor  has  given  him  a  close 
insight  into  the  shortcomings  of  the  Act.  It  is  to  be 
hoped  that  the  opportunity  will  not  be  neglected,  and 
I  feel  sure  that  joint  action  on  the  part  of  the  two 
Councils  will  command  the  attention  and  respect  of 
the  Board  of  Trade  and  Parliament,  and  go  a  long  way 
towards  settling  the  question. 

Yours  obediently, 
zsihjune  1906.  DAVID  P.  DAVIES. 


Heview. 


Urban  District  Councils*  Accounts. 


By  Fred  S.  Eckersley. 

(The   "Accountants'  Library,"  Vol.  XLV.) 
London,  1906:   Gee  &  Co.,  34  Moorgate  Street,  E.C. 

Price  5s.  net. 
At  a  time  like  the  present,  when  an  increasing  interest  is 
being  taken  in  the  accounts  of  local  authorities,  and  when 
a  Parliamentary  Committee  is  sitting  to  deal  with  the 
subject,  the  issue  of  such  a  book  as  that  by  Mr.  Eckersley 
(the  Accountant  of  the  Urban  District  Council  of 
St.  Anne's-on-Sea)  is  particularly  well  timed.  The  writer 
is  fully  alive  to  the  importance  of  a  more  efficient  system 
of  accounting  than  that  which  is  very  frequently  employed, 
and  there  can  be  little  doubt  as  to  the  practical  value  of 
such  a  system  as  that  which  he  describes,  which,  while  by 
no  means  unduly  complicated,  certainly  has  the  appear- 
ance of  complete  efficiency.  It  is  just  possible  that,  from 
the  poinit  of  view  of  imparting  instruction  to  the  average 
employee  of  a  local  authority,  too  much  knowledge  of  a 
general  nature  has  been  assumed  ;  but  if  that  be  so,  it  can 
only  be  because  the  officers  in  question  are  not  properly 
qualified  to  satisfactorily  discharge  their  duties.  The 
explanations  are  sufficiently  full,  and  more  than  sufficiently 
clear,  to  be  entirely  comprehensible  to  all  qualified 
persons.  Throughout,  the  work  is  copiously  illustrated 
w^ith  pro  formd  examples,  and  there  is  an  interesting 
appendix  giving  the  forms  of  the  more  important  accounts 
in  full.  The  alternative  methods  of  preparing  the  Balance 
Sheet,  which  are  shown  on  pages  i27>8,  are  worthy  of 
careful  study,  as  also  are  the  eminently  sound  views 
expressed  in  Chapter  VIII.  on  the  subject  of  Reserve 
Funds  and  Depreciation. 


XTbc  Xefceetet  Cbatteted  accountants 
Students'  Societp* 

The  fifth  annual  general  meeting  of  the  Society  was  held 
at  Winchester  House,  Welford  Road,  Leicester,  on  Friday, 
the  8th  day  of  June  1906. 

There  was  a  fair  attendance,  Mr.  Carryer,  A.C.A.,  being 
in  the  chair. 


The  minutes  of  the  preceding  meeting  were  read  and 
confirmed. 
The  following  are  the 

REPORT  AND  ACCOUNTS. 
I. — Your  Committee  have  pleasure  in  presenting  their 
annual  report  and  statement  of  accounts  for  the  year  end- 
ing 30th  April  1906. 

2. — The  aggregate  membership  is  48,  comprising  24  hon- 
orary and  24  ordinary  members,  as  against  42  at  the  date 
of  the  last  report,  being  an  increase  of  6. 
This  is  shown  as  follows:  — 

Honorary  Ordinary. 
Members  on  April  30th  1905        . .        21  21 

Admissions  during  the  year  . .  4  6 


25 


27 


L;5S  ;  Resignations  (two  Members 

leaving  the  Town)          . .  3 

Deceased i 

Membeflfihip  on  April  30th  1906   . .        24  24 

3. — Ten  ordinary  meetings  have  been  held  during  the 
year,  the  average  attendance  of  members,  both  honorary 
and  ordinary,  being  15.  The  debate  with  the  London 
Chartered  Accountants  Students'  Society,  at  London, 
arranged  by  the  Union  of  Chartered  Accountants  Students' 
Societies  was  attended  by  seven  members.  The  Notting- 
ham Society  visisted  Leicester  for  a  debate  on  the  same 
subject. 
4. — The  meetings  held  have  been  as  follows :  — 

1905, 
Oct. 


Nov. 
11 

Dec. 

1906. 
Jan. 

Feb. 

Mar. 

>> 
Apr. 


II.— Lecture:    "How   to   criticise   Accounts."     Mr. 

W.  R.  HamUton,  F.C.A.,  Nottingham. 
8.— Lecture:     "Some    Notes    on    Investigations." 

Mr.  M.  Webster  Jenkinson,  A.C.A.,  Sheffield. 
15.— Joint  Debate  with  the   Nottingham   Chartered 

Accountants  Students'  Society.    Subject:  "A 

Mock  Shareholders'  Meeting." 
i3._Lecture:   "Executors."     Mr.  H.  P.  C.  Kelland, 

London, 
i^.—joint    Debate     with     the     London     Chartered 

Accountants  Students'  Society  (at  London). 

Subject :  "A  Mock  Shareholders'  Meeting." 

24. — Lecture  :  "  Brewery  Accounts  and  Audits."    Mr. 

Herbert  Lanham,  A.C.A.,  London. 
14. — Lecture:  "An  Income  Tax  Assessment."    Mr. 

F.  W.  Preston,  A.C.A.,  Leicester. 
7.— Lecture:     "Colliery    Accounts."      Mr.    E.    E. 
Price,  F.C.A.,  London. 
26.— Lecture:     "Sureties."      Mr.     Tinsley    Lindley, 
LL.D.,  Nottingham. 
II. — ^Lecture  :  "Principal  and  Agent."  Mr.  Beaumont 
Morice,  Esq.,  LL.B.,  London. 
25.— Lecture:  "The  Sale  of  GoodsJ;,  Mr.  E.  Hunts- 
man.  Solicitor,  Nottingham^  QQQ[g 
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5. — ^Your  Committee  take  this  opportunity  of  expressing 
their  indebtedness  to  those  gentlemen  who  have  read 
papers  or  who  have  represented  this  Society.  The  lectures, 
other  than  those  delivered  from  notes,  will  appear  in  the 
"Joint  Transactions." 

6. — Classes  in  Law  and  Accountancy  have  been  held 
during  the  year,  the  Law  being  taken  by  Dr.  Tinsley 
Lindley,  and  the  Accountancy  by  Mr.  S.  R.  Wilby,  A.C.A. 
The  attendance  has  been  very  satisfactory. 

7. — Your  Committee  desire  to  place  on  record  their  great 
satisfaction  with  the  increase  in  the  number  of  books  bor- 
rowed from  the  Library. 

8. — The  following  members  were  successful  at  the 
Institute  Examinations:  — 

June  1905  (Intermediate). — R.  H.  Hardy,  E.  Lewis, 
A.  D.  Wykes. 

Final.— H.  Gimson  (13th  in  order  of  merit). 

December  1905  (Intermediate). — S.  Allen,  S.J.  Skillington. 

9. — In  accordance  with  the  rules,  the  Officers,  Committee, 
and  Auditors  retire. 


Your  Committee  take  this  opportunity  of  expressing  their 
appreciation  of  the  services  rendered  to  the  Society  by  the 
President,  Mr.  A.  P.  Carryer,  A.C.A.,  who  has  shown  a 
practical  interest  in  the  welfare  of  the  Society,  and  the 
Vice-Presidents,  Messrs.  G.  S.  Bankart,  A.C.A.,  and  J.  H. 
Baker,  A.C.A.,  during  the  past  year,  and  tender  them  their 
best  thanks. 

The  Hon.  Secretary  and  the  Hon.  Treasurer  do  not  desire 
to  offer  themselves  for  re-election.  During  the  year  Mr.  H. 
Gimson,  the  Hon.  Treasurer,  resigned,  owing  to  his  leaving 
the  town,  and  your  Committee  appointed  Mr.  J.  R. 
Watson  to  that  office. 

All  the  Committee  are  eligible  for  re-election. 

The  accounts,  duly  audited,  are  annexed. 
On  behalf  of  the  Committee, 


G.  A.  CooKE,  Chairman, 

F.  S.  Heath,  Hon.  Secretary. 


May  18/A  1906. 


Summary  of  Receipts  and  Payments  for  the  Year  ending  April  30th  1906. 

fl 


1905. 


Receipts. 


April  30.   To  Balance— Cash  in  hand 

,     at  Bank 

1906. 

April  30.   To  Subscriptions— 


£    s    d 
059 

2  13    8 


£  s  d 


2  19   5 


Honorary  Members 13  13    o 

Ordinary  Members 1269 

25  19    9 

Grant   from    Leicester   Society   of  Chartered 

Accountants 1000 

Subscriptions  to. 'I  croun/an/s 'Jourtta/ (contra)..      3  18    o 


£42  17    2 


1906. 
April  30. 


Payments. 

By  Hire  of  Room  for  Meetings  

m    Lecturers'  Expenses  

»    Leicester  Chartered  Accountants'  Society  for 

use  of  Library       

„    Union    of     Chartered    Accountant    Student 

Societies  (Levy  of  6d.  per  head,  42  members) 
V    Expenses  of  Joint  Debates  (Nottingham  and 

Lon  * 


London 

Printing  and  Stationery 

Postage  and  Sundries  

Testimonial  to  Messrs.  Lanliam  &  Price 

A  ccauntiints'  Journal  

Balance— Cash  in  hand  . .        . .       £01 

•     at  Bank  . .        . .         8  10 


£  » 
a  12 
6  15 


4  13 
6  19 

2  5 
I     I 

3  18 


8  It    3 
£42  17    2 


1906. 
April  30. 


Summary  of  Receipts  and  Payments  in  respect  of  Coaching  Classes,  April  30th  1906. 
Receipts. 


To  Grant  from  Institute  of  Chartered 
Accountants  in  respect  of  year 

1904-5 

Less  Expenses  of  Classes  1904  -5  . . 
Balance    . . 
w    Subscriptions,  1905-6 
«    Balance 


£    s    d      £    s    d 


30    o 
27  10 


2  10  o 

50    8  o 

32  12  9 

£85  lo  9 


PaymerUs. 
igo6.  if    s    d      £    B    d 

.April  30.    By  Hire  of  Room  for  Classes 330 

«    Printing 060 

»   Typing  and  Duplicating  Notes 14  11    9 

»   Lecturers'  Fees  and  Expenses— 

Dr.  Tinsley  Lindley        . .        . .        36 
--      •  ~  Wil'      '  -  ' 

67  10 


Mr.  S.  R.  Wilby,  A.C.A. 


£85  10    9 


NoT£. — It  is  anticipated  that  this  deficiency  will  be  covered  by  a  Grant  from  the  Institute  of  Chartered  Accountants. 
We  have  audited  the  above  accounts  with  the  books  and  vouchers  of  the  Society,  and  hereby  certify  the  same  to  be  correct. 
J.  R.  Watson,  W.  S.  Bell  I    „^   AuA.i^wx 


On  the  proposition  of  the  Chairman  it  was  resolved  that 
the  report  of  the  Committee  and  accounts  be  adopted. 

On  the  motion  of  Mr.  F.  S.  Heath,  seconded  by  Mr.  F.  E. 
Dixon,  it  was  resolved  that  Mr.  A.  P.  Carryer  be  re-elected 
President  for  the  ensuing  year. 

Mr.  Carryer  accepted  the  office,  and  in  a  few  words 
assured  the  Society  of  the  interest  he  t(x>k  in  its  welfare. 


On  the  motion  of  Mr.  J.  Curtis,  seconded  by  Mr.  J.  R. 
Watson,  Messrs.  G.  S.  Bankart,  A.C.A.,  and  J.  H.  Baker, 
A.C.A.,  were  re-elected  Vice-Presidents. 

Messrs.  A.  D.  Wykes  and  F.  H.  Smith  were  elected  Hon. 
Secretary  and  Hon.  Treasurer  respectively. 

Mr.  Heath  and  Mr.  Watson  were  thanked  for  their  ser- 
vices during  the  past  year. 
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The  following  gentlemen  were  elected  members  of  the 
Committee: — Messrs.  G.  A.  Cooke,  F.  E.  Dixon,  F.  S. 
Heath,  H.  F.  Adams,  and  T.  E.  Rowlatt. 

Messrs.  S.  J.  Skillington  and  W.  S.  Bell  were  re- 
appointed Hon.  Auditors. 

Proposed  by  Mr.  J.  R.  Watson,  seconded  by  Mr.  F.  E. 
Dixon,  and  resolved :  That  Rule  7  be  amended  as 
follows: — Instead  of  the  words  "In  the  month  of  May" 
to  insert  "in  the  month  of  June,  or  at  the  discretion  of  the 
Committee." 

A  hearty  vote  of  thanks  to  Mr.  Carryer  for  presiding 
terminated  the  meeting. 


XTbe  5n0tttute  of  Municipal  Ti:rea0utet0 
an&  accountants 

(INCORPORATED). 
Presidential  Address. 


By  Mr.  Geo.  A.  Thorpe,  F.S.A.A., 
City  Treasurer,  Bradford. 


At  the  Twenty-first  Anmial  Meeting,  held  at  Carlisle,  on 
the  7th  and  8th  June  1906. 

Gentlemen,  although  an  expression  of  thanks  upon  one's 
retirement  from  the  Presidential  chair  is  somewhat  in  the 
nature  of  an  established  custom,  let  me  assure  you  that  it 
is  no  empty  formality  which  prompts  me  when  I  ask  you 
to  accept  such  thanks  for  the  honour  conferred  upon  me  at 
Portsmouth  last  year,  when  you  elected  me  to  preside  over 
the  affairs  of  the  Institute  during  the  year  which  is  just 
closing. 

Upon  my  election,  I  remember,  I  assumed  for  a  moment 
the  r6U  of  the  prophet,  not,  it  is  true,  upon  any 
momentous  or  far-reaching  issues,  but  upon  the  simple  and 
more  domestic  question  of  loyalty  to  the  chair  in  matters 
pertaining  to  the  welfare  of  corporations  represented  by 
the  Institute.  That  prediction  has  been  amply  fulfilled. 
I  wish  for  no  President  greater  loyalty  from  any  Executive 
Council  than  I  have  received,  because  it  has  been  complete 
and  unwavering ;  and  the  same  may  be  said  of  the  rank 
and  file  of  the  Institute's  members. 

If  I  might  make  a  reference  to  the  Hon.  Secretary,  it 
would  be  to  say  that  his  work  has  been  marked  by  an 
aptitude  and  efficiency  which  forms  of  speech  but  inade- 
quately express.  A  good  Secretary,  however,  like  all  good 
men,  often  finds  reward  in  the  work  itself,  and  in  the 
motive  which  prompts  it. 

During  my  year  of  office  I  have  received  communications 
from  a  large  number  of  members  on  a  variety  of  topics. 
I  have  been  in  touch  with  practically  every  member  of  the 
Institute  in  one  form  or  another.     This  inter-communica- 


tion  and  interchange  of  opinion  and  experience  is  one  of 
the  foundation  articles  of  the  Institute's  creed,  and  is  of 
immense  educational  value  and  assistance  in  the  conduct 
of  those  financial  questions  jvhich  are  continually  occupy- 
ing the  attention  of  the  cr)rp<)rations  we  represent.  Of 
course,  this  practice,  like  a  good  horse,  may  be  ridden  to 
death.  The  safeguard  of  that  is,  however,  I  take  it,  our 
individual  judgment  and  intuitive  perception  of  the  fitness 
of  things.  Prudent  men,  it  is  said,  never  ask  useless  ques- 
tions. Well,  perhaps  they  don't.  But  where  to  draw  the  line 
sometimes  between  what  is  useless  and  what  is  useful  in 
this  world  of  ours  is,  to  say  the  least,  speculative,  and  even 
in  the  matter  of  accounting  is  a  problem  to  which  there  is 
no  commonly  accepted  solution  ;  otherwise  there  were  no 
need  of  departmental  or  other  committees  to  hear  expert 
evidence,  which,  I  need  hardly  remind  you,  generally  pro- 
vides an  elasticity  of  opinion  sufficient  to  establish  the 
proposition. 

In  an  admittedly  imperfect  world  it  is  better  to  err  on 
the  side  of  querulousness  than  to  swathe  oneself  in  the 
cerements  of  a  deathly  isolation  and  exclusiveness,  duo 
generally  to  a  narrow  view  of  life's  meaning  and  purpose. 
There  is  no  such  thing  in  the  world  as  independence  abso- 
lutely. One  may  stand  aside  and  view  the  battle  at  a  dis- 
tance, but  then  one's  bread  must  be  provided  by  the  exer- 
tions of  others.  "  Self-help  "  is  commendable,  so  far  as  we 
understand  its  inner  meaning,  but  self-aloofness  is  to  be 
condemned.  So  far  as  the  term  stands  for  personal  effort 
it  must  be  developed  for  all  it  is  worth,  because  upon  it 
depends  any  and  every  form  of  success  which  is  worth  the 
name,  and  I  make  no  hesitation  is  saying  that  the  strength 
of  our  Institute  to-day,  its  value  and  great  usefulness  to 
individual  members,  as  well  as  in  a  collective  capacity  to 
the  corporations  which  it  represents — is  due  to  the  personal 
effort  which  has  characterised  members  and  honorary 
members  alike  in  keeping  alive  important  financial  ques- 
tions affecting  various  municipal  activities  with  which  we 
are  from  time  to  time  concerned. 

It  is  no  exaggeration,  and  I  do  not  hesitate  to  say  it,  that 
if  the  work  of  the  Institute,  in  the  practical  assistance  it 
affords  in  various  ways  to  the  public  authorities  it  repre- 
sents, could  be  measured  in  terms  of  currency,  it  would 
mean  in  many  instances  a  saving  of  thousands  of  pounds 
per  annum  to  a  single  local  authority. 

Everyone  who  understands  the  inwardness  of  our  work, 
with  its  quiet,  and  yet  at  the  same  time  its  far-reaching, 
influence,  will  readily  subscribe  to  the  sentiment  which  I 
am  sure  animates  us  as  a  body — that  the  Institute  may 
have  a  long  and  successful  career. 

This  brings  me  within  sight  of  one  of  the  most  interest- 
ing features  of  this  year's  gathering. 

The  Institute's  Twenty- first  Year. 

We  enter  now  upon  our  majority.  Twenty -one  years  ago 
a  small  number  of  men  n^^^thrt^^^^v  v2j^^^"^®  matters 
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relating  to  municipal  finance,  and  to  consider  in  what 
ways  they  could  best  conserve  and  promote  the  large 
public  interests  with  which  they  were  charged.  The  years 
that  have  passed  since  that  day  of  small  beginnings  have 
been  years  of  stress  and  strain  in  all  departments  of 
national  and  municipal  affairs.  But  stress  and  strain  are 
conditions  of  growth  continually  adjusting  itself  to  new 
forces,  rising  through  struggle  to  meet  new  demands ; 
society  itself  is  ever  developing  new  powers,  and  enriching 
the  resources  at  its  command.  It  has  been  so  with  this 
Institute.  Few  and  comparatively  simple  were  its  first 
efforts,  comparatively  limited,  too,  its  field  of  operations, 
but  time  opened  up  new  spheres  of  activity,  multiplied 
purposes  of  action,  added  difficulty  and  complexity  to  its 
tasks,  and  forced  it  to  consider  questions  of  almost 
Imperial  magnitude.  We  have  grown  and  matured  through 
our  difficulties ;  the  effort  to  cope  with  the  work  which 
time  has  brought  has  strengthened  the  thews  of  our  body 
politic,  given  greater  definiteness  to  its  aims,  and  more 
precision  to  its  methods.  And  now,  as  we  enter  on  man- 
hood's estate,  we  may  mark  the  years  that  have  gone,  and 
gathering  wisdom  from  mistake,  and  courage  from 
achievement,  brace  ourselves  for  yet  greater  and  yet 
nobler  conquests ;  this  is  my  hope,  and  I  cannot  more 
fittingly  express  it  than  by  taking  up  the  time-honoured 
custom  of  such  auspicious  days  as  this,  and  wishing  the 
Institute  many  happy  returns  of  this  year  of  its  majority. 

It  is  encouraging  to  know  that  during  the  year  just 
closed  we  have  admitted  a  larger  number  of  members  than 
in  any  previous  year  of  the  Institute's  history.  New 
members  do  more  than  increase  our  numbers ;  they  bring 
new  resources  of  wisdom  and  experience,  widen  the  out- 
look, extend  the  interests,  and  inspire  the  Institute  with 
courage  and  determination,  and  in  your  name  I  offer  to  our 
new  members  a  hearty  welcome  to  our  Institute  and  its 
service. 

But  a  still  more  worthy  achievement  has  marked  this 
year  of  our  majority.  The  Southerner,  taking  his  courage 
in  both  hands,  has  invaded  the  Scottish  burghs,  and  we 
have  the  supreme  satisfaction  of  enrolling  this  year  a  con- 
siderable number  of  Scottish  officials.  What  more  con- 
vincing proof  could  we  desire  that  we  are  on  right  and 
wise  lines?  The  seal  of  Scottish  prudence  has  been  put 
upon  the  Institute,  and  from  this  new  union  we  may  hope 
that  the  Institute  may  reap  an  advantage  commensurate 
with  that  which  followed  on  the  union  of  the  two  Crowns. 
May  I  say,  therefore,  that  with  greeting  and  with  gladness, 
we  accord  to  our  Scottish  friends  to-day  a  hearty  welcome 
to  our  fellowship. 

Another  most  encouraging  circumstance,  and  which  is 
referred  to  in  the  Council's  Annual  Report,  is  the  financial 
position  of  the  "Circular."  Your  Executive  Council  have 
within  the  year  been  able  to  effect  certain  economies  in  its 


production,  with  the  result  that  the  year's  work,  as  com- 
pared with  the  previous  year,  shows  an  improvement  to 
the  extent  of  £1^  9s.  2d.  ;  in  other  words,  they  show  a 
surplus  of  £$  15s.  3d.  for  the  year,  as  compared  with  a 
deficit  of  £y  13s.  iid.  for  the  year  previous.  The 
"  Circular  "  continues  to  grow  with  the  expanding  activities 
of  the  Institute,  and  is  now  a  volume  (allowing  for  the 
smaller  type  than  formerly)  equal  to  380  pages,  with  38S 
subscribers.  An  important  feature  in  the  "Circular"  is 
the  printing  of  the  lectures  of  the  London  and  Lancashire 
Students'  Societies.  The  work  of  editing  the  "  Circular  " 
involves  watchfulness  and  discrimination,  and  I  am  sure 
I  may  convey  to  the  acting  editor  the  appreciative  thanks 
of  the  Institute  for  the  care  he  bestows  upon  its 
production. 

The  work  of  the  Kxami nation  Committee  shows  very 
gratifying  results.  The  Committee  is  able  to  report  that  no 
fewer  than  76  per  cent,  of  the  students  have  passed  the 
Preliminary  Examination,  while  as  many  as  68  per  cent, 
have  successfully  passed  the  Final  Examination.  The 
work  of  the  Committee  is  arduous,  and  involves  self- 
denying  effort ;  it  absorbs  what  otherwise  would  mean 
leisure  time,  and  on  your  behalf  I  convey  the  grateful 
thanks  of  the  Institute  to  this  Committee. 

It  is  especially  gratifying  to  note  the  improvement  in  our 
general  financial  position ;  the  year's  working  shows  a 
larger  surplus  than  in  any  previous  year  in  our  history. 
The  deficiency  with  which  we  closed  last  year  has  been 
entirely  wiped  out,  and  instead  of  it  we  have  the 
encouraging  fact  of  a  surplus  amounting  to  ;^6i  9s.  gd. 
A  Consolidated  RaU, 

Inasmuch  as  a  paper  is  to  be  read  upon  this  subject  by 
the  City  Accountant  of  Belfast  (Mr.  C.  E.  Dj^er),  I  do  not 
wish  to  anticipate  any  special  features  or  details  that  the 
paper  may  provide,  and  I  will  therefore  confine  any 
observations  I  may  make  upon  the  subject  to  general  prin- 
ciples ;  and  the  first  thing  1  will  say  is  that  the  country  has 
long  cried  out  for  one  consolidated  rate  for  all  local  pur- 
poses. Perhaps  it  has  not  cried  loudly  enough.  At  all 
events,  it  has  not  reached  the  ears  of  the  Legislature  with 
that  volume  of  sound  which  commands  attention,  and  indi- 
cates purpose  behind  the  appeal.  The  cry  has  been  more 
plaintive  than  aggressive.  Do  not  mistake  me,  I  am  not 
for  a  moment  suggesting  that  Parliament  should  yield  to 
clamour  and  importunity  which  has  no  intelligent  back- 
ground. It  would  be  an  undignified  and  unworthy  Parlia- 
ment if  it  did,  but  the  cry  for  one  general  or  consolidated 
rate  emanates  from  those  who  have  given  their  best  and 
unbiassed  thought  to  the  subject.  It  receives  the  support 
of  those  who  have  specialised  it  for  inquiry  and  report; 
the  findings  of  several  Royal  Commissions  are  uniformly 
in  favour  of  it;  and,  remember.  Royal  Commissions 
represent  selected  and  trained  intellecta»  with  therhighest 
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capacity  for  dealing  with  matters  referred  to  them.  Oh, 
no,  the  demand  is  born  of  intelligent  conviction,  after 
honest  research  as  to  what  is  right  and  best  in  the  interests 
of  the  community,  from  a  thoroughly  practical  point  of 
view. 

All  earnest  searchers  after  reform  in  I..ocal  Government 
finance,  and  especially  those  who  are  actively  interested  in 
the  methods  of  raising  revenue,  have  long  since  realised 
that  the  cumbersome  and  complicated  machinery  neces- 
sary under  a  dual,  triple,  or  multiple  system  of  rating  is  a 
dire  reflection  upon  the  inventive  faculty  and  general  busi- 
ness capacity  of  those  who  are  directly  responsible  for  it. 
Those  of  us  who  are  in  daily  contact  with  the  prevailing 
system  have  long  felt  the  need,  and  long  cherished  the 
hope,  that  one  general  rate  as  recommended  by  the  last 
Royal  Commission  on  Local  Taxation  would  become  law, 
and  that  there  would  be  provided  one  uniform  percentage 
of  exemptions  (where  expedient  or  necessary)  and  com- 
pounding allowances.  Such  a  stroke  of  legislation  would 
mark  real  progress,  carrying  with  it  economy,  simplifica- 
tion, and  convenience  to  the  municipality  and  to  the  rate- 
payer alike ;  and  we  are  led  to  ask,  Why  should  such  an 
important  principle  hang  fire?  It  is  no  party  question; 
politicians  of  all  shades  of  opinion  do  not  hesitate  to 
recommend  it,  and  yet  for  some  inexplicable  reason  no  real 
activity  is  manifested  by  Parliament  to  bring  it  into 
operation. 

Although  a  number  of  corporations,  including  that  of 
Bradford,  have  introduced  clauses  into  their  Bills  pro- 
viding for  one  consolidated  rate,  yet  these  clauses  have 
invariably  been  reported  against  by  the  Local  Government 
Board,  who  have,  as  a  rule,  suggested  that  the  clauses  be 
struck  out,  on  no  higher  ground  than  that  general  legisla- 
tion should  provide  for  it  at  one  stroke.  But  when  will 
Parliament  legislate  for  it?  The  Local  Government 
Board  have  put  forward  no  argument  in  justification  of 
their  suggestion  to  delete  the  clauses  in  private  Bills. 
True,  the  Board  say  there  is  no  "precedent "  in  any  pro- 
vincial town,  but  if  absence  of  precedent  is  assigned  as  a 
reason  for  condemning  a  principle  it  is  surely  illogical.  If 
the  Board  objects  to  a  principle  because  it  has  no  "pre- 
cedent," while  at  the  same  time,  and  for  the  same  reason, 
it  reports  against  the  creation  of  a  "precedent,"  it  can 
hardly  be  classified  as  an  argument,  but  resolves  itself  into 
an  unqualified  plea  for  perpetual  stagnation. 

The  arguments  in  favour  of  one  general  rate  I  need  not 
enter  into.  They  have  been  discussed  over  and  over  again 
by  your  Executive  Council,  and  referred  to  from  time  to 
time  by  members  at  branch  meetings  of  the  Instkute  and 
elsewhere.  These  arguments  will  doubtless  be  emphasised 
in  the  paper  we  are  to  have  upon  the  subject.  Certain  it 
is,  there  are  neither  physical  nor  economic  difficulties 
against  its  adoption.    Your  Executive  has  been  fully  alive 


to  its  importance  for  years,  and  resolutions  upon  the 
subject  were  during  the  last  Parliament  forwarded  by  the 
lion.  Secretary  to  the  Prime  Minister,  the  Chancellor  of 
the  Exchequer,  and  the  President  of  the  Local  Government 
Board. 

I  am  not  speaking  to  the  uninitiated  upon  this  ques- 
tion. We  are  agreed  that  one  rate  is  as  good  as,  and  better 
than,  twenty,  or  even  two,  for  obvious  reasons. 

The  need  for  it  is  pressing  and  absolute  ;  delay  in  this 
matter  is  becoming  a  fine  art ;  and  the  longer  we  indulge 
the  attitude  of  resignation,  the  farther  away  is  the  realisa- 
tion of  our  hopes. 

If  we  are  agreed,  then  how  and  when  shall  we  set  the 
machinery  in  motion?  The  proposal  is  not  revolutionar}', 
but  in  harmony  with  the  most  enlightened  views  on  local 
government  finance. 

It  would  be  a  historic  and  long-to-be-remembered  day 
in  the  annals  of  local  government  if  the  Council  of  every 
corporate  body,  every  representative,  if  need  be,  from  the 
mayor  downwards,  would  simultaneously  petition  Parlia- 
ment to  usher  in  this  long  foreshadowed  measure,  and 
establish  one  general  rate  for  all  local  purposes,  and  not 
rest  until  it  became  an  accomplished  fact ;  to  give  members 
of  Parliament  no  peace  until  it  found  a  place  on  the 
Statute  Book.  If  the  will  of  the  people  is  strong  enough, 
and  persistent  enough,  it  will  be  done. 

My  own  Council  at  Bradford  have  done  what  they  could 
in  the  matter,  but  what  is  wanted  is  unanimity  and  con- 
tinuous action  until  we  attain  our  object.  It  may  be  of 
interest  in  this  connection  to  note  that  the  following  resolu- 
tion was  passed  by  my  Council  in  April  of  last  year :  — 

"That  in  view  of  the  serious  administrative 
difficulties  arising  out  of  the  rating  powers  exercised 
by  overseers,  this  Council  is  of  opinion  that  these 
powers  should  cease  to  exist.  It  therefore  respectfully 
requests  His  Majesty's  Government  to  introduce  into 
Parliament  a  measure  securing  unification  of  rating 
powers,  by  vesting  such  powers  in  local  authorities, 
and  that  the  Town  Clerk  be  instructed  to  forward  a 
copy  of  this  resolution  to  the  Town  Clerks  of  other 
municipalities,  requesting  them  to  bring  it  before 
their  respective  Councils  with  a  view  to  their  passing 
similar  resolutions  and  forwarding  them  to  the 
Municipal  Corporations  Association,  and  their  local 
members  of  Parliament." 
Although  the  wording  of  the  resolution  is  not  sufficiently 
definite  to  indicate  one  general  rate,  yet  the  context  made  it 
clear  that  the  principle  was  intended. 

If  it  be  suggested  that  one  general  rate  would  throw  out  of 
gear  the  provisions  for  exemptions  which  are  made  to 
owners  and  occupiers  under  the  two  rates  separately,  the 
simple  answer  is  that  an  equated  exemption  would  be 
sought  and  found  under  one  general  rate,  which  would 
practically  represent  the  ^j|^^f|d<g^«@^0^|^two 
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rates.    This  is  purely  a  little  sum  in  arithmetic,  and  does 
not  in  the  slightest  degree  a£fect  the  value  of  the  principle 
involved  in  merging  two  or  more  rates  into  one. 
The  Cost  of  Education,  6r*c. 

Public  attention  has  now  been  directed  for  more  than 
four  years  to  the  subject  of  national  education  and  its 
cost.  This  latter  most  important  element  in  the  problem  is 
higher  in  England  and  Wales  than  it  is  in  Germany, 
France,  or  Switzerland.  We  have  to  remember,  however, 
that  the  whole  standard  of  living  is  higher  in  this  country. 
Teachers  and  professors,  from  the  elementary  school  to  our 
ancient  and  modern  Universities,  are  paid  on  a  much 
higher  scale  than  obtains  in  the  countries  named.  But  this 
higher  scale  of  pay  to  teachers  and  professors  is  only  part 
of  the  general  economic  condition,  the  rule  being  that 
remuneration  for  service  is  higher  with  us  than  with  our 
neighbours,  and  this  is  true  through  all  the  ranges  of 
industrial  and  professional  life. 

The  expense  of  education  in  England  and  Wales  has 
been  growing  enormously  during  the  last  thirty  years. 
This  is  partly  due  to  the  extension  of  its  range.  During  a 
period  of  eighteen  years— 1887-88  to  1905-6 — the  cost  for  the 
United  Kingdom  has  increased  from  ;f5»574i00o  to 
;f  16,978,000. 

Large  as  these  sums  are,  they  represent  only  Imperial 
expenditure.  It  is  much  more  difficult  to  discover 
accurately  the  total  amount  raised  by  local  authorities. 
The  returns  for  England,  Wales,  and  Scotland  for  the 
years  1902-3  show  a  total  of  local  taxation  amounting  to 
;f  7,910,000.  If  to  this  the  estimate  for  Ireland  is  taken,  we 
shall  not  be  far  wrong  if  we  put  the  local  charges  for 
education  for  the  United  Kingdom  as  amounting  to  nearly 
;f  10,000,000.  This  shows  that  the  entire  cost  of  our  educa- 
tion system  in  Great  Britain  and  Ireland  has  now  reached 
nearly  ;^27,ooo,ooo  per  annum. 

Now  this  charge  of  ;^  10,000,000  upon  local  authorities  in 
respect  of  education  is  only  part  of  the  financial  burdens 
we  are  called  upon  to  carry.  Extended  areas  of  adminis- 
tration and  expanding  ambitions  of  municipal  life  entail 
constantly  heavier  burdens,  so  that  it  has  become  an  urgent 
and  insistent  question  in  what  way  relief  to  the  ratepayei 
can  be  found.  It  is  easy  to  take  short  views.  Ratepayers 
may,  if  they  choose,  arrest  the  whole  order  of  municipal 
life.  Close  your  parks,  neglect  your  roads,  ignore  sanita- 
tion, &c.,  and  by  so  doing  apparently  reduce  the  rates ;  but 
you  would  also  reduce  the  standard  of  health,  comfort,  and 
efficiency,  and  take  a  long  stride  back  to  barbarism.  This 
is  not  a  policy  that  would  commend  itself  to  intelligent 
men,  and  some  other  way  of  effecting  the  relief  demanded 
must  be  found. 

There  are  significant  clues  given  as  to  the  direction  of 
relief  in  recent  statements  by  the  Minister  for  Education. 
An  additional  Imperial  grant  of  ;f  1,000,000  is  delineated  in 


the  Bill  now  before  Parliament,  and  increased  subsidies 
for  secondary  education  and  technical  colleges  have  been 
foreshadowed.  Then  also  the  Chancellor  of  the  Exchequer 
has  intimated  in  his  recent  Budget  speech  that  for  elemen- 
tary education  purposes  he  is  prepared  to  aid  an  education 
authority  whose  rate  is  in  excess  of  is.  6d.  in  the  £  hy  ^ 
grant  equal  to  three-fourths  of  the  excess. 

In  the  course  of  the  discussion  upon  his  Budget  speech 
on  30th  April  last,  and  in  reply  to  a  question  as  to  the  basis 
of  apportionment  of  the  sum  of  ^f  135,000  as  a  special  grant 
to  meet  the  cases  of  heavily  rated  school  districts, 
Mr.  Asquith  said:  — 

'^The  principle  upon  which  the  Government  are  pro- 
ceeding is  this :  In  the  case  of  an  education  authority 
whose  expenditure  to  be  met  by  the  rate  exceeds  the 
produce  of  a  is.  6d.  rate,  a  grant  will  be  made  out  of 
the  Exchequer  of  three-fourths  of  the  excess. 

*'  Take,  for  example,  West  Ham  :  There  the  expendi- 
ture to  be  met  by  rates  in  excess  of  the  is.  6d.  rate  is 
;f 63,61 2,  and  there  will  be  a  special  grant  of  ;^47.709, 
with  the  result  that  the  rate  which  is  now  29.9d.  will  be 
reduced  to  21. 9d.     In  East  Ham  the  expenditure  in 
excess  is  ;f2i,9i6;  the  special  grant  of  three-quarters 
will  be  ;f  16,437,  wit^  the  result  that  the  present  rate  of 
29. 2d.  will  be  reduced  to  2o.8d.    In  Walthamstow  the 
excess  is  ;^22,ooo  odd,  and  the  special  grant  of  /"i 6,000 
will    reduce    the    rate    from    3o.6d.    to    21.  id.       At 
Edmonton  the  excess  is  ;f  13,000;   the  grant  will  be 
;£'9,7oo,  and  the  reduction  from  33d.  to  2i.7d.** 
The   broad   division    of    the    grant    shows    that    county 
boroughs    will    receive    ;f 64,700,    non-county    Itoroughs 
;f 22,580,  and  Urban  Districts  ;f 47,800.    This,  however,  is 
but  a  drop  in  the  bucket  for  the  majority  of  heavily-laden 
authorities.     Still  it  indicates  that  the  sense  of  national 
responsibility  for  the  whole  sy»tem  of  education  is  grow- 
ing.   In  the  case  of  elementary  education  it  is  compulsory 
both  as  to  quality  and  quantity.     It  is  supervised  by  the 
State,  and  the  action  of  local  authorities  is  very  narrowly 
limited  ;  they  can  exercise  little  or  no  discretion  in  relation 
to  it. 

Now  these  things  indicate  that  the  nation  is  awakening 
to  a  realisation  of  the  full  meaning  of  the  fact  that  educa- 
tion is  a  national  function.  Education  affects  the  quality 
and  efficiency  of  the  whole  body  of  British  citizenship,  and 
no  argument  is  needed  to  prove  that  this  is  a  national 
interest  of  unspeakable  importance.  Of  no  other  part  of 
municipal  activity  can  this  be  affirmed  with  such  over- 
whelming force,  and  the  proposition  put  forward  by  not  a 
few  authorities,  that  so  great  a  national  function  should 
be  taken  up  in  its  entirety  by  the  nation  through  its 
Imperial  Parliament,  is  one  which  I  venture  to  suggest  is 
not  easy  to  controvert.    There  are,  no  doubt,  difficulties 

attendant  upon  such  a  policy,  but  th^^lhimense  burden  of 
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rates,  the  fact  that  education  estimates  of  local  authori- 
ties must  necessarily  grow  for  years  to  come,  the  urgent 
justice  of  the  demand  of  the  ratepayer  that  he  be  relieved 
of  some  part  of  his  burden,  the  fact  that  education  is  far 
more  really  than  any  other  part  of  municipal  administra- 
tion a  national  interest  and  function,  go  to  show  that  in 
this  direction  relief  should  be  found.  This  is  no  doubt  a 
bold  and  heroic  remedy,  but  the  plea  for  its  consideration 
is  the  fact  that  the  ratepayers'  case  is  growing  desperate.. 

In  dealing  with  local  education  rates,  it  must  be  borne  in 
mind  that  they  cannot  be  viewed  apart  from  other  local 
burdens,  and  when  these  have  risen  to  the  point  in  some 
cases  of  over  9s.  od.  in  the  £,  even  the  most  ardent 
municipaliser  must  admit  that  a  condition  of  almost 
intolerable  strain  has  been  reached.  The  demand  for 
relief  cannot  be  resisted,  and  inasmuch  as  education  is  the 
chief  national  function  which  the  ratepayer  is  called  upon 
to  aid  through  his  rates,  the  case  for  relief  is  sufficiently 
strong  to  demand  immediate  consideration  and  practical 
recognition. 

Before  leaving  this  subject,  although  it  may  appear  in 
the  nature  of  a  detail,  I  should  like  to  urge  the  desirability 
of  merging  the  grants  made  by  the  Board  of  Education  into 
one  consolidated  grant  for  elementary  education.  There 
appears  to  be  no  justifiable  reason  why  the  annual  grant, 
the  fee  grant,  and  the  fixed  portion  of  the  aid  grant  should 
not  be  merged  and  paid  by  the  Board  of  Education  as  one 
grant. 

Uniformity  of  Accounts, 

This  time-worn  subject  brings  no  new  development 
except  that  action  has  somewhat  taken  the  place  of  speech 
in  the  appointment  of  a  Departmental  Committee,  the 
terms  of  reference  to  which  may  be  understood  to  include 
it.  As  an  Institute  we  were  ever  agreed  as  to  its  import- 
ance, as  our  annual  records  testify.  At  this  stage,  how- 
ever, I  may  not  anticipate  the  work  of  the  Committee,  or 
enter  into  any  detailed  plea  for  its  adoption,  but,  speaking 
generally  with  regard  to  uniformity  as  a  principle,  every- 
one must  admit  its  importance  and  value  in  any  work 
where  the  aims  and  intentions  are  identical,  and  in  the 
case  of  local  authorities'  accounts  (which  affect  in  a  sense 
every  member  of  the  community)  by  reducing  the  work  of 
recording  financial  transactions  to  a  uniform  system,  a 
wider  and  deeper  interest  is  undoubtedly  awakened  and 
established  by  virtue  of  the  facilities  with  which  com- 
parisons may  be  made  as  between  one  local  authority  and 
another. 

The  ability  to  readily  con:\pare  financial  operations  and 
results  through  the  establishment  of  a  uniform  system, 
stimulates  the  spirit  of  inquiry  and  research  into  causes, 
and  at  the  same  time  promotes,  consciously  or  uncon- 
sciously, a  healthy  rivalry  in  the  attainment  of  maximum 
results  with  a  minimum  of  effort  and  cost. 


As  to  the  particular  line  which  uniformity  should  take, 
it  may  be  difficult  to  suggest  a  scheme  in  all  its  complete- 
ness, which  could  be  made  applicable  to  all  local 
authorities  alike,  having  regard  to  distinctive  legislative 
enactments  which  govern  different  classes  of  local  authori- 
ties—county councils,  urban  and  rural  district  councils, 
parish  councils,  and  municipal  boroughs.  But  apart  from 
any  special  provision  in  the  arrangement  and  order  of 
accounts  which  may  be  imposed  by  existing  statutes  or 
Local  Government  Board  regulations,  certain  broad 
features  on  uniform  lines  might  easily  be  introduced  and 
made  common  to  each. 

Municipal  Trading, 

The  keen  controversy  which  has  for  so  long  attracted 
public  attention  upon  this  topic  is,  to  say  the  least,  in  no 
sense  edifying.  It  is  doubtful  whether  the  case  is  not 
generally  presented  to  the  public  in  such  form  as  tends  to 
confusion  rather  than  enlightenment. 

As  a  question  for  study  and  mastery  on  its  purely 
economic  side,  it  is  rarely  taken  up.  It  would  be  refresh- 
ing to  see  a  really  scientific  disquisition  on  the  subject,  for 
we  should  then  have  essentials  disentangled  from  pre- 
judice, and  often  from  much  personal  bias. 

Upon  the  relative  merits  of  opposing  parties,   whose 

only  aim  is  victory  at  any  cost,  it  is  seldom  if  ever  worth 

while  to  arbitrate,  although  one  may  sometimes  be  driven 

I  to  defend  one's  position  because  it  happens  to  be  attacked. 

If  municipal  trading  is  condemned  wholesale  by  the 
private  trader  because,  as  an  individual,  he  suffers,  then 
surely  the  basis  of  argument  must  be  widened,  for 
municipal  trading  grows  logically  out  of  the  fact  of  incor- 
poration, and  has  become  recognised  as  a  legitimate 
function  of  corporate  life. 

On  the  other  hand,  if  the  zealous  municipaliser  wishes  to 
sweep  all  before  him,  and  embark  upon  all  and  sundry 
schemes  and  undertakings,  in  hot  competition  with  the 
private  trader,  whose  livelihood  under  such  competition 
must  necessarily  be  jeopardised,  because  he  is  undersold, 
while  as  a  ratepayer  he  is  pledged  to  bear  his  proportion 
of  any  deficit  arising  from  any  cause  whatsoever,  then, 
again,  we  say  the  position  demands  an  unbiassed  con- 
sideration of  the  private  capitalist's  relative  position  to 
the  community  from  the  latepayers'  point  of  view. 

The  "justice" — which  we  sometimes  say — "should  be 
done  though  the  heavens  fall "  necessitates  a  deeper 
search  and  a  more  patient  inquiry  than  usually  accom- 
panies the  rough  and  ready  methods  which  are  resorted  to 
in  a  comparison  of  the  merits  of  municipal  versus  private 
trading. 

I  am  not,  however,  concerned  for  the  moment  in  the 

discovery  of  economic  or  other  laws,  the  observance  of 

which  would  level  social  inequalities  or  solve  the  "riddle 

of  the  universe,"  for  that  were  "  a  door  *6^hi£hJ  iplnd  no 
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key."  My  aim  is  rather  to  show  that,  assuming  municipal 
trading  was  limited  to  admitted  monopolies — such  as 
water,  gas,  and  tramways — its  opponents,  either  wilfully 
or  unknowingly,  withhold  one  important  factor  which  in 
any  comparison  between  municipal  and  private  trading 
should  be  writ  large,  and  that  is  the  annual  purchase  year 
by  year  of  the  undertaking  through  the  operation  of  the 
sinking  fund,  which  is  a  statutory  obligation  imposed  upon 
municipalities,  but  which  is  none  the  less  clear  profit,  and 
a  feature  which  must  never  be  lost  sight  of  in  any  com- 
parison between  the  profits  of  private  and  municipal 
trading.  If  the  private  trader  leases  his  premises  and 
simply  pays  an  annual  rent  for  twenty  or  thirty  years,  the 
premises  still  belong  to  the  lessor  at  the  end  of  the  period, 
whilst,  on  the  other  hand,  a  municipality  would  have 
paid  out  of  its  profits  not  only  the  interest  to  mortgagees, 
which  is  equivalent  to  the  lessee's  rent,  but  have  paid  for 
tie  premises  in  addition.  Bradford  has,  by  the  operation  of 
its  sinking  fund,  completed  the  purchase  of  one  of  its 
public  baths.  Who  will  tell  me  that  is  not  clear  profit  to 
"the  municipality  from  a  comparative  point  of  view  with 
the  profit  of  the  private  trader?  Profit  always  appeals  to 
the  business  instinct  of  the  British  subject,  and  once  let 
him  understand  its  significance  divorced  from  technicali- 
ties which  obscure  the  truth,  that  by  the  sinking  fund  he  is 
purchasing  a  house  -for  himself,  then  I  venture  to  think  that 
any  further  comparison  of  the  net  profits  of  municipal 
trading  with  the  trade  profits  of  private  industries  will 
afford  him  more  amusement  than  concern.  When  the 
opponents  of  municipal  trading  ignore  the  sinking  fund, 
they  forfeit  (with  intelligent  men  at  least)  the  very  con- 
fidence they  wish  to  inspire.  Misrepresentation — even 
from  a  selfish  point  of  view — is  as  impolitic  as  it  is  unwise. 
Let  society,  either  in  this  or  any  other  public  question, 
realise  that  vital  facts  are  obscured  or  suppressed,  and 
faith  loses  its  foothold.  The  sinking  fund  of  the  corpora- 
tion gradually  and  surely  pays  off  the  whole  of  the  bor- 
rowed capital,  after  which  the  ratepayer  becomes  the 
absolute  owner  of  the  propery  which  he  has  created.  That 
property  becomes  thenceforward  a  profit-making  power ;  it 
creates  wealth  for  the  community,  promotes  their  comfort, 
and  raises  the  common  standard  of  life.  Careful 
administration  will  always  provide  adequate  sums  for 
unseen  shrinkage  and  contingencies,  with  other  charges 
which  commercial  prudence  suggests  and  demands ;  but 
subject  to  that  the  ratepayers  possess  in  their  municipal 
trading  departments  a  wealth-producing  agency  whose 
power  is  limited  only  in  proportion  as  we  fail  to  recognise 
that  economic  principle  at  which  all  good  government 
aims — namely,  "the  greatest  good  of  the  greatest  number." 
Income-tax. 
The  long-continued  warfare  between  corporations  and 
the  Inland  Revenue  Department  upon  this  subject  is,  we 


have  reason  to  hope,  within  sight  of  settlement.  What  is 
known  as  the  Leeds  Test  Case  provides  for  that  important 
feature  for  which  quite  a  number  of  corporations  have 
been  contending  so  long — ^namely,  the  right  of  a  corporation 
to  be  regarded  as  one  entity  for  income-tax  purposes, 
irrespective  of  the  question  of  "  security  "  (consolidated  or 
otherwise)  which  is  afforded  to  mortgagees. 

The  Leeds  case  was  selected  in  the  first  place  by  the 
Law  Committee  of  the  Association  of  Municipal  Corpora- 
tions, because  it  was  regarded  as  possessing  in  the  con- 
solidated security  it  afforded  to  mortgagees  an  element  of 
strength  which  might  appeal  to  the  judicial  mind. 

By  Section  37  (i)  of  the  Leeds  Corporation  (General 
Powers)  Act,  1901,  it  is  enacted  "that  all  principal  moneys 
"  shall  be  charged  indifferently  upon  the  lands  and  estates 
"the  water  the  gas  and  other  the  undertakings  of  the 
"  corporations  and  upon  all  the  revenues  of  the  corporation 
"and  each  and  all  such  principal  moneys  or  any  of  them 
**  whether  raised  or  owing  before  or  after  the  passing  of 
''this  Act  together  with  the  dividends  interest  annuities 
"and  all  other  annual  sums  (being  hereinafter  referred  to 
"as  '  dividends ')  shall  rank  equally  and  pari  passu  without 
"  any  priority  or  preference  by  reason  of  any  precedence  in 
**  the  date  of  any  statutory  borrowing  power  or  in  the  date 
"of  the  raising  of  the  money  or  in  the  date  of  the  money 
"becoming  owing  or  in  the  date  of  the  security  issued  or 
"given  in  respect  thereof  or  on  any  other  ground 
"whatsoever." 

Your  Executive  Council,  however,  who  have  had  the 
matter  under  consideration,  felt  that  "  security  "  was  not 
the  last  word  to  be  said  upon  the  gjibject.  If  the  "  security  " 
argument  prevails  with  the  Courts,  and  a  favourable 
decision  is  given  in  consequence,  it  will  leave  untouched 
and  unassisted  a  large  number  of  corporations  who  have 
not  yet  obtained  the  Leeds  clause  in  their  local  Acts,  and 
who  are  not  therefore  on  all  fours  with  Leeds  so  far  as  the 
security  question  is  concerned,  but  who  nevertheless  are  con- 
tributing towards  the  litigation  fund  in  the  proportions  of 
their  respective  rateable  values. 

That  the  "  security  "  argument  is  not  paramount  is  sup- 
ported by  the  conclusions  which  appear  to  have  been 
arrived  at  by  the  Law  Committee  of  the  Association  of 
Municipal  Corporations,  as  embodied  in  their  report  pre- 
pared by  the  Town  Clerk  of  Scarborough  (Mr.  NichoU). 
And  also  of  the  Law  Committee's  contention  as  expressed 
in  the  letter  of  their  Secretary  (Mr.  Pritchard),  addressed  to 
various  Town  Clerks  throughout  the  country.  In.  the 
report  Mr.  NichoU,  after  patiently  following  all  the  details 
of  the  London  County  Council  case — ^which  case  gave  the 
income-tax  question  a  fresh  impetus — ^and  after  a  careful 
analysis  of  the  judgment  thereon,  and  allowing  for  all  the 
possible  and  reasonable^^interpretat^ona  of  it,  declares— if 
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not  in  so  many  words,  yet  in  essence — for  a  pooling  of  the 
funds. 
Mr.  Nichol  says  :  — 

"  Putting  the  case  from  the  point  of  view  of  the 
persons  who  are  really  responsible  for  the  payment  of 
interest  on  stock  and  debt — namely,  the  ratepayers  as 
a  whole— the  result  is  practically  the  same  to  them 
whether  certain  specified  payments  are  made  out  of  the 
borough  fund  or  out  of  the  district  fund.  Notwith- 
standing the  distinction  in  favour  of  agricultural  land, 
the  ratepayers  in  respect  of  both  funds  are  practically 
identical,  and  the  determination  as  to  whether  certain 
moneys  are  paid  out  of  the  district  fund  or  out  of  the 
borough  fund,  or  out  of  revenues,  or  out  of  rates,  is 
from  their  point  of  view  merely  a  matter  of  theory.  It 
seems,  therefore,  somewhat  of  an  anomaly  that  the  real 
payers  of  income-tax — namely,  the  ratepayers — should 
be  called  upon  to  pay  a  larger  amount  of  such  tax, 
because  certain  statutory  provisions  theoretically 
assign  some  specific  liabilities  primarily  to  the  district 
fund,  and  other  specific  liabilities  primarily  to  the 
borough  fund,  although,  as  a  matter  of  fact,  such 
liabilities  are  charged  upon  both  funds  and  are  pay- 
able by  identical  persons." 
In  his  letter  to  various  Town  Clerks  throughout  the 
country,  Mr.  Pritchard  says :  — 

"  The  Law  Committee  have  given  the  matter  further 
consideration,   and   are   now   engaged   in  taking  the 
opinion    of     eminent    counsel     upon     the    questions 
involved,  and  (subject  to  their  advice)  they  propose  to 
select  a  test  case,  or,  if  necessary,  two  or  more  test 
cases,  which  would^aise  the  points  in  the  most  satis- 
factory manner  with  the  view  to  obtaining  an  authori- 
tative   decision    in    the    Courts,    applicable    to    the 
circumstances  of  as  many  corporations  as  possible." 
Put  shortly,  the  contention  of  the  Law  Committee  is  that 
"  the  Inland  Revenue  authorities  are  wrong  in  their  present 
*' practice  of  assessing  each  undertaking  separately,  and  of 
**  allowing  a  corporation  to  retain  only  so  much  of  the  tax 
"deducted  by  them  from  interest  on  loans  raised  for  the 
"  purpose  of  each  undertaking  as  is  paid  out  of  the  profits 
"  of  such  undertakings,  but  that,  speaking  generally,  a  cor- 
"poration   should   be    regarded   as   one   entity    although 
"carrying  on  several  businesses,  and  therefore  entitled  to 
"retain  from  the  amount  deducted  from  interest  a  sum 
"  equal  to  the  whole  of  the  income-tax  paid  by  the  corpora- 
"tion  in  respect  of   the   whole   of  their  properties  and 
"undertakings." 

Why  should  we  depart  from  this  view  and  put  a  premium 
upon  "  security  "  ?  To  a  certain  extent  the  Leeds  case  is 
identical  with  the  London  County  Council  case,  and  yet 
the  Commissioners  declare  for  departmentalism.  The 
Inland  Revenue  authorities  have  advised  all  surveyors  of 


taxes  that  unless  interest  were  paid  out  of  profits  and  gains 
by  actual  transfer  of  the  money  in  the  accounts— as  though 
there  were  some  virtue  in  the  stroke  of  a  pen— there  can 
be  no  relief,  which  is  tantamount  to  saying  that  a  corpora- 
tion must  be  split  up  into  as  many  entities  as  there  are 
departments  for  income-tax  assessment. 

If  "security"  is  a  secondary  matter,  as  some  of  us 
believe  it  would  be  so  determined  if  the  question  of  a  cor- 
poration's liability  to  income-tax  were  fought  upon  its 
merits — i.e.,  without  regard  to  the  question  of  "security  " — 
then  it  seems  policy  to  promote  a  test  case  upon  these  lines, 
because  if  it  prevailed  it  would  win  for  all  corporations 
alike,  while  if  it  lost  it  would  leave  unfettered  any  corpo- 
ration with  special  statutory  provisions  relating  to 
"  security  "  to  fight  its  case  on  that  question  alone. 

This  view  of  the  matter  was  submitted  to  a  conference 
between  certain  members  of  the  Law  Committee  of  the 
Association  of  Municipal  Corporations  and  a  Sub* 
Committee  of  your  Council,  with  the  result  that  the  Leeds 
case,  in  addition  to  the  "security  "  question,  now  includes 
that  feature  for  which  many  of  us  have  contended,  the 
right  to  be  regarded  as  onfe  entity  independent  of  the  ques- 
tion of  "security."  A  view  which  we  hope  to  see  sooner  or 
later  ratified  by  the  Courts. 

A  word  upon  the  "Circular."  May  I  remind  you  that 
closely  allied  with  the  work  of  the  Institute  is  its  literature. 
The  "  Circular  "  is  undoubtedly  a  power  for  good  ;  its  value 
in  storing  up  important  knowledge  bearing  on  the 
financial  and  other  interests  of  corporations  cannot  be  too 
highly  emphasised.  Every  organisation  is  more  and  more 
dependent  on  its  literature.  It  is  by  this  means  that  it 
justifies  its  existence  to  that  outer  world  wherein  its  work 
lies.  Through  its  literature  it  keeps  in  touch  with  the 
growing  and  expanding  energies  of  the  community,  and 
thus  secures  intelligent  appreciation  and  sympathy  for  the 
Institute  and  its  purposes.  Let  members  bear  in  mind  the 
importance  of  assisting  the  editor  with  contributions  as 
they  may  find  opportunity. 

Among  the  varied  questions  which  members  of  the 
Institute  have  at  heart  may  be  mentioned  the  securing, 
where  possible,  for  local  authorities,  any  new  sources  of 
civic  revenue.  The  urgency  of  this  is  demonstrated  with 
added  force  every  year.  Municipal  activities  are  spread- 
ing on  every  side,  and,  despite  the  cavilling  of  captious  and 
interested  opponents,  they  are  bound  to  grow.  Their 
growth  is  the  sign  of  the  deepening  sense  of  the  corporate 
life  of  the  community  ;  a  growing  consciousness  of  society's 
power,  through  its  representative  institutions,  to  lift  up 
the  standard  of  personal,  domestic,  and  national  life.  But 
the  improvements  thus  indicated  cost  money,  and  it  is  clear 
that  the  time  has  come  when  definite  efforts  should  be 
made  to  acquire  for  the  public  service  a  large  proportion  of 
that    enormous    wealth    created  by    public   money    and 
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enterprise.  One  method  of  approaching  that  ideal  is  the 
taxation  of  land  values.  Under  what  conditions  and 
limitations  is  not  yet  clear,  but  the  principle  has  justified 
itself  to  the  public  conscience  as  essentially  wise  and 
equitable,  and  we  may  confidently  expect  that  at  no  distant 
date  it  will  become  part  of  the  practical  politics  of 
Parliament. 

But  the  translation  of  ideals  into  institutions  and  laws  is 
part  of  the  task  of  all  constructive  statesmanship.  We  may 
pass  academic  resolutions  at  annual  meetings,  but  we 
must  learn  to  act,  not  as  students  and  administrators  only, 
but  also  as  responsible  citizens,  whose  true  aim  should  be 
the  art  of  living  well  together  in  society,  and  of  building 
up  a  social  order  in  which  eveiy  resource  of  advancing 
civilisation  shall  be  directed  to  the  supreme  purpose  of 
making  it  easy  for  the  citizen  to  do  right  and  difficult  to 
do  wrong.  We  must,  by  every  means  that  experience  can 
suggest,  urge  this  ideal,  with  all  the  practical  measures  that 
tend  to  its  realisation,  on  the  attention  of  local  and 
Imperial  authorities.  Every  year  the  influence  and  power 
of  these  authorities  is  growing.  More  and  more  of  the  life 
of  the  individual  and  of  society  is  passing  under  their 
influence  and  control.  That  these  governing  powers  should 
be  well  informed  and  wisely  directed  is  a  matter  on  which 
the  very  stability  of  society  depends.  To  aid  in  their 
instruction  and  guidance,  to  impart  to  them  force  and 
inspiration,  is  part  of  that  great  work  to  which  this  Insti- 
tute should  devote  its  energies  and  experience.  If  it  does 
this  wisely  and  rightly,  it  will  become  more  than  a  gather- 
ing of  trained  experts.  It  will  have  justified  its  existence 
as  an  assembly  of  thoughtful  and  skilful  officials  who  hold 
up  before  themselves  as  a  first  consideration,  and  as  the 
first  object  of  their  care  and  solicitude,  the  well-being  of 
society  as  a  whole. 

Gentlemen,  I  thank  you  for  the  patience  with  which  you 
have  listened  for  so  long  to  my  remarks,  and  again  for  the 
honour,  kindness,  and  consideration  you  have  extended 
to  me. 


BstenMnd  tbe  TTfrne  tor  1Redt0tratfon  ot 
Z)ebentttre0* 


(From  The  Solicitors'  Journal.) 
The  provisions  of  Section  14  of  the  Companies  Act,  1900, 
with  reference  to  the  registration  of  debentures,  and  of 
Section  15,  under  which  an  omission  to  register  within  the 
prescribed  period  of  twenty-one  days  can,  under  certain 
circumstances,  be  rectified,  have  naturally  been  productive 
of  numerous  applications  to  the  Court,  and  it  was  speedily 
settled  that  no  rectification  could  be  allowed  to  the  pre- 
judice of  rights  already  acquired  at  the  date  of  actual 
registration — ^a  proviso  the  meaning  of  which  has  come  in 
question    in   the    recent    case    of    Rt   Ehrmann   Brothers^ 


Zim.,  before  Joyce,  J.  Section  15  provides  that  a 
Judge  of  the  High  Court,  on  being  satisfied  that  the  omis- 
sion to  register  in  due  time  was  accidental,  or  due  to 
inadvertence  or  some  other  sufficient  cause,  or  was  not  of 
a  nature  to  prejudice  the  position  of  creditors  or  share- 
holders of  the  company,  or  that  on  other  grounds  it  was  just 
and  equitable  to  grant  relief,  might,  on  such  terms  and  con- 
ditions as  seemed  to  the  Judge  just  and  convenient,  order 
the  time  for  registration  to  be  extended.  In  Re  Joplins 
Brewery  Co.,  Lim.  (50  W.R.  75 ;  1902,  i  Ch.  79)  Buckley^ 
J.,  referred  to  the  analogous  provision  of  Section  14  of  the 
Bills  of  Sale  Act,  1878,  under  which  a  Judge  of  the  High 
Court  has  power  to  extend  the  time  for  registering  a  bill  of 
sale,  and  pointed  out  that  it  had  been  the  practice,  in 
making  orders  at  Chambers  under  this  section,  to  introduce 
the  words  "but  this  order  is  to  be  without  prejudice  to  the 
"  rights  of  parties  acquired  prior  to  the  time  when  the  bill 
"of  sale  is  actually  registered,"  and  since  applications 
under  both  sections  are  made  without  notice  to  creditors, 
he  held  that  a  similar  proviso  ought  to  be  added  to  orders 
made  under  Section  15  of  the  Companies  Act,  1900. 

In  the  next  case — Re  Spiral  Globe ^  Ldm.  (50  W.R.  187 ; 
1902,  I  Ch.  396) — an  attempt  was  made  to  show  that  the 
cases  on  Section  14  of  the  Bills  of  Sale  Act,  1878,  did  not 
warrant  so  extensive  a  proviso  as  that  inserted  in  Re  Joplin 
Brewery  Co.,  and  that  it  was  sufficient  to  protect  the  rights 
of  creditors  who  had  became  such  after  the  date  of  the 
issue  of  the  debentures.  In  Crew  v.  Cummings  (36  W.R. 
908,  21  Q.B.D.  420),  where  an  execution  creditor  had 
intervened,  and  in  Re  Parsons  6*  Furber  (41  W.R.  46S; 
1893,  2  Q.B.  122),  where  the  grantor  of  the  bill  of  sale  had 
become  bankrupt  before  its  registration,  the  Court  refused 
to  interfere,  on  the  ground  that  the  property  in  the  goods 
had  changed,  and  that  it  would  not  be  right  to  rectify  a 
mistake  after  a  third  party  had  acquired  a  title.  But 
Swinfen  Kady,  J.,  declined  to  see  in  these  cases  any  ground 
for  restricting  the  proviso  in  question.  Their  principle, 
he  said,  was  not  limited  in  its  application  to  those  cases 
in  which  the  ownership  of  or  property  in  goods  or 
chattels  had  actually  changed ;  it  extended  to  cases 
in  which  the  rights  of  third  persons  had  actually 
accrued  and  in  which  they  would  be  prejudicially  afiected 
if  registration  were  allowed  without  saving  and  protecting 
those  rights. 

In  Re  Spiral  Globe,  Lim.,  a  voluntary  winding-up  had 
supervened  after  the  issue  of  the  debentures  and  before  the 
application  for  an  extension  of  time  for  registration,  so 
that  the  proviso  would  have  deprived  the  registration  of 
any  practical  value ;  but  the  rights  of  the  debenture- 
holders  were  saved  by  the  subsequent  decision  of  Joyce. 
].—Re  Spiral  Globe,  Lim.  (No.  2)  (1902,  2  Ch.  209) — that, 
under  the  circumstances,  the  debentures  were  to  be  taken 
as  issued,  for  the  purpose  of  registration,  before  the  Act 
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of  1900  came  into  operation,  so  that  registration  was  not 
required — a  result  which  has  been  in  effect  overruled  by 
subsequent  cases.  But  the  decision  in  the  earlier  case  of 
Re  Spiral  Globe^  Lim.,  was  followed  by  Buckley,  J.,  in 
Re  Abrahams  &*  SonSy  Lim.  (50  W.R.  284;  1902,  i  Ch.  695), 
where  also  a  voluntary  winding-up  had  commenced  before 
the  application  for  an  extension  of  time.  On  a  liquida- 
tion, the  learned  Judge  pointed  out,  the  rights  of  all 
creditors  attached,  and  he  could  on  no  principle  take 
away  their  strict  rights.  An  innocent  creditor  who  had 
neglected  to  complete  his  security  could  not  be  allowed  to 
take  away  the  rights  of  other  innocent  creditors.  However, 
some  doubt  was  cast  by  the  Court  of  Appeal  in  Re  John- 
son <Sr*  Co.^  Lim.  (50  W.R.  482  ;  1902,  2  Ch.  loi)  on  the  extent 
to  which  the  cases  had  gone,  and  it  was  said  that  the  cases 
on  the  Bills  of  Sale  Act,  1878,  did  not  require  protection  to 
be  given  except  in  favour  of  creditors  who  had  taken  some 
step  to  enforce  their  debts  before  the  application  for 
extension  of  time.  "  The  analogy  of  the  Bills  of  Sale  Act," 
said  Cozens-Hardy,  L.J.,  "which  Buckley,  J.,  took  in 
^  Joplin^s  case  seems  to  me  to  be  very  close  and  precise, 
**but,  speaking  for  myself,  I  doubt  whether  the  words 
"which  he  has  inserted — which  are  a  mere  transcript  of  the 
"common  form  under  the  Bills  of  Sale  Act — would  have 
"  any  effect  in  protecting  creditors  who  had  not  taken  some 
"proceeding  to  get  a  charge  or  security  upon  the  goods." 

In  Re  Johnson  <5r»  Co.  (supra)  the  special  feature  was  that 
certain  debentures  of  a  series  had  been  issued  before  the 
Act  of  1900  came  into  operation,  so  as  not  to  require  regis- 
tration, and  other  debentures  of  the  same  series  were  issued 
after  the  Act  came  into  operation,  but  were  not  registered 
in  due  time.  In  making  an  order  for  extending  the  time 
for  registration,  the  Court  of  Appeal  introduced  special 
words  so  as  to  secure  equality  between  all  the  debentures 
of  the  series,  but,  subject  to  this,  there  was  the  usual 
proviso  that  the  order  was  to  be  without  prejudice  to  rights 
acquired  against  the  holders  of  the  second  set  of  debentures 
prior  to  the  time  when  they  were  actually  registered.  No 
actual  decision  was  given  as  to  the  class  of  creditors  who 
were  thus  protected,  and  the  Court  of  Appeal  did  no  more 
than  make  the  suggestion  above-mentioned.  In  the  sub- 
sequent case  of  Re  AMglo-Oriental  Carpet  Manufacturing 
Co.  (51  W.R.  634;  1903,  I  Ch.  914)  Buckley,  J.,  observed 
that  the  words  of  the  proviso  in  the  order  in  Re  Johnson 
&*  Co,  had  the  same  effect  as  those  used  in  the  Joplin 
Brewery  case,  and  he  held  that,  where  a  winding-up  had 
occurred  after  the  date  of  the  order  extending  the  time  for 
registration,  but  before  actual  registration  of  the  deben- 
tures, the  rights  of  the  general  creditors  had  accrued,  and 
the  debenture-holders  could  only  claim  to  rank  with  them 
as  unsecured  creditors.  The  words  of  the  proviso,  what- 
ever their  precise  limits,  clearly  included  and  saved  the 
right  which  the  creditors  acquired  on  the  passing  of  the 


winding-up  resolution  to  have  the  assets  realised  and  dis- 
tributed among  them  pari  passu. 

In  the  recent  case  of  Re  Ehrmann  Brothers^  Lim.  (supra), 
no  winding-up  had  occurred  before  the  actual  registration 
of  the  debentures  under  the  order  allowing  an  extension  of 
time,  but  Joyce,  J.,  held  that  this  made  no  difference,  and 
that  all  unsecured  creditors  whose  debts  existed  at  the  date 
of  actual  registration  were  within  the  proviso,  and  were 
entitled  to  rank  pari  passu  with  the  debenture-holders.  In 
1900  a  company  created  a  series  of  debentures  intended  to 
rank  pari  passu.  Some  of  this  series  were  issued  before 
the  Act  of  1900  came  into  operation,  and  some  after.  Those 
issued  after  the  Act  came  into  operation  were  not  regis- 
tered within  the  twenty-one  days,  and  by  an  order  made 
on  the  24th  of  July  1903  the  time  for  registration  was 
extended  to  the  14th  of  August  1903.  The  order  contained 
the  usual  proviso  that  it  was  to  be  without  prejudice  to  the 
rights  of  parties  acquired  against  the  holders  of  the  deben- 
tures in  question  prior  to  the  time  of  actual  registration. 
The  debentures  were  registered  before  the  extended  date. 
In  a  debenture-holders'  action  an  inquiry  was  directed  as 
to'  which  of  the  unsecured  creditors  of  the  company  at  such 
date  of  registration  still  remained  unsatisfied,  and  upon 
further  consideration  the  question  arose  whether  such 
creditors  ranked  with  the  debenture-holders  whose  deben- 
tures had  been  registered  under  the  order.  Joyce,  J., 
treated  Re  Anglo-Oriental  Manufacturing  Co.  (supra)  as 
showing  that  the  proviso  debarred  the  debenture-holders 
from  taking  priority  over  persons  who  were  unsecured 
creditors  before  the  registration.  Had  he  been  unfettered 
by  authority,  he  would  have  been  disposed  to  say  that  the 
ordinary  unsecured  creditors  did  not  acquire  any  rights 
against  the  holders  of  the  debentures  unless  they  acquired 
rights  against  the  property  charged  by  the  debentures. 
Since  this  was  the  view  suggested  by  the  Court  of  Appeal 
in  Re  Johnson  &*  Co.,  it  is  perhaps  singular  that  the  learned 
Judge  did  not  act  upon  his  own  opinion  instead  of  follow- 
ing Re  Anglo-Oriental  Carpet  Co.^  especially  since  he 
pointed  out  some  of  the  inconveniences  that  might 
follow ;  and  since,  moreover,  there  had  been  no  winding-up 
before  registration,  such  as  had  occurred  in  that  case.  He 
held,  however,  that  it  was  immaterial  to  Buckley,  J.*s, 
decision  whether  the  registration  was  before  or  after  the 
winding-up.  In  this  state  of  affairs  it  seems  not 
improbable  that  the  Court  of  Appeal  will  have  a  chance 
of  saying  whether  the  views  advanced  in  Re  Johnson  6r*  Co. 
are  to  be  taken  as  limiting  the  effect  of  the  proviso  or  no. 


DersonaL 

Mr.  Christopher  G.  Coatbs.  Chartered  Accountant, 
announces  that  he  has  commenced  practise  at  206  Gresham 
House,  Old  Broad  Street,  London,  E.G. 

Messrs.  Hardy.  Hislop  &  Co.,  Chartered  Accountants, 
announce  that  they  have  removed  to  49  Finsbury  Pave- 


ment, E.G. 
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failures  and  XfUs  or  Sale  in  Bnoland 


According  to  Kemf*s  MtrcanHU  GasitUt  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  June  22nd,  was  178,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  London  GaMttte, 
88 :  Deeds  of  Arrangement  registered,  90.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were  : 
Bankruptcies,  98;  Deeds  of  Arrangement,  59— total,  157; 
being  an  increase  of  21.  The  total  number  of  commercial 
failures  recorded  during  the  25  weeks  of  the  present  year  is 
4,170 ;  the  total  number  recorded  in  the  corresponding  25 
weeks  of  last  year  was  4,432,  showing  a  decrease  of  262. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
June  22nd,  was  137.  The  number  in  the  corresponding  week 
of  last  year  was  137  also,  showing  no  alteration.  The  total 
number  filed  during  the  25  weeks  of  the  present  year  is 
3,739 ;  the  total  number  filed  in  the  corresponding  25  weeks 
of  Ust  year  was  4,152,  showing  a  decrease  of  413. 


Debentnret. 

The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week 
ending  Friday,  June  22nd.  amounted  to  /i, 246. 127,  by  way 
of  addition  to  /i,  117,635,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  :(892,i75,  showing  an  increase  of 
^353. 952.  The  total  amount  registered  during  the  25 
weeks  of  the  present  year  was  ;(40,82i,8i6  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  ;f  37,02 1,642  for  the  corresponding  25  weeks 
in  1905,  showing  an  increase  of  /3,8oo,i74. 

CottUtttB  Of  No.  1647,  June  30,  1906. 
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Sept.  28th  1905 4% 

April  5th  1906  i\% 
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The  ehartered  Acconntaiits' 


Benevolent  nssoctatioii, 

Prtid*iU: 
B.  WATBRHOUSE.  Esq. 

Truumrsrs : 

J.  DIX  LEWIS,  Esq. 

F.    W.    PIXLEY,    Esq. 

GERARD  VAN  DE  LINDE.  Esq. 

Bankers : 
WILLIAMS  DEACON'S  BANK.  LIM. 


J^uring  the  year  ended  sist  March  1906,  Relief  was 
granted  in  29  cases  to  the  amount  of  ^876  7s.  6d. 

J^onations  and  Annuities  to  necessitous  Members 
are  paid  only  out  of  the  net  Income  received  from 
Annual  Subscriptions  and  Investments. 

^11  Donations  and  Legacies  are  invested. 

I^embers  of  the  Institute  of  Chartered  Accountants 
are  earnestly  requested  to  become  Members  of 
the  Association. 


MOOROATB  PLACB, 

London,  B.C. 


GEORGE    COLViLLE. 

Secretary. 


Fowler  &  Pottier, 

HUCTIONEERS,  SURYETORS    ft   TALUERS. 


KKOISTER     OF    CITY     OFFICES,     SHOPS,     WAREHOUSES,    ETC. 
TO     BE     LET     OH     SOLD. 
MAHAOEMEHT     AHD     SALE     OF     REAL     ESTATE. 


A.  0.  FOWLBB,  F.B.L  86   WAIiBROOK,  B.C. 

a.   8.  POTTIIR    FJL.I. 
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Note  as  to  the  references  in  the  following  Reports.  L.R. — Law  Reports ;  Ch.D.— Chancery  Division ;  K.B.D. — 
King's  Bench  Division ;  W.N.— Weekly  Notes ;  T.L.R.— Times  Law  Reports ;  L.J.— Law  Journal  Reports ;  I^T.— 
Law  Times ;  S.J. — Solicitors'  Journal. 


Accountancy  and  Auditing. 

LORD    MAYOR'S    COURT. 

December  20. 

(Before   Mr.  Bosanquet,  K.C,  Common  Serjeant,  sitting 

without  a  jury.) 

Youldon  V.  Avon. 

AcfOuntanVs  ChMrgn — Termination  of  Engagement — Payment 
in  Lieu  of  Notice, 

Mr.  Charles  Youldon,  an  accountant,  sued  Mr.  E.  Avon, 
a  cycle  and  motor  accessories  merchant,  of  'Long  Lane,  for 
/16  19s.  for  professional  work  done.  The  sum  claimed 
was  made  up  of  three  items  — 15  guineas,  less  £j 
paid  on  account,  for  making  out  a  Profit  and  Loss 
Account  for  the  defendant,  and  preparing  a  Balance 
Sheet  for  the  years  1902,  1903,  and  1904;  one  guinea, 
a  month's  fee  for  supervising  the  defendant's  books,  and 
posting  his  Private  Ledger ;  and  £3  3s.,  three  months' 
salary  in  lieu  of  notice.  The  plaintiff  detailed  the  circum- 
stances under  which  the  work  was  done.  The  Balance 
Sheet  was  made  out  in  September  of  last  year  in  order  to 
obtain  a  reduction  of  the  income-tax.  There  was  no  definite 
agreement  as  to  the  charge,  but  the  plaintiff  was  engaged 
for  69  hours  on  the  work,  and  the  result  was  a  saving  to  the 
defendant  of  about  /18.  The  fees  ch<urged,  it  was  said,  were 
fair  and  reasonable.  For  the  defendant  it  was  denied  that 
the  plaintiff's  work  had  resulted  in  a  reduction  of  the  tax  by 
/18,  while  it  was  said  that  the  fee  agreed  for  that  particular 
work  was  £3,  which  had  been  paid.  The  guinea  claimed 
for  a  month's  supervision  of  the  books  was  paid  into  Court. 
As  to  the  claim  for  salary  in  lieu  of  notice,  it  was  said  that 
the  engagement  was  put  an  end  to  in  consequence  of  the 
defendant's  refusal  to  do  the  work. 

JUDGMENT. 

The  Common  Serjeant  gave  judgment  for  the  plaintiff  for 
£1^  17s.,  including  the  amount  paid  into  Court. 
{City  Press.) 


BIRMINGHAM  ASSIZES. 

NISI    PRIUS    COURT. 

December  19  &  20, 

(Before    Kbnnbdy,   J.) 

Moore  v.   Bralthwalte*   JackBon  St  Co. 

Libel— Reply  to  Trade  Enquiry^Pnblication. 

A  libel  action  was  brought  by  William  Henry  Moore, 
Chartered  Accountant,  of  Walsall,  against  Braithwaite, 
Jackson  &  Co.»  timber  merchants  and  contractors,  of  Hull. 

In  opening  the  case,  Mr.  Young  said  the  issue  between 
the  parties  was  whether  Mr.  Moore  really  ought  to  be  in 
the  dock  as  a  criminal  for  conspiring  to  obtain  goods  from 
the  defendants  by  false  pretences.  That  was  a  very 
serious  libel  on  a  man  who  occupied  an  important  position 
in  Walsall  as  an  accountant,  debt  collector,  and  com- 
mercial inquiry  agent.  Part  of  his  business  was  that  of 
the  Walsall  Saddlers'  and  Leather  Merchants'  Association, 
and  he  also  acted  as  trustee  in  bankruptcy  in  many  cases. 
There  had  never  been  any  complaint  about  his  conduct  as 
a  trustee.  The  libel  had  reference  to  his  dealings  with  a 
builder  named  Lynex,  who  was  an  undischarged  bankrupt, 
and  had  served  two  months'  imprisonment  without  hard 
labour  for  an  offence  against  the  bankruptcy  law  as  long 
ago  as  1887.  Evidently  most  of  his  creditors  sympathised 
with  him  in  his  misfortune,  for  they  continued  to  supply 
him  with  goods  when  he  traded  under  his  wife's  name. 
In  1S97  he  had  a  big  building  contract  with  Captain 
Harrison.  There  was  a  dispute  between  them  as  to  the 
extras,  and  so  large  a  sum  of  money  was  locked  up  that 
Mr.  Lynex  had  to  call  his  creditors  together  and  execute  a 
deed  of  assignment.  Mr.  Moore,  the  plaintiff,  and  Mr. 
Scott,  of  Hull,  were  appointed  trustees,  and  they  carried 
on  the  litigation  with  Captain  Harrison.  It  was  «a  long 
and  eixpensive  litigation,  aqd  in  the  end  the  amount 
recovered  by  Mr.  Lynex  was  swallowed  up  in  costs.  The 
result  was  that  Mr.  Lynex' 3  estate  became  insolvent,  but 

his  second  wife  raised  sufi&cient  mone^flfbm  her  friends 
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to  purchase  the  business,  which  was  then  carried  on  in  the 
name  of  Maiy  Anne  Lynex.  To  enable  her  to  build 
cottages  on  land  which  she  had  leased,  Mr.  Moore  lent  her 
several  sums  of  money  on  mortgage.  Unfortunately  for 
him,  he  acted  as  his  own  surveyor,  and  in  February  1905 
he  found  that  he  had  been  lending  more  money  than  the 
state  of  the  property  justified,  and  he  then  refused  to  lend 
any  more.  Consequently  Mrs.  Lynex  had  to  call  her 
creditors  together,  and  a  receiving  order  was  filed  on 
February  5.  The  transactions  between  Mr.  Moore  and 
Mrs.  Lynex  then  became  open  to  inspection,  but  the 
trustee  in  bankruptcy  found  nothing  wrong  with  them.  The 
defendants  had,  however,  made  allegations  in  regard  to 
these  transactions,  and  a  report  which  the  plaintiff  made  to 
Mr.  Scott,  of  the  Timber  Trades  Association  Inquiry 
Agency  at  Httll.  The  allegation  was  that,  in  order  that 
Mr.  or  Mrs.  Lynex  might  obtain  timber  from  the 
defendants,  the  plaintiff  gave  a  false  account  of  the 
position  and  antecedents  of  Lynex.  He  entirely  repudiated 
this  allegation.  At  the  time  when  he  sent  his  report  to 
Hull  Lynex  was  doing  very  well.  He  had  just  made  a 
profit  of  ;£8oo,  and  was  in  a  position  to  make  a  further 
profit  of  £$04  on  property  which  he  had  built.  The  report 
which  came  into  the  hands  of  the  defendants  was  as 
follows:— "^^  M.  A.  Lynex,  Walsall.— This  is  really 
"Alfred  Lynex,  trading  in  his  wife's  name.  He  has  been 
**  in  business  upwards  of  twenty  years,  and,  as  you  kmow, 
**  executed  a  deed  of  assignment  about  three  years  ago  as 
"executor  of  Jane  Lynex,  deceased.  He  is  doing  better 
"now,  and  has  been  building  cottage  property  worth 
";fi,5oo,  and  is  now  building  eleven  houses  in  the  same 
"street.  In  these  operations  he  is  being  financed  by  our 
"Mr.  Moore.  Payments  are  on  the  slow  side,  but  we 
"believe  him  to  be  in  a  better  position  than  he  has  been 
"for  a  long  time,  and  consider  j^is©  a  reasonable  risk  as  a 
"limit."  That  was  a  true  statement  of  the  position  of 
Lynex's  affairs  at  the  time  the  report  was  written.  He 
made  no  reference  to  the  fact  that  Lynex  was  an  undis- 
charged bankrupt,  and  was  convicted  in  1897,  because  the 
report  was  sent  to  Mr.  Scott,  who  had  acted  as  co-trustee 
with  him  in  regard  to  the  affairs  of  Lynex,  and  knew  as 
much  about  Lynex's  antecedents  as  he  did.  That  convic- 
tion did  not  affect  the  credit  of  Mrs.  Lynex,  and  it  would 
have  been  unfair  to  her  to  have  gone  into  something  which 
her  husband  had  atoned  for.  In  March  of  the  present  year 
Mrs.  Lynex  made  an  arrangement  with  her  creditors,  and 
consequently  the  plaintiff,  on  March  28,  wrote  to  the 
defendants,  stating  that  the  plaintiff  had  decided  to  com- 
plete«the  properties,  and  would  require  building  materials, 
for  which  he  (plaintiff)  would  undertake  to  pay,  and  ask- 
ing for  prices  of  materials. 

In  reply,  the  defendants  wrote  to  Mrs.  Lynex  the  letter 
complained  of«  which  was  as  follows: — ''We  hafve  your 


"letter  of  the  3rd  inst.,  and,  noting  contents,  we  are  not 
"desirous  of  doing  any  business  with  you  or  with  Mr. 
"  Moore  unless  we  have  the  actual  cash  in  our  hands  before 
"the  goods  leave  our  yard.  The  regrets  that  you  express 
"  as  to  the  '  very  sudden  and  unexpected  turn  of  events ' 
"are  little  more  than  impertinence,  as  you  must  have 
"  known  very  well  that  the  manner  in  which  you  have  lent 
*' yourself  to  what  has  been  little  less  than  a  conspiracy  to 
"  obtain  goods  without  any  intention  to  pay  for  them  could 
"  only  end  as  it  has  ended.  The  affair  is  not  ended  yet, 
"  however,  and  by  the  aid  of  the  law  some  rather  startling 
"  developments  may  yet  be  seen."  That  was  the  libel.  The 
defendants  denied  writing  it,  and  also  denied  that  it 
applied  to  the  plaintiff,  and  then  they  attempted  to  justify 
it.  He  contended  that  there  was  nothing  in  the  plaintiff's 
dealings  with  Lynex  to  justify  such  allegations. 

The  plaintiff  went  into  the  witness-box  and  gave  evi- 
dence in  support  of  his  counsel's  statement. 

Cross-examined  by  Mr.  Disturnal,  he  admitted  that  he 
had  had  to  pay  ;^2oo  damages  for  slandering  a  Walsall 
surveyor.  In  that  case  he  indiscreetly  told  a  third  party 
that  he  was  going  to  call  a  meeting  of  creditors.  It  was  a 
grave  indiscretion,  and  it  cost  him  ;f 2,000.  It  was  a  fact 
that  he  afterwards  prosecuted  the  plaintiff  and  the  chief 
witness  in  that  case  for  perjury,  and  that  prosecution 
broke  down.  He  had  had  24,000  inquiries  pass  through 
his  hands,  and  his  reports  had  never  previously  been  called 
in  question.  As  a  debt  collector  he,  before  making  the 
report,  had  had  to  act  for  one  of  Mrs.  Lynex's  creditors, 
but  it  was  only  in  respect  of  a  small  amount,  which  was 
disputed.  When  he  made  his  report  it  did  not  occur  to  him 
that  it  would  be  to  his  interest  that  Lynex  should  get 
credit.  It  was  to  his  interest  that  Lynex  should  finish  the 
property,  but  he  did  not  care  whether  he  got  his  materials 
on  credit  or  paid  cash  for  them.  At  that  time  he  was  satis- 
fied ttiat  his  mortgage  was  well  secured  and  that  Lynex's 
position  was  sound.  It  was  a  fact  that  he  signed  the  plans 
as  owner  of  twelve  out  of  the  fifteen  houses  erected  by 
Lynex.  He  did  that  because  the  land  in  those  cases 
belonged  to  him,  and  because  Lynex  told  him  it  was  the 
usual  way  to  get  the  plans  passed  by  the  corporation. 

The  plaintiff  was  in  the  witness-box  four  hours. 

Mrs.  Lynex,  to  whom  the  alleged  libellous  letter  was 
written,  was  cross-examined  by  Mr.  Vacbell.  She  said  she 
bought  the  business  from  the  trustees  of  her  husband^ s 
estate  for  ;^  1,400.  She  got  £60  of  it  from  her  father,  and 
;£2o  from  her  brother.  The  test  of  the  money  came  out  of 
the  business.  That  was  to  say,  she  collected  book  debts 
and  used  up  the  stock-in-trade,  and  thus  raised  money  to 
pay  out  the  trustees. 

Mr.  Lynex  was  also  examined  at  length  as  to  his  busi- 
ness transactions  on  behalf  of  his  wife. 

In  opening  the  defendant's  case,01r.|  Vachell  said  every- 
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body  who  had  considered  the  circnmstanoes  of  the  case, 
had  seen  Mr.  Moore  in  the  box,  and  had  heard  the  evi- 
dence, must  feel  certain  that  what  reputation  Mr.  Moore 
might  have  had  in  Walsall  had  not  suffered  one  jot  from 
the  alleged  libel,  and  that  the  plaintiff's  only  object  was 
to  put  as  much  money  in  his  pocket  as  possible  at  the 
expense  of  the  unfortunate  gentlemen  living  in  Hull,  who 
already  had  been  such  heavy  losers  by  reason  of  their 
transactions  with  Lynex,  the  friend  of  the  plaintiff.  The 
letter  complained  of  did  not  even  come  to  the  notice  of  the 
Official  Receiver.  The  jury  were  to  be  asked  to  award  the 
plaintiff  heavy  damages  for  the  ruin  Moore's  character 
had  suffered,  and  yet  if  they  had  to  consider  damages  at 
all  they  must  weigh  them  by  what  loss  of  reputation  they 
thought  Moore  had  suffered  in  the  eyes  of  the  only  person 
to  whom  the  alleged  libellous  letter  was  addressed ;  that 
person  was  Lynex,  one  of  the  warmest  partisans  that  even 
Moore  could  desire.  The  truth  of  the  whole  matter  was 
that  the  plaintiff  had  tasted  the  sweets  of  litigation.  He 
had  been  in  that  Court  thrice,  and  had  seen  how  easily 
the  sum  of  jfaoo  might  be  made  in  almost  as  many 
minutes,  and  he  had  been  seized  with  an  enthusiasm  to 
try  that  method  of  making  money  for  himself.  When  this 
letter  was  written  thie  defendants  had  not  the  slightest 
Intention  of  referring  to  Mr.  Moore,  for  at  the  time  they 
did  not  know  much  about  him.  He  invited  the  jury  to 
consider  whether  the  extraordinary  building  transactions 
between  Mr.  Moore  and  Mr.  Lynex  were  not  carried  out 
mainly  for  Mr.  Moore's  benefit.  He  contended  that  with 
the  connivance  of  Mr.  Lynex  the  plaintiff  had  recklessly 
heaped  up  mortgages,  which  the  creditors  would  have  to 
pay  off  before  they  could  get  a  penny  of  the  money  to 
which  they  were  entitled. 

Harold  Pravener  Jackson,  the  defendant,  who  carries  on 
business  as  Braithwaite,  Jackson  &  Co.,  was  examined  at 
length  by  Mr.  Vachell  aa  to  the  events  that  led  up  to  the 
writing  of  the  letter  in  question.  With  regard  to  that 
letter,  he  said  that  nothing  in  it  after  the  first  paragraph 
had  reference  to  Mr.  Moore.  The  second  paragraph 
referred  to  the  way  in  which  Lynex  and  his  wife  had 
mixed  tip  their  business  affairs,  which,  he  thought, 
amounted  to  little  short  of  a  conspiracy  between  them. 
He  had  no  intention  of  including  the  plaintiff  in  that 
allegation. 

Cross-examined  by  Mr.  Hugo  Young,  the  defendant  said 
that  from  inquiries  made  by  his  solicitors  since  the  action 
commenced,  he  believed  that  if  he  had  made  that  allega- 
tion with  reference  to  the  plaintiff  it  would  have  been  true. 
He  did  not  suggest  that  the  plaintiff  had  any  interest  in 
Lynex's  business  beyond  his  mortgages  on  the  houses 
L3mex  was  budlding. 

JUDGMENT. 

After  hearing  other    witnesses,    and    the  speeches  of 


counsel,  the  Judge  summed  up.  He  said  it  struck  him  as 
curious  that  the  plaintiff  should  not  have  seen  at  the  outset 
that  it  was  dangerous  for  him,  as  an  inquiry  agent,  to 
make  a  report  on  the  financial  position  of  the  builder 
whom  he  was  financing.  On  the  other  hand,  it  was 
suggested  by  Mr.  Hugo  Young  that  as  he  disclosed  the  fact 
that  he  was  financing  Lynex  he  was  in  as  good  a  position 
to  make  a  report  as  anyone  else.  The  plaintiff's  case  was 
likely  to  suffer  by  the  deplorable  practice  of  drawing  docu- 
ments which  did  not  represent  things  as  they  were.  He 
had  a  reason  to  give  for  what  had  been  done  in  this  case, 
but  in  all  cases  it  was  best  to  speak  the  truth  in  the  docu- 
ments. Any  other  course  was  likely  to  bring  trouble  on 
innocent  persons  who  might  come  into  possession  of  the 
documents.  To  put  down  Mrs.  Lynex's  name  as  the  archi- 
tect, and  that  of  Mr.  Moore  as  the  owner  of  houses  which 
Mr.  Moore  was  building,  might  be  good  enough  to  pass  the 
local  building  authority,  but  it  was  obviously  untrue  and 
misleading.  The  danger  was  that  one  disliked  that  sort  of 
thing  so  much  that  it  tended  to  make  one  doubt  whether 
the  man  who  did  this  sort  of  thing  acted  honestly  in  other 
things.  With  regard  to  the  question  of  costs,  he  pointed 
out  that  a  libel  written  in  a  letter  to  a  friend  of  the  plain- 
tiff could  not  Injure  the  plaintiff  so  seriously  as  a  libel  that 
was  printed  and  circulated  broadcast. 

The  jury  deliberated  for  about  an  hour,  and  then 
returned  a  verdict  for  the  plaintiff,  with  a  farthing 
damages.  They  added  a  rider  to  the  effect  that  they  con* 
sidered  the  plaintiff  had  entirely  cleared  his  character. 

Mr.  Vachell  applied  for  costs. 

His  Lordship  thereupon  asked  the  jury  whether  they,  in 
awarding  a  farthing  damages,  wished  to  express  the 
opinion  that  the  case  ought  not  to  have  been  brought  into 
Court. 

The  foreman  of  the  jury  said  that  was  not  their 
intention. 

His  Lordship  therefore  made  the  usual  order  as  to  costs. 
(The  Birmingham  Daily  Post.) 


Bankruptcies  and  Insolvencies. 

COURT  OF  APPEAL. 

December  15. 

(Before  Vaughan  Williams,  Stirling,  and 

Cozens-Hasdt,  L.JJ.) 

In  re  Brindley;  ex  parte  Taylor  &  Co. 

Bankruptcy— Petition-'Threat  oj  Legal  Proceedings— Attempt 

to  obtain  Secret  Advantage— "  Sufficient  Cause  **^Accepting 

Benefit  under  Deed  of  Assignment — Bankruptcy  Act^  1883 

(46  (S*  47  Vict,  c,  52),  s,  7,  subsec,  3. 

This  was  an  appeal  from  a  decision  by  Mr.  Justice 

Bigham  and  Mr.  Justice  Walton,  sitti^g^asva^ivisional 
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Court  (reported  33  AccL   L.R.  45),   allowing  an  appeal 
against  the  refusal  of  the  Registrar  of  the  County  Court  of 
Staffordshire,    holden   at   Hanley,    to   make   a   receiving 
order  in  these  circumstances.    On  September  8  1905  J.  W. 
Brindley,  a  timber  merchant,  executed  a  deed  of  assign- 
ment of  his  property  to  C.  £.  Bullock,  as  trustee,  for  the 
benefit  of  his  creditors  generally ;  and  the  deed  was  duly 
registered.     At  the  end  of  the  deed  was  the  following 
clause :  — **  And  it  is  hereby  agreed  and  declared  that  if 
**  the  trustee  in  his  own  discretion  shall  think  it  expedient 
''to   do   so,   or   if   a   committee   of   inspection   shall   be 
"appointed  by  the  creditors,  then  if  a  majority  of  such 
"  committee  shall  so  direct  it  shall  be  lawful  for  the  trustee 
''to  pay  in  full,  or  otherwise  than  by  dividends  under 
"  these  presents,  any  creditor  or  creditors  who  shall  decline 
**to  execute  or  assent  to  these  presents."    At  the  date  of 
this  deed  the   appellants,    Messrs.    Taylor   &   Co.,   were 
creditors  of  the  debtor  to  the  extent  of  about  £6^  for 
goods   supplied.     In   answer  to   a  circular  convening   a 
meeting  of  the  creditors   to  be  held  on   September   15, 
Messrs.  Taylor  &  Co.  on  September  11  wrote  to  Messrs. 
Alcock  &  Co.,  the  solicitors  of  the  debtor  and  also  of  the 
trustee   under  the    deed    as    follows; — "We   have   your 
"circular  of  the  7th  inst.  relating  to  Mr.  J.  W.  Brindley, 
"and,  as   requested,   we   enclose  you   heads  of  accoimts 
"showing  his  indebtedness  to  us.     Towards  the  end  oi 
"July  your  client  was  here  and  stated  that  if  we  would 
"give  him  up  to    a   certain    time    he  would  pay  us  the 
"amount  of  a  bill  for  j£i32  15s.  lod.  that  had  become  due 
"on  July  14,  and  if  we  would  supply  him  with  certain 
"goods,  which  he  was  then  prepared  to  order,  he  would 
"pay  cash  for  them  in  a  month,  less  2}^  per  cent.    This 
"  dishonoured  bill  has  not  been  in  any  way  paid  for,  though 
"a  cheque  for  £2$  was  sent  to  us  on  account,  the  pay- 
"ment  of  which  was  later  stopped.    The  goods  were  sup- 
"  plied  to  the  extent  of  ;£ioo  15s.  id.,  towards  which  no 
"payment  has  been  made  as  promised.    Both  these  items 
"  are  in  the  hands  of  our  solicitors,  Messrs.  Quiggin  &  Co., 
"and  we  will  not  consider  any  arrangement  other  than 
"  payment  concerning  them,  but  for  the  other  items  in  the 
"  account  we  will  be  prepared  to  consider  anything  that  is 
"in  the  best  interests  of  your  client  and  that  may  appear 
"acceptable  to  the  general  body  of  creditors.    We  will  not 
"  be  present  at  the  meeting  and  our  solicitors  have  instruc- 
"tions  to  press  the  actions  they  have  in  hand."    At  the 
same  time  Messrs.  Taylor  &  Co.  wrote  to  the  debtor  as 
follows: — "In  reply  to  your  circular,   we  have  already 
"written  to  your  solicitors,  in  response  to  the  circular 
"  announcing  the  meeting,  that  we  have  instructed  Messrs. 
"Quiggin  to  press  the  matter  of  the  dishonoured  bill  of 
"July  last  that  you  promised  to  pay  by  a  date  that  you 
"  fixed  yourself,  and  to  also  press  for  payment  of  the  goods 
"  amounting  to  ;£ioo  15s.  id.  that  you  obtained  from  us  on 


"  the  distinct  understanding  that  you  would  pay  cash  in  a 
"month,  less  2j4  per  cent.    We  will  not  listen  to  any  terms 
"  respecting  these  two  items  of  our  account,  but  shall  press 
"  respecting  them  until  we  obtain  payment,  or,  failing  that, 
"  the  obvious  alternative.    But,  concerning  the  other  items, 
"  we  have  told  them  we  are  quite  prepared  to  consider  any 
"  terms  that  may  be  considered  reasonable  and  proper  by 
"your  creditors."    Further  correspondence  passed,  and  on 
September  25  Messrs.   Taylor  &  Co.  presented  a  bank- 
ruptcy petition  against  the  debtor  grounded  on  the  deed  of 
assignment  as  the  act  of  bankruptcy,  and  on  September  37 
they  wrote  the  debtor  as  follows: — ^"In  reply  to  yours  of 
"yesterday,  it  is  certain  that  the  petition  in  bankruptcy 
"will  not  be  heaird  before  to-morrow,  and  as  far  as  our 
"  information  goes  it  will  not  be  heard  for  possibly  seven 
"  or  eight  days,  but  we  have  a  letter  from  Messrs.  Alcock 
"&  Co.  this  morning  asking  us  to  sign  the  deed  of  assign- 
"ment,  and  we  have  replied  that  we  will  not  do  so,  for, 
"without   in   any    way    being   hostile   to   you,    we   have 
"  endeavoured  to  make  you  and  them  quite  clearly  under- 
"  stand  that  we  will  not  take  any  composition  or  agree  to 
"any  assignment  unless  we  have  the  two  items  we  have 
"referred  to  paid  in  full."    It  appeared  that  subsequently 
to  the  deed  of  assignment  Messrs.  Taylor  &  Co.  supplied 
the  trustee  with  certain  timber  ordered  by  him,  and  which 
he  paid  for  by  a  cheque  which  they  duly  cashed.     On 
October  6  the  petition  was  heard  by  the  Registrar,  when 
he  refused  to  make  a  receiving  order,  on  the  ground  that 
the  above  correspondence  between  the  debtor  and   the 
petitioning  creditor  showed  that  the  petitioning  creditor 
had  used  every  exertion  to  obtain  an  undue  preference  as 
to  payment  in  full  of  part  of  their  debt,  and  further  that 
they  had  acquiesced  in  the  deed  of  assignment  by  con- 
tinuing to  trade  with  the  debtor's  trustee.     Against  that 
decision  Messrs.  Taylor  &  Co.  appealed. 

In  a  considered  judgment  the  learned  Judges  of  the 
Divisional  Court  expressed  themselves  unable  to  adopt  the 
Registrar's  construction  of  the  undisputed  facts  of  the  case, 
and  allowed  the  appeal.  Accordingly  a  receiving  order 
was  made  against  the  debtor.  From  that  decision  the 
debtor  appealed. 

JUDGMENT. 

Their  Lordships  allowed  the  appeal. 

Lord  Justice  Vaughan  Williams  said  that  the  principle 
on  which  the  authorities  rested  was  that  if  a  man  treated 
a  deed  as  being  an  honest  deed  and  one  which  could  not  be 
impeached,  and  he,  so  treating  it,  took  an  advantage  under 
it,  it  was  impossible  that  he  should  ever  be  allowed  after- 
wards to  say  that  that  deed  was  void.  Now,  in  the  present 
case  it  was  clear  on  the  evidence  that  what  the  petitioning 
creditors,  Messrs.  Taylor  &  Co.,  did  amounted  to  a  recog" 
nition  that  this  deed  conferred  a  good  title  on  the  trustee, 

so  as  to  preclude  them  from  sayin/lfiatvthe  deed  consti* 
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tuted  a  fraud  on  creditors;  for  it  appeared  that  they 
accepted  an  order  for  timber  from  the  trustee  and  received 
payment  for  it  by  a  cheque  which  they  cashed.  And  his 
Lordship  held  that  in  other  respects  they  had  recognised 
the  deed.  They  were,  therefore,  bound  by  their  acts,  and 
the  proper  order  was  to  allow  this  appeal,  for  the  receiving 
order  ou^ht  not  to  have  been  made,  because  the  petition- 
ing creditors  had  by  their  acts  so  recognised  the  title  of 
the  trustee  under  the  deed  that  they  could  not  afterwards 
be  heard  to  say  that  it  was  a  void  deed. 

Lord  Justice  Stirling  was  of  the  same  opinion.  It 
appeared  that  the  petitioning  creditors,  knowing  of  the 
creditors'  deed,  invoiced  a  certain  amount  of  timber  to  the 
trustee  of  that  deed,  describing  him  as  "trustee."  The 
trustee  then  sent  them  a  cheque  for  the  goods,  which 
cheque  they  cashed,  and  they  put  the  money  in  their 
pockets.  How,  in  such  circumstances,  could  they  present 
a  petition  on  the  ground  of  that  deed  being  an  act  of  bank- 
ruptcy, and  say  that  the  deed  was  void  as  against  them- 
selves and  the  other  creditors?  It  was  impossible  to  main- 
tain such  a  proposition.  The  deed  had  been  treated  by 
them  as  a  good  deed,  and  they  could  not  now  turn  round 
and  both  approbate  and  leprobate,  treating  the  deed  as 
good  for  one  purpose  and  not  for  another. 

Lord  Justice  Cozens-Hardy  was  of  the  same  opinion  and 
for  the  same  reasons.  But  he  wished  to  add  that  the  last 
clause  in  the  deed,  empowering  the  trustee  either  at  his 
own  discretion,  or  on  the  direction  of  a  majority  of  the 
committee  of  inspection,  to  pay  in  full  any  creditor  or 
creditors  who  should  decline  to  execute  or  assent  to  the 
deed,  was  a  most  improper  one  and  might  go  far  to 
invalidate  the  deed  altogether. 

(22  Times  Law  Reports,  155.) 


COURT  OF  APPEAL. 

December  15  and  18. 

(Before  Williams,  Stirling,  and  Cozens-Hardy,  L.J  J.) 

In  re  K.  W.  Mills  d^  Co. ;  «x  paru  The  Debtors. 

BaKkmptcy  —  Assignment  of  Debtors*  Property  —  Assent  of 
PiUtioning  Creditor  —  Further  Act  of  Bankruptcy  — 
Estoppel. 

Appeal  from  decision  of  Mr.  Registrar  Giffard,  who  made 
a  receiving  order  against  the  debtors. 

On  July  28  1905,  at  a  meeting  at  which  the  petitioning 
creditor  was  present,  a  resolution  was  put  to  the  meeting 
and  passed  that  the  debtors  should  execute  a  deed  of  assign- 
ment of  all  their  property  for  the  benefit  of  their  creditors. 
The  petitioning  creditor  neither  assented  to  nor  dissented 
from  this  resolution. 

A  nominee  of  the  debtors  was  proposed  as  trustee  of  the 
deed.  The  petitioning  creditor  then  said  that  he  did  not 
consider  it  proper  that  a  nominee  of  the  debtors  should  be 


appointed,  and  suggested  another  name  which  was  adopted 
by  the  meeting. 

On  July  28  the  petitioning  creditor  served  on  the  debtors 
a  bankruptcy  notice  founded  on  a  judgment  in  the  King's 
Bench  Division  which  the  debtors  failed  to  comply  with 
He  presented  the  petition  grounded  on  the  debtors  *  failure 
to  comply  with  the  motion. 

It  was  contended  that  the  petitioning  creditor  was 
estopped  from  obtaining  a  receiving  order  by  his  conduct  at 
the  meeting  of  July  28,  which  amounted  to  a  consent  to  the 
deed  of  assignment. 

The  debtors  appealed  from  the  order  of  the  Registrar. 

JUDGMENT. 

Their  Lordships  held  that  though  the  respondent  might 
by  his  conduct  have  been  prevented  from  availing  himself 
of  the  execution  of  the  deed  of  assignment  as  an  act  of 
bankruptcy,  yet  he  had  not  put  himself  in  such  a  position 
as  to  be  precluded  by  the  deed  from  petitioning  and  obtain- 
ing a  receiving  order  upon  some  other  act  of  bankruptcy. 
They  considered  In  re  Stracy  (1867,  36  L.J.  Rep.  Bank.  7; 
L.R.  2  Ch.  375)  an  authority  in  the  respondent's  favour. 

Appeal  dismissed. 

(L.J.  868.) 


Company  Law. 

HOUSE  OF  LORDS. 
December  15. 
(Before  Lords  Macnaghten,  Robertson,  and  Lindley.) 
The  British  Equitable  Assurance  Company 
V.  Bally. 
Company —Life    Assurance  —  Participating   Policy-holders— 
Power  of  Company  to  Alter  Constitution  by  New  Articles, 
When  a  person  takes  out  a  policy  in  a  life  assurance  com- 
pany, and  th%  policy  contains  no  reference  to  the  prospectus, 
the  contract  is  contained  in  the  policy  itself ;  and  unless 
fraud  or  mistake  be  alleged,  the   prospectus   cannot  be 
referred  to  for  the  purpose  of  construing  the  policy. 

JUDGMENT. 

Their  Lordships,  after  consideration,  reversed  the  decision 
of  the  Court  of  Appeal  (73  L.J.  Rep.  Ch.  240 ;  L.R.  1904, 
I  Ch.  374). 

(LJ-  867.) 

HOUSE  OF  LORDS. 

December  15. 

(Before  the  Earl  of  Halsbury,  Lord  Robertson,  and  Lord 

Lindley.) 

Calthorpe  and  another  v.  Trechmann  and  another. 
Macleay  v,  Talt. 

Company— Prospectus— Misrepresentation — Omission  to   State 
Contract—'* Knowingly  Issue" — Liability  of  Directors- 
Waiver  Clause— Companies  Act,  1867  (30  6*  31    Viet, 
c,  131),  s.  38. 
These  two  appeals  dealt  with  the  non-disclosure  of  material 
contracts  in  a  prospectus  on  the  formation  of  a  company. 
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and  in  particular  with  section  38  of  the  Companies  Act,  1867. 
The  defendants  in  both  actions  were  directors  of  the 
Standard  Exploration  Company.  This  company  was  pro- 
moted by  the  Globe  Company,  and  the  prospectus  of  the 
Standard  stated  that  in  the  formation  and  issue  of  that 
company  there  were  no  promoters'  profits,  and  this  was 
shown  to  be  true.  But  there  was  a  contract  of  October 
1898  between  the  Globe  and  Standard  companies  not 
disclosed  in  the  Standard  Company's  prospectus,  which, 
however,  was  not  intentionally  omitted  by  any  of  the 
directors  defendant  in  these  actions,  although  material 
within  the  38th  section  of  the  Companies  Act,  1867.  The 
plaintiffs  took  shares  on  the  faith  of  the  prospectus,  and 
suffered  loss,  and  the  question  reduced  itself  to  this — Have 
the  plaintiffs  in  these  actions  suffered  damage  by  reason  of 
the  non-disclosure  ot  the  contract  of  October  1898  ?  It  was 
the  opinion  of  their  Lordships  that  the  non-disclosure  of  this 
contract  had  not  caused  any  damage  to  the  plaintiffs  or  any 
of  them.  The  Court  of  Appeal  fonnd  the  defendant  directors 
liable. 

JUDGMENT. 

The  House  reversed  this  decision. 

The  Earl  of  Halsbury  in  the  course  of  his  judgment  said  : 
The  plaintiffs  complain  that  they  have  been  injured  by  the 
fraud  of  the  defendants  and  claim  damages  for  the  loss  they 
have  sustained  by  the  fraud  of  which  they  complain.  But 
for  section  38  of  the  Companies  Act,  1867,  neither  of  these 
actions  could  have  been  brought,  and  the  real  question  is 
whether  this  section  did  more  than  enact  that  where  a 
contract  which  ought  to  have  been  inserted  is  omitted,  that 
such  omission  shall  be  held  to  be  fraudulent.  Under  this 
section,  I  think,  to  enable  a  plaintiff  to  recover  damages  he 
must  convince  the  tribunal  before  whom  the  question  comes 
that  if  he  had  known  of  the  omitted  contract  he  would  not 
have  become  a  shareholder,  and  in  these  two  cases  the  non- 
disclosure did  not  make  any  difference  in  the  plaintiff's 
conduct.  As  to  the  waiver  clause,  where  there  is  an  honest 
slip,  as  here,  it  would  apply. 

Lords  Robertson  and  Lindley  agreed  (the  latter  in  a  long 
and  exhaustive  judgment  dealt  with  the  whole  subject),  and 
both  appeals  were  allowed. 

(50  S.J.  125.) 


Income  Tax. 

HOUSE    OF   LORDS. 

December  19. 

(Before  the  Earl  of  Halsbury,  Lord  Robertson,  and  Lord 

Lindley.) 

Curtis  (Surveyor  of  Taxes)  v.  The  Old  Monkland 

Conservative  Association. 

Income-tax — Claim  for  Exemption — Unregistered  Company, 

This  appeal  was  from  a  judgment  of  the  Court  of  Session 


in  Scotland,  and  raised  the  question  whether  the  respon- 
dents— the  Monklands  Conservative  Association,  being  not  a 
body  politic  or  corporate,  but  a  voluntary  association  of 
persons  contributing  to  a  common  fund,  and  having  a  joint 
interest  in  their  common  property— were  entitled  to  be 
exempt  from  income-tax,  their  income  for  the  year  not 
exceeding  /160.    This  was  said  to  be  a  test  case. 

The  respondents  were  assessed  to  the  income-tax  under 
Schedule  A  in  respect  of  £6$,  the  annual  value  of  ihe 
premises  occupied  by  them  at  Coatbridge.  They  claimed 
exemption,  and  the  Commissioners  decided  in  their  favour, 
but  stated  a  case,  setting  out  the  facts  for  the  opinion  of  the 
Court,  who  affirmed  the  dedsioa  of  the  Commissioners. 
Hence  this  appeal  by  the  Crown.  The  appellants  contended 
that  the  exemption  from  the  tax  did  not  apply  to  an  unincor- 
porated society. 

JUDGMENT. 

Lord  Robertson,  in  giving  judgment,  referred  to  the 
different  sections  of  the  Act  of  1842  bearing  upon  the  point, 
and  came  to  the  conclusion  that  the  charge  was  rightly  made 
on  the  Association,  and  that  the  true  question  was  whether 
the  Association  was  entitled  to  the  exemption.  He  thought 
it  was  not,  and  therefore  he  was  for  allowing  the  appeal. 
He  accordingly  moved  that  the  appeal  be  allowed. 

The  Earl  of  Halsbury  said  that  having  had  an  opportunity 
of  reading  the  judgment  of  Lord  Robertson,  he  entirely 
concurred  with  it.     He  also  stated  that  Lord  Lindley  was  of 
the  same  opinion.    The  appeal  was  therefore  allowed. 
{Times.) 


KING'S  BENCH  DIVISION. 
December  8. 
(Before  Walton,  J.) 
John  Hall,   Junr.   &  Co.  (Appellants)  v.  Rlckauui 
(Respondent). 
Revenue — Income-tax— Depreciation  of  Ships—Power  to  tAki 
into  account  Allowances  in  former  years— Income-tax  Act, 
1842  (5  6*  6  Vict.  c.  35).  s,  100,  Schedule  D.,  Case  i. 
Rule  3— Customs  and  Inland  Revenue  Act,  1878  (41  &>  4^ 
Vict,  c.  15),  s.  12. 
This  was  a  case  stated  by  the  Commissioners  for  the 
General  Purposes  of  the  Income-tax  Acts,  and  raised  a 
question  as  to  the  proper  allowance  for  depreciation  in  the 
value  of  steamboats    in    assessing    the  appellants,  the 
owners,  under  Schedule  D. 

The  material  parts  of  the  case  were  to  the  following 
effect :  —The  appellants  carried  on  business  as  shipowners 
in  London  and  also  a  coal-bunkering  business  at  Gibraltar 
under  the  name  of  the  Union  Coal  Company.  They 
returned  their  gross  profits  for  the  year  ended  April  s 
1901  as  ;f  20,227  15s.,  and  as  ;f 20,721  7s.  8d.  for  the  year 
ending  1902,  based  on  an  average  of  three  preceding  years, 
and  were  assessed  accorcUnglv,  r^^Uowance  being  made 
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by  the  Commissioners  in  respect  erf  depreciation  in  the 
value  of  the  appellants*  steamers  through  wear  and  tear. 
Before  the  Commissioners  they  claimed  certain  deductions 
for  both  years,  but,  for  the  purposes  of  this  case,  only  the 
figures  for  the  year  1901  need  be  given,  those  for  the  year 
1902  depending  on  the  same  considerations.  The  allow- 
ance claimed  was  in  respect  of  depreciation  through  wear 
and  tear  in  the  value  of  the  steamers,  a  list  of  which  was 
set  out  in  the  case,  during  the  year  1900,  and  was  as 
follows:— Six  per  cent,  on  ;f  51,843  17s.  2d. — i,e., 
;f3,iio  I2S.  yd.  The  sum  of  ;^5 1,843  ^7^-  ^d.  was  the  sum 
entered  in  the  appellants'  books  as  the  value  of  the 
steamers  on  December  31  1900.  This  was  made  up  of 
j£'4i,843  17s.  2d.,  the  written-down  value  entered  in  the 
appellants'  books  on  January  x  1900,  plus  ;fio,ooo,  the 
purchase-price  of  the  "Peninsula,"  bought  in  1900.  The 
value  on  January  i  1901  was  entered  in  the  appellants' 
books  as  ;i48,733  4s.  yd.,  being  the  written-down  value 
after  deducting  ;^3,iio  12s.  7d.  for  depreciation  at  6  per 
cent,  from  £si*^43  17s.  2d.  The  average  age  of  the 
steamers  during  the  years  of  assessment  was  31  years. 
By  5  and  6  Vict.,  c.  35,  s.  100,  Schedule  D,  Case  i.  Rule 
3,  "*  In  estimating  the  balance  of  profits  and  gains  charge- 
"able  under  Schedule  D  or  for  the  purpose  of  assessing 
"  the  duty  thereon  no  sum  shall  be  set  against  or  deducted 
"  from  or  allowed  to  be  set  against  or  deducted  from  such 
''profits  or  gains  on  account  of  any  sum  expended  for 
*' repairs  of  premises  occupied  for  the  purpose  of  such 
'*  trade,  manufacture,  adventure,  or  concern,  nor  for  any 
**  sum  expended  for  the  supply  or  repairs  dr  alterations  of 
"any  implements,  utensils,  or  articles  employed  for  the 
"purpose  of  such  trade,  manufacture,  adventure,  or  con- 
"  cern  beyond  the  sum-  usually  expended  for  such  purposes 
''according  to  an  average  of  three  years  preceding  the 
"year  in  which  such  assessment  shall  be  made."  By  the 
Customs  and  Inland  Revenue  Act,  1878  (41  and  42  Vict.  c. 
15),  section  12,  "Notwithstanding  any  provision  to  the  con- 
"trary  contained  in  any  Act  relating  to  income-tax,  the 
"Commissioners  for  general  or  special  purposes  shall,  in 
"  assessing  the  profits  or  gains  of  any  trade,  manufacture, 
"  adventure,  or  concern,  in  the  nature  of  trade  chargeable 
"  under  Schedule  D,  or  the  profits  of  any  concern  charge- 
"  able  by  reference  to  the  rules  of  that  schedule,  allow  such 
"deduction  as  they  may  think  just  and  reasonable  as 
"  representing  the  diminished  value  by  reason  of  wear  and 
"tear  during  the  year  of  any  machinery  or  plant  used  for 
"  the  purposes  of  the  concern  and  belonging  to  the  person 
"or  company  by  whom  the  concern  is  carried  on."  The 
appellants'  firm  was  founded  in  1830^  and  was  not  incor- 
porated. It  was  admitted  that  the  appellants,  prior  to  the 
said  year  of  assessment,  had  been  allowed  by  way  of 
deduction  for  depreciation  as  above  sums  amounting  in  the 
aggregate  to  not  less  th^  96  per  cent,  on  the  first  or  prime 


cost  of  the  vessels,  including  such  sums  as  had  been 
expended  prior  to  the  first  of  the  years  of  assessment  upon 
the  same  vessels  by  way  of  additions  or  repairs  other  than 
ordinary  annual  repairs.  The  ordinary  annual  repairs  had 
been  from  time  to  time  allowed  in  each  annual  account 
delivered  for  income-tax  purposes  as  an  expense  charge- 
able against  profits.  The  break-up  value  of  the  vessels  was 
considerably  more  than  4  per  cent,  of  the  first  or  prime 
cost.  The  appellants  contended  that  they  were  entitled 
to  deductions  in  respect  of  the  wear  and  tear  during  the 
year  1901,  and  that  for  the  purpose  of  ascertaining  this 
regaird  should  only  be  had  to  the  value  at  the  year,  and  a 
just  and  reasonable  percentage  thereon  taken  as  represent- 
ing such  depreciation.  The  Commissioners  decided  that 
the  appellants  were  not  entitled  to  the  allowance.  The 
same  question  was  raised  as  to  a  hulk  belonging  to  appel- 
lants. This  was  formerly  a  sailing  ship,  but  bad  been  dis- 
mantled and  used  as  a  floating  warehouse.  It  was  con- 
tended in  addition  by  the  respondent  with  regard  to  the 
hulk  that  it  was  not  "plant  "  within  the  meaning  of  section 
12  of  the  Customs  and  Inland  Revenue  Act,  1878. 

Mr.  Asqmth  said  that  the  contention  on  the  other  side 
— viz.,  that  more  than  100  per  cent,  had  already  been 
allowed  for  depreciation — was  on  the  face  of  it  absurd,  for 
the  amount  must  necessarily  always  be  something  less 
than  100  per  cent.  He  submitted  that  the  fact  that  in 
past  years  the  appellants  had  received  the  above  allow- 
ances was  not  a  circumstance  to  be  taken  into  considera- 
tion, and  that  it  was  the, duty  of  the  Commissioners  to 
follow  the  directions  in  section  12  of  the  Customs  and 
Inland  Revenue  Act,  1878.  He  cited  Cunard  Steamship 
Company  v,  Coulson  (1895,  i  Q.B.  865).  The  hulk  was 
" plant  "—Farwo«/A  v,  France  (19  Q.B.D.  647),  Carter  v. 
Clarke  (78  L.T.  76). 

The  Solicitor-General  contended  that,  as  the  said 
allowances  plus  the  present  value  of  the  vessels  amounted 
to  at  least  100  per  cent,  of  their  prime  cost,  the  appellants 
had,  in  fact,  or  ought  to  have,  something  in  hand  to  repre- 
sent the  vessels  at  prime  cost,  and  that  there  was  there- 
fore nothing  to  depreciate  in  value.  The  fact  that  the  sums 
allowed  had  not  been  so  put  by  the  appellants  made  no 
difference.  The  ships  were,  as  it  were,  dead,  as  their 
average  life  was  estimated  only  at  28  years.  He  cited 
Peninsular  and  Oriental  Steam  Navigation  Company  v. 
Leslie  (4  Tax  Cas.  177). 

Mr.  Hill  replied. 

JUDGMENT. 

Mr.  Justice  Walton,  in  giving  judgment,  said  that  the 
question  in  this  case  was  whether  any  allowance  should 
be  made  to  the  appellants  in  respect  of  diminished  value 
by  reason  of  wear  and  tear  during  the  period  of  assess- 
ment of  certain  vessels.    The  claim  was  based  on  section 

12  of  the  Customs  and  Inland  RevenuflfAct>  1878,  the  year 
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of  assessment  beginning  on  April  5  1900.  The  Commis- 
sioners had  found  that  the  allowances  already  made  to 
the  appellants  were  just  and  reasonable  as  sufficiently 
representing  the  diminished  value  of  the  vessels  by  reason 
of  wear  and  tear,  and  that,  having  had  these  allowances 
made  to  them  in  the  past,  the  appellants  were  not  entitled 
to  any  further  allowance  in  the  future.  The  foundation  for 
that  decision  was  that  the  Commissioners  had  during  a 
period  of  years  made  as  allowances  to  the  appellants  in 
respect  of  wear  and  tear  sums  which  in  the  aggregate 
amounted  to  96  per  cent,  of  the  original  value  of  the 
vessels,  and  that  their  breaking-up  value  amounted  to 
more  than  4  per  cent,  of  such  original  value,  and  that, 
therefore,  the  owners  of  the  vessels,  the  appellants,  had 
before  April  5  1900  received  more  than  their  original  value 
if  the  allowances  were  added  to  their  present  value.  They 
had  held,  therefore,  that  at  that  date  they  could  not  suffer 
any  further  loss  by  way  of  depreciation.  The  life  of  a 
ship  was  assumed  to  be  28  years,  and  consequently  these 
ships  ought  to  be  treated  as  if  they  were  dead.  The 
difficulty  arose  from  the  fact  that  they  were  not.  The  con- 
tention of  the  Commissioners  was  not  an  unreasonable  one 
in  itself,  but  what  he  had  to  do  was  to  decide  only  what 
was  the  effect  of  the  Act  of  Parliament.  Of  course,  the 
cas^  would  have  been  different  if  anything  in  the  nature 
of  an  agreement  between  the  appellants  and  the  Commis- 
sioners was  set  up,  but  none  was  suggested  here.  It  was 
not  denied  that  during  the  year  in  question  the  value  of 
these  vessels  had  diminished  by  reason  of  wear  and  tear, 
and,  that  being  so,  he  thought  the  Commissioners  must 
consider  to  what  extent  that  had  gone,  and  what  was  a 
just  and  reasonable  allowance  in  respect  thereof,  and  he 
did  not  think  they  were  entitled  to  take  into  consideration 
the  former  allowances,  but  ought  only  to  consider  the 
allowance  due  for  the  assessment  period.  With  respect 
to  the  other  point  raised,  nothing  had  been  said  by  the 
Solicitor-General.  He  was  of  opinion  that  the  hulk  was 
"  plant "  within  the  meaning  of  the  section.  The  appeal 
must  be  allowed. 

{22  Times  Law  Reports,  131.) 


Partnership  Account.  By  a  building  agreement  made  in  the 
year  1903  the  defendant  agreed  to  take  a  lease  of  building 
land  at  Shepherd's  Bush  and  build  some  fifty  houses 
thereon.  By  a  deed  of  partnership  dated  the  28th  of  April 
1904  the  plaintiff  and  defendant  entered  into  a  partnership 
for  a  period  of  two  years  for  the  purpose  of  carrying  out  the 
building  undertaking.  The  plaintiff  was  a  builder  and 
supervised  the  actual  building  while  the  defendant  pconded 
the  necessary  moneys  and  paid  the  plaintiff  a  weekly  sum  oi 
£2  5s.  It  was  provided  by  the  deed  of  partnership  that 
each  partner  should  bank  in  their  joint  names  a  sum  of 
£SoOf  but  this  in  fact  was  not  done.  On  the  i6th  of  July 
1904,  while  some  of  the  houses  were  in  course  of  erection, 
the  defendant  dismissed  the  plaintiff  from  the  works.  The 
plaintiff  thereupon  left  the  premises  and  took  no  further 
part  in  the  undertaking.  Subsequently  it  became  evident 
that  the  undertaking  would  be  a  success  financially,  and  on 
the  24th  of  March  1905  the  writ  was  issued  in  this  action. 
The  plaintiff  contended  that  there  was  a  partnership  which 
was  dissolved  by  the  defendant's  dismissal  of  the  plaintifl 
on  the  i6th  of  July  1904,  and  thereupon  the  plaintiff  was 
entitled  to  an  account.  The  defendant  alleged  that  the 
plaintiff  had  been  guilty  of  laches,  that  the  action  had  not 
been  brought  until  the  success  of  the  undertaking  was 
assured,  and  that  none  of  the  plaintiff^s  money  had  been 
risked  in  the  scheme,  which  was  of  a  speculative  nature. 
The  title  to  all  the  property  involved  was  merely  equitable, 
and  the  Court  would  not  give  relief  in  a  case  of  this  nature. 


Partnerships. 

CHANCERY   DIVISION. 

December  15. 

(Before  Kbkswich,  J.) 

Rowden  v.  Parker. 

Partnership— Sfecnlative     Undertaking— Laches — Termination 
of  Partnership — Account* 

This  was  an  action  by  the  plaintiff,  James  Rowden,  for  a 


JUDGMENT. 

Kekewich,  J.,  in  giving  judgment,  said:    I  think  what 

occurred  in  July  1904  must  be  treated  as  being  in  substaDce 

a  dissolution.    If  the  plaintiff  bad  refused,  the  defendant 

could  not  have  dissolved  the  partnership,  but  the  plaintiff 

accepted  the  dismissal,  and  from  that  time  ceased  to  act  as 

a  partner.    In  July  1904  in  an  account  the  balance  woold 

have  been  against  the  plaintiff ;  nine  months  later,  when  bf 

finds  that  the  defendant  by  a  considerable  expenditure  of 

money  has  assured  the  success  of   the  undertaking,  the 

plaintiff  commences  this  action  and  makes  a  claim  that  the 

property  should  be  valued  in  the  light  of  recent  events.   Is 

!  he  entitled  to  do  that  ?    The  time  is  short,  but  the  property 

is  purely  speculative,  and  in  considering  the  question  of 

laches  this  is  an  element  that  must  be  taken  into  account. 

In  my  opinion  the  plaintiff  is   really,   in  bringing  this 

action,  trying  to  take  advantage  of  his  own  laches,  A  partner 

I  cannot  lie  by  and  allow  others  to  spend  money  and  then 

I  oust  them  from  the  position   they  have  gained  by  their 

I  industry.    There  must  be  judgment  for  the  defendant  with 

costs. 

(50  S.J.  Zj 
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Xaw  IReports* 
Company  Law. 

CHANCERY  DIVISION. 

December  19. 

(Before  Bucklby,  J.) 

In  re  Calgary  A  Edmonton  (Limited  and  Reduced). 

Company— Reduction  of  Capital— Registration  of  Minute— 
Form. 

Petition  by  the  above-named  company  for  confirmation  by 
the  Court  of  a  special  resolution  for  reduction  of  capital, 
and  for  approval  of  the  minute  to  be  registered  under  Section 
15  of  the  Companies  Act,  1867. 

The  form  of  minute  proposed  was  as  follows :  "  The  capital 
"of  the  Calgary  and  Edmonton  Land  Company,  Lim.,  is 
"henceforth  /2u,32i  5s.,  divided  into  2$i,5io  shares  of 
*•  17s.  6d.  each,  instead  of  the  original  capital  of  /24i,5io. 
"divided  into  241,510  shares  oi  ;f  i  each.  Such  reduction 
*•  has  been  effected  by  returning  to  the  holders  of  the  said 
"241,510  shares,  all  of  which  have  been  issued  and  are 
"  credited  as  fully  paid  up,  capital  to  the  extent  of  2s.  6d. 
••  per  share,  and  by  reducing  the  nominal  amount  of  all  the 
"shares  from  £1  to  17s.  6d.  fully  paid." 

The  petition  came  on  for  hearing  on  December  12,  when 
R.  Younger.  K.C.,  and  H.  C.  Bischoff,  for  the  company, 
submitted  that  the  order  might  be  made  at  once,  and  that  the 
minute  was  in  proper  form,  although  the  2s.  6d.  per  share 
had  not,  in  fact,  yet  been  repaid,  for  that  so  soon  as  the 
resolution  was  passed  and  the  reduction  sanctioned  by  the 
Court  each  share  was  of  the  lesser  amount,  but  the  amount 
by  which  it  was  reduced  was  a  debt  due  from  the  company. 

Buckley,  J.,  intimated  that  the  Court  would  confirm  the 
reduction,  but  reserved  judgment  on  the  form  of  the  order, 
and  gave  liberty  to  commence  repayment  of  2s.  6d.  per 
share  at  once. 

JUDGMENT. 

Buckley,  J.,  on  December  19th,  made  an  order,  subject  to 
production  of  evidence  that  2s.  6d.  per  share  had  been  repaid, 
that  the  reduction  be  confirmed,  and  approved  the  minute 
when  altered  by  omitting  the  last  paragraph  beginning  ♦'such 
reduction  has  been  effected,"  and  substituting  the  words  "at 
"  the  time  of  the  registration  of  this  minute  the  sum  of 
"17s.  6d.  has  been  and  is  to  be  deemed  paid  up  upon  each  of 
"  the  said  shares,"  the  order  to  be  post-dated  accordingly. 
(LJ.  870.) 

CHANCERY  DIVISION. 

December  20. 

(Beforce  Joyce,  J.) 

Redfem  v.  The  Manchester  Assurance  Company. 

Company  —  Bonds  —  Redeemable— Terms    of    Redemption  — 

Mistake, 
Action  for  declaration  that  certain  bonds  were  redeemable 
only  on  certain  terms,  or  alternatively  for  rectification   of 


the  bonds  by  bringing  their  conditions  into  accordance  with 
an  agreement  of  July  23  1896. 

In  1896  the  Cambridge  University  and  Town  Fire 
Insurance  Company  sold  its  undertaking  and  assets  to  the 
defendants  in  consideration  of  a  payment  of  los.  in  cash  for 
each  los.  paid  share  in  the  Cambridge  Company,  and  in 
addition  a  preference  10  per  cent,  bond  lor  los.  redeemable 
(a)  at  par  at  the  end  of  fifty  years  ;  ip)  at  the  option  of  any 
of  the  shareholders  of  the  Cambridge  Company  on  six 
months'  notice  at  20s.  per  bond,  such  option  to  be  exercised 
within  three  months  of  the  confirmation  of  the  purchase ; 
(c)  at  the  option  of  the  defendant  company  on  six  months' 
notice  at  30s.  per  bond.  These  terms  were  embodied  in  a 
provisional  agreement  and  subsequently  confirmed,  with 
certain  modifications,  by  the  agreement  of  July  23  1896. 
Bonds  were  afterwards  issued,  as  the  plaintiffs  alleged,  in 
pursuance  of  the  agreements,  and  were  accepted  by  the 
shareholders  in  the  belief  that  they  were  in  accordance  with 
the  terms  of  such  agreements.  The  bonds,  in  fact,  were 
indorsed  with  certain  conditions,  one  of  which  provided 
that  the  principal  sum  secured  should  become  immediately 
payable  if  an  order  should  be  made  or  an  effective  resolu- 
tion passed  for  the  winding-up  of  the  defendant  company. 
In  May  1904  the  defendant  company  sold  its  undertaking  to 
the  Atlas  Assurance  Company,  and  went  into  voluntary 
liquidation  for  the  purpose  of  carrying  out  the  agreement 
for  such  sale. 

The  defendants  now  contended  that  they  were  entitled  to 
redeem  the  bonds  on  payment  of  their  face-value.  The 
plaintiffs,  on  the  other  hand,  argued  that  the  defendants 
were  only  entitled  to  redeem  upon  paying  three  times  that 
value. 

JUDGMENT. 

Joyce,  J.,  said  he  could  not  entertain  any  serious  doubt 
that  the  bonds  had  become  payable  at  the  nominal  amount 
or  face-value,  and  were  not  merely  redeemable  at  the  higher 
rate  of  three  times  as  much,  if,  indeed,  a  stipulation  that 
they  should,  in  the  event  of  a  winding-up,  be  redeemable 
only  at  the  higher  rate,  would  have  been  legal  and  valid. 
With  regard  to  the  claim  for  rectification,  there  was  not,  in 
his  Lordship's  opinion,  any  such  common  mistake  as  would 
be  requisite  to  support  the  claim  on  the  ground  of  mistake, 
nor  was  it  proved  by  the  evidence  that  there  was  any  con- 
duct amounting  to  fraud  on  the  part  of  the  defendants  or 
their  agents.  The  action,  therefore,  would  be  dismissed 
with  costs. 

(L.J.  886.) 


CHANCERY  DIVISION. 

Decenlber  20. 

(Before  Joyce,  J.) 

McMillan  v.  The  Le  Rol  Mining  Company. 

Company — Meeting  of  Shareholders — Voting — Poll — Voting  by 

Polling  Papers— Validity. 
Motion  on  behalf  of  the  plaintiff  and  all  other  share- 
holders of  the  defendant  company  excejrtiwL  directors  for 


Digitized  by  VjOO 


O 


10 


THE  ACCOUNTANT  LAW   REPORTS        January  27,  1906. 


an  injunction  to  restrain  the  company  from  acting  upon 
any  resolution  purporting  to  be  passed  by  means  of  poll- 
ing papers  used  as  votes  of  the  members  signing  the  same 
on  a  poll  demanded  at  a  general  meeting  of  the  company. 

The  meeting  in  question  was  held  on  December  8  1905 
to  consider  an  amalgamation  scheme,  and  resolutions  were 
put  to  the  meeting  which  were  carried  or  lost  by  a  show  of 
hands.  The  chairman  then  demanded  a  poll,  and  directed 
that  the  manner  of  taking  the  poll  should  be  by  polling 
papers,  signed  by  the  members,  that  the  place  should  be 
the  office  of  the  company,  where  the  polling  papers  were  to 
be  delivered  by  a  certain  date.  By  Article  94  of  the  com- 
pany's articles  of  association  it  was  provided  that  votes 
might  be  given  either  personally  or  by  proxy,  and  Article 
87  provided  that  if  a  poll  was  demanded  it  should  be  taken 
in  such  manner  and  at  such  time  and  place  as  the  chair- 
man of  the  meeting  should  direct.  The  question  raised  on 
this  motion  was  whether  voting  by  means  of  polling 
papers,  as  directed  by  the  chairman,  was  valid. 

JUDGMENT. 

Joyce,  J.,  said  that  primd  feuie  a  shareholder,  in  order 
to  vote,  must  attend  and  personally  give  his  vote  unless 
there  was  some  statutory  or  other  provision  entitling  him 
to  vote  in  a  different  manner.  It  was  clear  from  the 
articles  that  a  shareholder  must  vote  either  personally  or 
by  a  properly  constituted  proxy.  The  voting  papers 
which  had  been  issued  were  not  in  accordance  with  the 
articles.  The  chairman  might  give  directions  as  to  the 
manner  of  voting,  but  that  did  not  entitle  him  to  enlarge 
the  power  of  voting.  The  mode  of  taking  the  poll  by 
voting  papers  was  unauthorised  and  invalid,  and  the 
defendants  must  be  restrained  from  acting  upon  the  result 
of  the  poll  so  taken. 

(L.J.  7.) 


CHANCERY  DIVISION. 

December  21. 
(Before  Swinfen-Eady,  J.) 

Boschoek  Proprietary  Company,  Llm.  v.  Puke. 

Company —Director^Qualification  Shares-^'*  In  his  own  right " 
— Income-tax  on  Directors'  Fees — Ratification  by  Company 
of  position  of  Managing  Director — Knowledge  of  Facts- 
Notice  convening  Meeting. 
This  was  an  action  brought  by  the  plaintiff  company 
against  the  defendants,  Francis  George  Fuke  and  Cuthbert 
Oliver  Rigby,  two  of  the  late  directors  of  the  company, 
claiming  a  declaration  that  the  payment  of  certain  moneys 
made  by  the  defendants   whilst   directors  was   wrongly 
made,  and  that  the  moneys  so  paid  ought  to  be  made  good 
by  the  defendants  to  the  plaintiff  company.     The  case, 
which  raised  several  important  questions  of  company  law, 
was  argued  on  November  30,  December  i,  2,  4,  and  5  last. 


when    judgment    was    reserved.      The    facts   sufficiently 
appear  from  the  judgment. 

JUDGMENT. 

Mr.    Justice     Swinfen-Eady     delivered     judgment    as 
follows  : — The  object  of  this  action  is  to  establish  that  the 
defendants  are  jointly  and  severally  liable  for  alleged  mis- 
application of  moneys  of  the  plaintiff  company,  and  to 
enforce  repayment.     The  principal  defendant  is  Francis 
George  Fuke,  and  the  main  ground  of  complaint  against 
him  is  that,  being  liquidator  of  a  company  which  held 
nearly  all  the  share  capital  of  the  plaintiff  company,  he 
obtained  the  appointment  of  himself  as  managing  director 
of  the  plaintiff  company  at  an  extravagant  salary  of  ;f  700  a 
year,   when  there  was   really   no    business  whatever  to 
manage,  and  no  board  duly  constituted  to  appoint  him, 
and  when  he  himself  was  not  even  qualified  to  be  a  direc- 
tor in  accordance  with    the    articles,    and  that  he  has 
obtained  payment  of  this  amount  although  the  event  upon 
which  ;f  500  a  year  out  of  the  ;^7oo  a  year  was  to  become 
payable  has  never  happened,  and  that  the  transaction  has 
never  been  duly  ratified  by  the  company.    There  are  other 
claims  as  to  a  sum  drawn  for  income-tax  and  as  to  a  pay- 
ment to  the  defendant  Rigby  of  directors'  fees.    The  plain- 
tiff company  was  registered  on  November  20  1895,  with  a 
nominal  capital  of  ;^36o,ooo  in  ;^i  shares.    Of  this  amount, 
^^300,000  was  issued  as  fully  paid   to  the  vendors— the 
Heidelburg  Estates  and  Exploration  Company,  Lim.    The 
remaining  ;^6o,ooo  (other  than  seven  shaires  agreed  to  be 
taken  by  the  subscribers  to  the  memorandum)  is  unissued. 
The  plaintiff    company    acquired    certain    property  and 
mining  claims  in  the  Transvaal.     It  had  not  any  sub- 
scribed cash  capital,  but  in  or  previous  to  1899  it  had  bor- 
rowed from  the  Heidelburg  Company  ;^i 7,500,  for  which  it 
had  issued  debentures.     The  defendant  F.  G.  Fuke  was 
appointed  secretary  of  the  plaintiff  company  on  April  24 
1896,  and  received  a  salary  of  ;^ioo  a  year.    On  February 
27   1900  the  Heidelburg   Company  went   into  volunta7 
liquidation,    and    the    defendant    Fuke    was    appointed 
liquidator.    At  that  date  the  only  property  of  the  Heidel- 
burg Company  consisted  of  the  276,000  shares  of  the  plain- 
tiff company,  then  held  by  it,  and  ;f  17,500  debentures  of 
the  plaintiff  company ;   but  it  had  also  a  claim  against 
certain  persons  in  respect  of  which  an  action  was  after- 
wards brought  by  the  liquidator,  and  500  shares  in  the 
plaintiff  company,  which  form  an  important  feature  in  this 
action,  were  recovered  by  the  liquidator.     These  shares 
were  in  August  1901  transferred  to  "F.  G.  Fuke,  liquidator 
"of  the  Heidelburg  Estates  and  Exploration  Company, 
"Lim.,"  and  in  September  1901  he  was  registered  as  a 
shareholder  in  the  plaintiff  company   accordingly.     On 
October  i  1901  the  position  of  the  board  of  the  plaintiff 
company  was  that  Vincent  Frost  was  that  day  appointed 
a  director  in  the  place  of  George  Bush,  who  retired ;  and 
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that  James  Polkinghorne  anxl  John  Procter  were  the  only 
other  directors.  The  latter  retired  on  October  9  1901, 
leaving  only  Vincent  Frost  and  James  Polkinghorne  as 
members  of  the  board.  On  December  4  1901  these  two 
directors  ptxrported  to  hold  a  board  meeting  and  pass  the 
following  resolution: — "That  Mr.  Francis  George  Fuke 
"be,  and  is  hereby  appointed,  managing  director  of  the 
"company  at  a  remuneration  of  ;f7oo  per  annum  for  a 
"period  of  two  years,  and  to  be  at  liberty  to  retain  his 
"position  as  secretary  of  the  company  at  a  salary  of  ;f  100 
"a  year,  provided  that  the  said  Francis  George  Fuke 
"  draws  only  at  the  rate  of  ;£2oo  per  annum,  as  managing 
"director,  until  the  working  capital  of  the  company  of 
";f 60,000  or  part  thereof  has  been  subscribed."  From  that 
day  to  this  not  one  farthing  of  the  working  capital  or 
unissued  capital  of  ^60,000  has  been  subscribed, 
but  the  defendant  Fuke  has  obtained  the  whole  sum  of 
;f 700  per  annum  for  a  period  of  upwards  of  three  years, 
less  an  amount  which  I  will  presently  mention.  At  the 
date  of  this  resolution  the  interest  on  the  plaintiff  com- 
pany's debentures  was  in  arrear  for  two  or  three  years ;  it 
had  exhausted  its  borrowed  money  except  £gso  on  d^)osit 
and  a  sum  of  under  ;^ioo  on  current  account.  According 
to  Fuke's  evidence  there  was  "nothing  to  manage," 
except  to  endeavour  to  procure  funds  as  working  capital. 
He  says  that  about  November  1901  the  first  suggestion  was 
made  to  him  by  Polkinghorne  that  he  should  be  managing 
director  to  enable  him  to  negotiate  for  working  capital ; 
that  he  was  present  at  the  board  meeting  on  December  4 
190T,  when  Polkinghorne  and  Frost  suggested  to  him  that 
he  should  receive  ;f  1,000  a  year.  He  thought  that  sum 
rather  high,  and  said  so,  and  retired  from  the 
room.  He  then  returned  to  the  room,  and  the 
two  directors  then  offered  him  £yoo  a  year,  which  he 
accepted.  He  added  that  it  was  at  his  suggestion  that  as 
the  company  had  not  the  funds  it  was  resolved  that  he 
should  only  draw  ;^aoo  a  year  until  further  working 
capital  had  been  subscribed.  This  resolution  is,  in  my 
opinion,  invalid.  By  article  64  the  number  of  directors 
should  not  be  less  than  four.  By  article  77  the  directors 
were  to  be  entitled  to  receive  by  way  of  annual  remunera- 
tion a  maximum  sum  of  ;f  500,  with  a  percentage  of  profits 
(if  any),  such  remuneration  to  be  divisible  as  the  board 
might  determine.  The  articles  do  not  contain  any  pro- 
vision enabling  the  board  to  appoint  any  managing 
director.  Under  these  circumstances  it  was  quite  beyond 
thd  powers  of  the  two  remaining  directors  to  appoint  a 
third  person  (even  if  qualified  to  be  a  director)  to  be 
managing  director  of  the  company  at  a  salary  of  ;^70o  a 
year.  The  question,  however,  has  been  raised  as  to 
whether  Fuke  was  qualified  to  be  appointed  a  director.  By 
article  75  any  occasional  vacancy  in  the  office  of  director 
may  at  all  times  be  filled  up  by  the  board  by  the  appoint- 


ment of  a  qualified  member.  By  article  66  the  qualifica- 
tion of  a  director  is  the  holding*  in  his  own  right  of  at  least 
2^0  shares,  and  by  article  7a  every  director  shall  vacate  his 
office  on  ceasing  to  hold  his  qualifying  number  of  shares. 
It  was' contended  that  article  66  only  required  a  qualifica- 
tion in.  the  case  of  the  first  directors  appointed  by  the  sub- 
scribers to  the  memorandum,  but,  having  regard  to  articles 
72  and  75,  this  contention  is  not  in  my  opinion  well 
founded.  Then  was  Fuke  "  a  qualified  member  "  ?  The 
250  shares  which  are  claimed  as  a  qualification  were ' 
entered  in  the  company's  register  as  follows; — "Francis 
"George  Fuke,  liquidator  of  the  Heidelburg  Estates  and 
"Exploration  Company,  Lim.,  167  Winchester  House,  Old 
"Broad  Street,  London."  Did  Fuke  hold  these  shares  "in 
his  own  right"?  In  Bainbridge  v.  Smith  (41  Ch.D.  46a, 
474),  Lord  Justice  Lindley  pointed  out  that  the  phrase 
"  holding  shares  in  his  own  right  "  had  acquired  a  conven- 
tional meaning,  and  added,  "I  think  that  conventional 
"  meaning  is  this— that  a  person  '  holding  shares  in  his 
"  own  right '  means  holding  in  his  own  right  as  dis- 
"tinguished  from  holding  in  the  right  of  somebody 
"else.  .  .  .  It  means  that  a  person  shall  hold  shares  in 
"  such  a  way  that  the  company  can  safely  deal  with  him  in 
"  respect  of  his  shares,  whatever  his  interest  may  be  in  the 
"shares."  I  therefore  ask  myself  these  two  questions — 
(i)  Did  Fuke  hold  in  his  own  right,  as  distinguished  from 
holding  in  the  right  of  somebody  else ;  and  (2)  could  the 
plaintiff  company  have  safely  dealt  with  him  in  respect  of 
these  shares,  whatever  his  interest  in  the  shares  might  be? 
In  my  opinion  the  first  question  should  be  answered  in  the 
negative.  Fuke  held  the  shares  in  right  of  the  Heidelburg 
Estates  and  Exploration  Company,  Lim.,  and  not  in  bis 
own  right.  Suppose  he  had  been  described  on  the  register 
of  the  company  as  "  F.  G.  Fuke,  trustee  of  A.  B.,  a  bank- 
rupt," or  as  "F.  G.  Fuke,  executor  of  C.  D.,  deceased,"  in 
neither  case  would  he  have  held  shares  in  his  own  right, 
but  in  the  former  case  in  right  of  the  bankrupt,  and  in  the 
latter  in  right  of  the  testator.  So  in  the  present  case  the 
description  of  him  on  the  register  as  "liquidator  of  the 
Heidelburg  Estates  and  Exploration  Company,  Lim.," 
shows  that  he  holds  the  shares  in  right  of  that  company, 
and  in  his  capacity  of  liquidator  of  that  company.  If,  on 
the  other  hand,  he  had  been  registered  as  "F.  G.  Fuke, 
of,  &c.,  accountant,"  he  would  have  held  the  shares  in  his 
own  right  within  the  meaning  of  the  decisions,  although  he 
might  in  fact  have  been  trustee  of  a  bankrupt,  or  executor 
of  a  deceased  person  or  liquidator  of  a  company.  In  the 
present  case  I  am  not  considering  whether  it  is  usual  or 
proper  for  a  shareholder  to  be  put  upon  the  register  with 
the  description  "trustee  of  A.  B.,  a  bankrupt,"  or 
"executor  of  C.  D.,  deceased,"  or  "liquidator  of  the  X 
Company."  I  am  only  considering  what  is  the  effect  of 
such  a  registration.    I  am  also  of  opinion  that  the  second 
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question,  previously  mentioned,  ^should  be  answered  in  the 
negative.  The  plaintiff  company  could  not  safely  deal 
with  Fuke  in  respect  of  the  250  shares,  whatever  his 
interest  might  be  in  the  shares,  as  they  had  notice  that  he 
held  them  as  liquidator  of  the  Heidelburg  Company.  Sup- 
pose the  plaintiff  company  had  taken  them  as  a  security 
for  an  overdue  debt  owing  by  Fuke  personally,  could  the 
company  have  pleaded  that  they  took  them  in  good  faith, 
and  without  notice  that  they  belonged  to  the  Heidelburg 
Company,  of  which  Fuke  was  liquidator  ?  Certainly  not ; 
the  plaintiff's  own  register  shows  that  it  is  as  liquidator  of 
the  Heidelburg  Company  that  the  shares  stand  in  Fuke's 
name.  In  like  manner,  if  the  shares  had  been  registered 
"F.  G.  Fuke,  executor  of  C.  D.,  deceased,"  the  plaintiff 
company  could  not  have  taken  them  by  way  of  security 
from  F.  G.  Fuke  for  a  private  debt  of  his  own,  and  then 
successfully  contended  that  they  had  no  notice  that  Fuke 
was  only  entitled  to  the  shares  as  executor  of  a  deceased 
person.  If,  on  the  other  hand,  the  shares  had  been  regis- 
tered simply  "F.  G.  Fuke,  of,  &c.,  accountant,"  then  the 
plaintiff  company  could  have  safely  dealt  with  Fuke  on  the 
footing  that  he  held  the  shares  in  his  own  right,  even 
though  in  point  of  fact  he  might  have  held  them  as 
executor  of  a  deceased  person  or  liquidator  of  a  company. 
See  also  Sutton  v.  English  and  Colonial  Produce  Company 
(1902,  2  Ch.  502).  I  decide,  therefore,  that  the  250  shares 
were  not  a  qualification  for  Fuke  within  the  meaning  of  the 
articles.  The  next  question  is  whether  the  plaintiff  com- 
pany in  general  meeting  have  duly  confirmed,  ratified,  and 
sanctioned  the  payment  which  has  been  made  to  Fuke. 
What  happened  after  the  passing  of  the  resolution  of 
December  4  1901  was  this.  James  Polkinghorne,  one  of 
the  directors,  died  on  August  19  1902,  and  Vincent  Frost 
parted  with  his  qualification  shares.  Accordingly,  on 
January  28  1903,  a  board  meeting  was  held,  at  which  the 
defendant  Fuke  alone  was  present,  and  the  secretary  was 
directed  to  inform  Frost  that  his  transfer  of  250  shares 
had  been  registered,  and  to  draw  his  attention  to  article 
72.  Thus  Vincent  Frost  disappeared  from  the  board,  and 
the  defendant  Fuke  was  left  in  sole  possession,  and  he 
claimed  to  be  sole  director,  although  in  my  opinion  he  was 
not  a  director  at  all.  On  February  2  1903  he  purported  to 
hold  a  board  meeting,  at  which  he  aJone  was  present ;  he 
passed  certain,  transfers  of  shares,  including  a  transfer  of 
250  shares  to  the  defendant  Rigby,  and  250  shares  to  him- 
self, and  he  theireby  for  the  first  time  acquired  a  qualifica- 
tion, but  he  was  not  afterwards  elected  a  director.  On  the 
next  day,  February  3  1903,  he  held  a  board  meeting,  and 
purported  to  appoint  as  directors  of  the  company,  jointly 
with  himself,  Mr.  Thomas  Hughes,  and  the  defendant 
Rigby.  Mr.  Hughes,  resigned  his  seat  in  the  following 
June  ;  Mr.  Rigby  is  a  gentleman  nearly  70  years  of  age,  and 
said  that  this  was  his  first  and  last  experience  of  any  com- 


pany. When  first  asked  by  Fuke  to  become  a  director  in 
November  1902  he  had  no  interest  whatever  in  the  com- 
pany, but  afterwards  paid  £2<^  for  the  250  shares,  the 
transfer  of  which  was  passed  by  Fuke  on  the  day  preceding 
Rigby's  appointment  as  director.  The  fijrst  act  of  the  board 
so  constituted  is  thus  recorded  in  the  minutes — "February 
"5  ^903-  Present : — F.  G.  Fuke,  managing  director,  in  the 
''chair,  T.  Hughes,  C.  O.  Rigby.  It  being  stated  that  it  is 
"usual  for  the  tax  on  managing  directors'  fees  to  be  paid 
"by  the  companies,  it  was  resolved  that  the  sum  of 
";^8  4s.  3d.,  income-tax  on  the  managing  directors'  fees,  be 
"paid  out  of  the  funds  of  the  company."  Another  board, 
similarly  attended,  was  held  on  February  9  1903,  when  the 
only  business  was  drawing  a  cheque  for  income-tax  on  the 
fees  of  three  directors — Fuke  received  £%  4s.  3d.  This 
transaction  is,  in  my  opinion,  quite  unjustifiable.  Even  if 
the  board  had  been  duly  constituted,  they  would  have  had 
no  right  whatever  to  take  out  of  the  compajiy's  moneys  the 
sums  which  each  director  ought  to  pay  out  of  his  own 
money  for  any  income-tax  properly  payable  by  him.  The 
defendants  are  jointly  and  severally  liable  for  this  mis- 
application of  the  moneys  of  the  company,  and  must  repay 
the  amount  with  interest.  I  now  proceed  to  consider  the 
alleged  confirmations  by  the  company  in  general  meeting 
of  Fuke's  position  and  salary.  Questions  were  raised  as  to 
the  validity  of  the  past  acts  of  the  directors ;  the  opinion  of 
counsel  was  taken,  certain  alterations  of  the  airticies  were 
recommended,  and  on  May  14  1903,  at  a  board  meeting,  the 
secretary  was  instructed  to  convene  a  general  meeting 
of  the  company  for  May  25  1903.  The  plaintiffs  have 
objected  to  the  validity  of  any  resolutions  passed  at  this 
meeting  on  two  grounds.  The  first  ground  is  that  there 
was  no  duly  constituted  board  which  could  validly  convene 
a  general  meeting  of  the  company.  This  meeting  was 
called  by  the  only  persons  acting  as  directors,  and  the 
persons  who  for  upwards  of  three  months  had  been  acting 
as  the  board ;  the  resolution  for  calling  it  was  passed  at  a 
board  meeting ;  notice  of  it  was  duly  sent  to  every  share- 
holder, and  one  of  the  objects  of  the  meeting  was  to  con- 
firm the  acts  theretofore  done  by  persons  purporting  to  act 
as  directors.  Under  these  circumstances,  I  must  consider 
any  informality  in  convening  the  meeting  as  a  mere 
irregularity,  and  not  sufficient  to  invalidate  any  resolution 
passed  at  it.  The  case  is  governed  by  Browne  v»  La 
Trinidad  (37  Ch.D.  i).  Southern  Counties  Deposit  Bank  v. 
Rider  (73  L.T.  374),  and  British  Asbestos  Company,  Urn.  v. 
Boyd  (1903,  2  Ch,  439),  rather  than  by  In  re  Hay  era  ft  Gold 
Reduction  and  Mining  Company  (1900,  2  Ch.  230),  and  In 
re  State  of  Wyoming  Syndicate  (1901,  2  Ch.  431).  In  the 
two  latter  cases  the  secretary  convened  the  meeting  in 
question  without  any  authority  from  a  board  meeting  of 
directors  or  persons  acting  as  such.  The  second  ground 
on  which  the  plaintiffs  have  objected  to  the  validity  of  the 
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third  and  fourth  resolutions  passed  at  this  meeting  is  that 
they  could  only  have  been  properly  passed  after  the  articles 
had  been  altered  by  special  resolution.  The  company  in 
general  meeting  could  not  appoint,  and  could  not  ratify,  as 
from  December  1901,  the  appointment  of  Fuke  as 
managing  director  at  ;f  700  per  annum  as  he  had  not  the 
necessary  qualification,  and  the  maximum  remuneration 
of  the  whole  board  was  fixed  by  the  articles  at  ;f  500.  The 
articles,  until  altered,  bound  the  shareholders  in  general 
meeting  as  much  as  the  board.  The  present  case  is  unlike 
that  of  Irvine  v.  Union  Bank  of  Australia  (2  App.  Cas.  366), 
to  which  reference  was  made,  as  in  that  case  the  limitation 
of  the  power  of  borrowing  and  mortgaging  was  merely  a 
limitation  of  the  authority  of  the  directors,  and  not  a 
limitation  of  the  general  powers  of  the  company.  It  was 
argued  (see  p.  374)  that  the  acts  of  the  directors  in  excess 
of  their  authority  might  be  ratified  by  the  con^pany  and 
rendered  binding,  and  that  contention  succeeded.  Articles 
must  first  be  altered  by  special  resolution  before  the 
altered  articles  can  be  acted  upon — Imperial  Hydropathic 
Hotel  Company t  Blackpool  v.  Hampson  (23  Ch.D.  i).  It 
was  urged  that  there  was  power  under  article  77,  if  in  the 
opinion  of  the  board  it  was  desirable  that  any  of  their 
numher  should  perform  any  special  services,  to  pay  him 
additional  remuneration,  but  there  was  no  duly  constituted 
board  to  form  any  such  opinion,  and  that  is  a  condition 
piiecedent  (see  Caridad  Copper  Mining  Company  v. 
Swallow  J  1902,  2  K.B.  44) ;  moreover,  no  special  services 
are  referred  to  either  in  the  board  minutes  or  the  minutes 
of  the  general  meeting,  and  the  company  did  not  purport 
to  exercise  this  power  in  any  way.  It  was  further  urged 
on  behalf  of  Mr.  Rigby  that  he  ought  not  to  be  under  any 
liability  in  this  matter  as  he  was  acting  in  good  faith  under 
the  advice  of  counsel,  and  without  objection  the  opinion 
was  put  in  evidence,  but  when  looked  at  it  is  dear  that 
counsel  advised  that  all  the  resolutions  should  be  passed 
as  special  resolutions,  and  not  merely  the  first  and  second  ; 
and,  moreover,  the  payment  really  impeached  in  this 
action  was  made  long  afterwards,  during  the  present  year, 
and  after  the  question  as  to  it  had  been  raised.  The  next 
confirmation  relied  upon  was  in  January  1905.  I  pass  by 
the  general  meeting  of  August  10  1903,  which  was  not  put 
forward  as  a  ratification,  and  obviously  could  not  amount 
to  one,  no  separate  amount  being  mentioned  in  the 
accounts  for  directors'  fees,  or  managing  director's  fee, 
only  one  sum  being  mentioned  as  "two  years'  expenditure 
to  date."  The  defendants  did,  however,  rely  strongly  upon 
what  had  taken  place  in  January  1905  as  a  ratification, 
and  an  authority  to  make  the  payments  now  questioned, 
and  it  is  necessary  to  examine  into  what  then  took  place. 
Fuke  tried  in  various  directions  to  raise  money  for  the 
plaintiff  company,  but  without  avail.  He  stated  in  his 
evidence  in  chief  that  on  November  27  or  29  1904  he  saw 


Mr.  Mayo,  the  solicitor,  who  told  him  that  the  proposal 
for  raising  funds  which  had  been  last  under  consideration 
was  then  off,  and  that  Mr.  Mayo  could  hold  out  no  hope 
whatever;  and,  in  cross-examination,  he  said  that  up  to 
the  end  of  November  1904  his  negotiations  to  obtain  work- 
ing capital  had  resulted  in  nothing.  Mr.  Mayo's  evidence 
was  to  the  same  effect — that  at  the  end  of  Novem<ber  he 
explained  that  the  scheme  contained  in  the  exhibit 
C.R.M.I.  was  not  practicable.  On  December  i  1904  the 
first  suggestion  appears  of  a  new  scheme,  which  was 
ultimately  carried  through.  Mr.  Murray  was  a  director  of 
the  Mines  and  Minerals  Company,  and  that  company  had 
been  approached  to  see  if  they  would  find  money  for  the 
plaintiff  company  in  some  shape  or  form.  They  did  not 
entertain  the  matter,  but  on  December  i  1904  Mr.  Murray 
called  at  Fuke's  ofllice  and  asked  if  he  would  sell  the  assets 
of  the  Heidelburg  Company,  which  consisted  of  shares  in 
and  debentures  of  the  plaintiff  company,  to  a  new  syndi- 
cate, which  would  then  advance  the  plaintiff  company 
money  to  satisfy  its  liabilities.  Fuke  and  Murray  then 
went  on  to  Mr.  Mayo's  office  to  consult  him  about  the 
matter.  Fuke  stated  that  the  liabilities  of  the  plaintiff 
company  exceeded  ;^2,ooo,  but  could  be  settled  for  that 
sum.  That  much  is  not  in  dispute,  but  from  -this  point 
there  is  a  great  conflict  of  evidence  as  to  what  occurred. 
Mr.  Mayo  says  that  Fuke  completely  deceived  him ;  that 
Fuke  led  him  to  suppose  that  he  was  greatly  out  of  pocket 
for  advances  to  the  plaintiff  company,  and  that  he  was 
never  more  surprised  than  when  he  discovered  it  was  not 
so.  which  discovery  he  made  on  February  7  1905.  That 
Fuke  told  him  that  the  liabilities  were  made  up  of 
advances  to  the  company,  and  in  protecting  the  company's 
property,  and  carrying  on  the  company,  and  directors' 
fees ;  that  Fuke  emphasised  advances,  and  thus  led  him  to 
believe  that  the  bulk  of  the  debt  was  due  to  Fuke  for 
advances,  without  in  terms  saying  so.  Mr.  Mayo  further 
stated  that  he  knew  nothing  whatever  of  the  resolution 
appointing  Fuke  managing  director  at  ;f 700  a  year,  and 
that  he  was  wholly  unaware  that  the  greater  part  of  what 
Fuke  was  putting  forward  as  the  indebtedness  of  the  plain- 
tiff company  which  was  to  be  discharged  by  the  New  Heid- 
elburg Syndicate  consisted  of  upwards  of  three  years' 
arrears  at  ;f  500  a  year,  part  of  the  ;^7oo  a  year  salary  to 
Fuke  as  managing  director  of  the  company.  On  the  other 
hand,  Fuke  deposed  in  cross-examination  that  before 
December  i  1904  he  had  stated  to  four  persons,  including 
Murray  and  Mayo,  that  the  larger  portion  of  the  indebted- 
ness of  the  plaintiff  com|>any  was  due  to  himself  for  fees. 
Two  of  these  persons  were  not  called  as  witnesses,  but  the 
other  two,  Mr.  Murray  and  Mr.  Mayo,  entirely  denied 
Fuke's  statement.  Mr.  Murray,  when  pressed  in  cross- 
examination,  was  positive  that  Fuke  did  not  say  that  a 
great  part  of  the  amount  was  due  to  himffor  directors'  fees. 
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That  what  Fuke  did  say  was,  that  the  amount  of  the  plain- 
tiff company's  indebtedness  was  made  up  of  advances, 
directors'  fees,  and  carrying  on  the  company  for  two  or 
three  years.  The  fact  was  that  of  £^^9^  xos.  5d.  alleged 
to  be  due  to  Fuke,  only  ^^86  was  for  money  advanced  to 
the  company,  and  the  whole  of  the  rest  was  the  unpaid 
balance  of  £yoo  a  year.  I  am  quite  satisfied  that  Fuke  did 
not  disclose  this  either  to  Mx.  Murray  or  Mr.  Mayo,  that 
Fuke  wrapped  up  the  transaction  by  referring  at  the  same 
time  to  his  "advances,"  and  to  "carrying  on  the  company 
for  two  or  three  years,"  and,  indeed,  when  he  was  asked 
to  give  particulars  of  the  liabilities  of  the  company,  he  for- 
warded a  copy  of  the  letter  from  Mr.  Joy  to  himself  giving 
particulars,  amounting  to  a  total  of  ;f 2,416  19s.  iid.,  but 
as  regards  his  own  debt,  it  is  merely  entered  in  the  list  as 
F.  G.  Fuke,  ;f  2,046  7s.,  and  no  particulars  are  given  show- 
ing how  it  is  made  up.  There  is  apparently  some  dis- 
crepancy between  the  sum  of  ;f 2,046  7s.,  the  amount  of 
Fuke's  debt  entered  in  this  list,  and  £1*^  xos.  5d.,  the 
amount  entered  in  the  company's  Ledger,  and  this  dis- 
crepancy was  not  explained  at  the  trial.  There  is  no 
difficulty,  however,  in  ascertaining  how  the  £i,9gl&  xos.  5d. 
is  made  up,  as  the  particulars  of  this  were  put  in.  There 
are  five  items — ^^^85  5s.  and  £y$  6s.  5d.  are  the  undrawn 
balance  of  ;^4oo,  being  ;f2oo  a  year  (part  of  the  ;f  700), 
from  December  4  1901  to  Decem>ber  4  1903 ;  ;^i,ooo  is  two 
years  from  December  4  1901  to  1903,  at  ;f5oo  a  year; 
;f  751  17s.  is  the  allowance  of  £700  a  year  from  December 
4  1903  to  December  3X  1904;  and  ;^86  is  the  money 
advanced.  The  importance  of  thus  dissecting  the  items 
becomes  apparent  when  it  is  borne  in  mind  that  Fuke  had 
no  justification  whatever  for  including  this  ;f75i  17s.  as 
part  of  the  indebtedness  of  the  company.  Even  if  the 
resolution  of  May  25  1903  had  been  a  sufficient  ratification 
in  every  respect,  that  would  only  have  secured  to  him  ;f  700 
a  year  ios  two  years  at  most.  As  from  December  4  1903 
there  was  no  resolution  of  any  general  meeting  or  of  any 
board  meeting  continuing  him  as  managing  director  at 
;^7oo  a  year,  and,  in  my  opinion,  the  entry  by  him  of  this 
sum  in  his  own  favour  as  part  of  the  indebtedness  of  the 
company  cannot  be  justified  in  any  way.  I  accept  the  evi- 
dence of  Mr.  Mayo  and  Mr.  Murray,  and  I  disbelieve  that 
of  Mr.  Fuke.  In  my  opinion,  Mr.  Fuke  did  mislead  Mr. 
Mayo,  and  he  purposely  omitted  to  disclose  that  only  £S6 
was  for  advances,  and  concealed  that  the  rest  of  his  claim 
was  for  managing  director's  fees  of  ;f7oo  a  year;  he 
entered  the  amount  at  one  lump  sum,  and  laid  stress  on 
his  advances,  in  order  that  the  fact  that  the  bulk  of  his 
claim  was  for  fees  as  managing  director  might  escape 
notice.  I  also  accept  Mr.  Mayo's  evidence  as  to  the  date 
when  he  first  saw  the  resolution  of  December  4  1901.  On 
February  7  1905  Mr.  Fuke  told  Mr.  Mayo  that  he  was 
managing  director  with  ;f  700  a  year  remuneration  and  that 
the  ;fii998  xos.  5d.  included  the  amount  undrawn.  Mr. 
Mayo  at  once  complained  tbat  he  had  been  induced  by  bui>- 


pression,  and  by  what  he  considered  misrepresentation,  to 
agree  to  the  arrangement,  and  he  followed  this  up  by  the 
letter  to  Mr.  WooUey,  the  plaintiff  company's  then  solici- 
tor, of  February  13  1905.  Mr.  Fuke,  in  cross-examination, 
agreed  that  on  February  7  1905  Mr.  Mayo's  attitude  was 
inconsistent  with  Mr.  Fuke  having  previously  given  the 
information  as  to  his  claim  for  director's  fees,  and  I  am 
quite  convinced  that  Mr.  Fuke  succeeded  in  deceiving  Mr. 
Mayo  as  to  the  nature  of  his  alleged  debt.  Although  this 
is  an  important  point,  it  does  not  entirely  dispose  of  the 
matter.  Mr.  Fuke  relies  upon  the  plaintiff  company 
having  in  general  meeting  assented  to  the  payment  to  him 
of  ;f  1,998  IOS.  5d.,  or  rather  of  the  balance  of  the  jf 2,000 
found  by  the  New  Heidelburg  Syndicate,  after  the  other 
debts  of  the  plaintiff  company  had  been  paid.  This  was 
the  sum  of  ;f  1,629  i8s.  lod.,  which  was  paid  to  Mr.  Fuke 
on  March  xo  1905,  and  accepted  by  him  in  full  discharge  of 
his  claim  against  the  company  for  ;£'i»998  xos.  5d.  I  have 
arrived  at  the  conclusion  that  the  nature  of  the  claim  put 
forward  by  Mr.  Fuke,  as  if  it  were  an  admitted  indebted- 
nesd  of  the  jplaintiff  company  to  him,  was  never  fairly  and 
honestly  and  properly  placed  before  the  shareholders  of 
either  the  plaintiff  company  or  the  Heidelburg  Company. 
As  regards  the  latter  company,  although  by  reason  of  thei: 
large  shareholding  in  the  plaintiff  company  they  could  at 
once  have  negatived  any  proposal  to  appoint  Mr.  Fuke  as 
managing  director  or  to  pay  him  £yoo,  they  were  newr 
once  called  together  or  consulted  by  Mr.  Fuke  as  to  the 
proposal  in  which  he  was  so  largely  interested  personally, 
or  as  to  how  the  votes  which  the  liquidator  of  the  Heidel- 
burg Company  had  at  his  command  should  be  used ;  and. 
moreover,  when  the  proposal  to  sell  the  assets  of  the  Heid- 
elburg Company  to  the  New  Heidelburg  Syndicate  was 
brought  before  the  shareholders  of  the  former  company 
for  their  approval,  although  it  was  an  integral  part  of  the 
scheme  that  the  new  syndicate  should  advance  £2^000  to 
pay  off  the  alleged  indebtedness  of  the  plaintiff  company. 
Mr.  Fuke  did  not  disclose  his  personal  interest  in  the 
matter  to  those  shareholders ;  indeed,  he  admitted  that  be 
never  stated  at  any  meeting  of  the  Heidelburg  share- 
holders that  he  had  any  interest  in  the  ;f  2,000,  whereas  the 
greater  part  of  it  was  to  find  its  way  into  his  pocket  for 
fees.  With  regard  to  the  meeting  of  the  plaintiff  company 
on  January  a8  X905,  on  which  reliance  is  placed,  no 
sufficient  notice  was  given  to  the  shareholders  of  what  it 
was  proposed  to  do.  The  item  of  Mr.  Fuke's  claim  is  con- 
cealed by  being  included  in  the  aggregate  of  this  and  other 
sums ;  no  mention  of  the  fact  is  made  that  the  condition 
on  which  the  ;f  500  a  year  was  to  be  drawn  had  not  hap- 
pened—viz., the  ;^6o,ooo  capital  of  the  plaintiff  company 
or  some  part  of  it  being  subscribed ;  nor  is  any  mention  • 
made  that  as  regards  ;^75i  17s.  it  has  never  been  voted  01 
fixed  either  by  the  company  or  by  the  board,  and  was  for 
a  period  beyond  the  two  years ;  although  inserted  in  the 
accounts,  the  claim  had  never  been  brought  before  a  board 
meeting  of  the  plaintiff  company;  and,  moreover,  the 
Balance  Sheet  and  accounts  were  not  circulated  among  the 
shareholders  with  the  notice  convening  the  meeting.  This 
notice  is  dated  January  19,  and  the  meeting  is  convened  for 
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January  28,  whereas  it  appears  from  the  board  minutes  of 
January  24  1905  that  the  directors'  report  was  not  approved 
until  tiiat  day.  The  first  document  of  any  kind  in  which 
I  can  find  any  mention  of  Mr.  Fuke*s  claim  to  >f  700  a  year 
from  December  4  1901  to  December  31  1904  is  the  letter  of 
the  auditors  of  January  18  1905,  and  they  had  then  dis- 
covered that  Mr.  Fuke  had  entered  a  claim  for  this 
amount.  The  auditors  made  a  report  to  the  shareholders 
on  January  24,  and  this  mentions  Mr.  Fuke's  claim,  and 
the  Minute  Book  states  that  this  report  was  read  at  the 
general  meeting  of  January  28.  There  is  no  list  of  share- 
holders attending  this  meeting.  At  the  previous  meeting  on 
January  12  three  shareholders  were  presen*  and  sigaed  the 
attendance  sheet ;  but  there  is  no  list  of  persons  present  on 
January  28,  as  in  the  other  cases.  The  Minute  Book  records 
that  a  quorum  was  present,  this  was  three  shareholders, 
but  it  transpired  on  the  cross-examination  of  Albert  E. 
Straker  that  he  was  one  of  the  persons  present,  and  was 
not  a  shareholder  at  all,  the  transfer  of  his  shares  having 
been  lodged  with  the  company  on  July  27  1903,  and  the 
shares  were  not  retransferred  to  him  until  September  7 
1905.  In  my  opinion,  no  proper  or  sufficient  information 
was  given  to  the  shareholders,  and  there  was  no  sufficient 
ratification  with  knowledge  of  the  facts.  My  view  is  the 
same  as  to  the  meeting  on  February  25  1905,  when  it  was 
resolved  to  issue  the  debentures.  I  am  satisfied  that  the 
plaintiff  company  never  ratified— with  knowledge  of  the 
facts — the  payment  of  ;f  1,912  los.  5d.  to  Fuke  in  respect  of 
fees  as  managing  director,  nor  did  Fuke  ever  properly  and 
sufficiently  explain  the  position  to  the  shareholders.  He 
treated  his  most  doubtful  claim  as  if  it  were  an  admitted 
debt,  to  which  no  exception  could  be  taken,  and  then 
referred  to  the  fact  that  debentures  were  necessary  to  cover 
the  ^■2,000  liabilities  of  the  company.  The  result  is  that 
out  of  the  ;^i,629  i8s.  lod.  received  by  him,  by  means  of 
the  cheque  signed  by  the  defendant  Rigby,  only  ;^86 
was  properly  payable  to  him,  and  the  balance  of 
;^i,543  i8s.  lod.  must  be  refunded.  I  regard  this  case  as 
one  in  which  Fuke  has  abused  the  fiduciary  position  in 
which  he  was,  as  liquidator  of  the  Heidelburg  Company, 
to  secure  for  himself  a  lai^e  pecuniary  benefit,  by  means 
of  the  large  number  of  shares  in  the  plaintiff  compaay  held 
by  the  Heidelburg  Company,  and  without  the  knowledge 
of  the  Heidelburg  shareholders,  and  without  the  full 
knowledge  and  assent  of  the  shareholders  of  the  plaintiff 
company.  The  payment  of  ;^i,543  i8s.  lod.  was  a  mis- 
application of  the  funds  of  the  company  for  which  the 
defendants  Fuke  and  Rigby  are  jointly  and  severally 
liable.  The  remaining  claim  is  as  to  Rigby's  remunera- 
tion. It  is  alleged  that  he  only  served  as  director  one  com- 
plete year,  for  which  he  was  only  entitled  to  ;f  100,  but 
nevertheless  has  been  paid  ^f  10  and  jf  180  los.  8d.,  making 
together  ;^i9o  los.  8d.  The  argument  that  Rigby  had  not 
served  two  complete  years  was  based  on  the  contention 
that  his  election  or  appointment  by  Fuke  on  February  3 
1903  had  not  been  duly  ratified  or  confirmed  by  the  com- 
pany in  general  meeting  on  August  10  1903,  because 
sufficient  notice  had  not  been  given  that  the  matter  would 
be  dealt  with  at  that  meeting.    The  report  of  the  directors 


is  dated  July  31  1903,  and  was  sent  out  with  the  notice 
convening  the  ordinary  general  meeting  for  August  10 
1903.  The  report  contains*this  paragraph  : — "Directors, — 
"You  will  be  asked  to  ratify  the  election  of  Mr.  C.  O. 
"  Rigby,  as  a  director ;  also  to  elect  a  new  director,"  and 
the  notice  convening  the  meeting  states  that  the  meeting 
will  be  held  for  the  purpose  of  receiving  the  directors' 
report,  and  accounts,  to  June  30  1903,  and  the  election  of 
directors  and  auditors.  In  my  opinion  this  was  sufficient 
notice  to  the  shareholders  of  the  intention  to  bring  before 
the  meeting  the  ratification  of  Mr.  Rigby's  election.  See 
Irvine  v.  Union  Bank  of  Australia  (2  App.  Cas.  366),  where 
Sir  Barnes  Peacock,  in  delivering  the  judgment  of  the 
Court  (at  p.  375)  said  that  their  Lordships  "are  not  pre- 
"  pared  to  say  that  if  a  report  had  been  circulated  before  a 
"half-yearly  meeting  distinctly  giving  notice  that  the 
"  directors  had  done  an  act  in  excess  of  their  authority,  and 
"  that  the  meeting  would  be  asked  by  confirming  the  report 
"to  ratify  the  act,  this  might  not  be  sufficient  notice  to 
"bring  the  ratification  within  the  competency  of  the 
"majority  of  the  shareholders  present  at  the  half-yearly 
"meeting."  In  my  opinion  this  report  and  notice  given 
amounted  to  sufficient  notice  of  the  business  which  was 
intended  to  be  brought  forward  at  the  meeting — namely,  to 
ratify  the  election  of  Mr.  Rigby.  The  result,  therefore,  is 
that  this  claim  fails.  The  defendants  must  pay  the  costs 
of  the  action  except  so  far  as  increased  by  the  claim  for 
alleged  excess  of  remimeration  paid  to  Rigby ;  the  plain- 
tiffs must  pay  the  costs  of  the  action  so  far  as  increased  by 
this  claim,  with  the  usual  set-off. 

(22  Times  Law  Re  port  s^  196,) 


Miscellaneous. 

KING'S  BENCH  DIVISION. 

December  5. 

(Before  Channell,  J.) 

Samuel  v.  Bell. 

Moneylenders   Act,    igoo— Reopening    Transaction — *•  Exces- 
sive '  •  Interest — "  Harsh  and  Unconscionable  ' '  Transaction 
— Free  and  Voluntary  Agreement — 63  6*  64  Vict.  c.  51,  s. 
I,  subsec.  I. 
This  was  an  action  brought  by  Mr.  Charles  Samuel,  a 
moneylender    (trading    as    B.    S.    Thomas),    against    the 
defendant  to  recover  £22$,  the  balance  claimed  to  be  due 
upon  a  promissory  note  made  by  the  defendant  for  ^^300, 
dated  May  19  1905,  and  payable  by  twelve  monthly  instal- 
ments of  £2^  each,  commencing  July  8  1905.     The  said 
note  provided  that  on  default  in  any  payment  the  whole 
amount  remaining  unpaid  should  become  due  and  payable 
forthwith,  and  default  was  made  in  payment  of  the  fourth 
instalment.    The  plaintiff  gave  credit  for  three  instalments 
of  ^^25  each  respectively,  paid  on  July  17,  August  21,  and 
September  18  last.    The  defendant  claimed  relief  under  the 
Moneylenders  Act,  1900. 

It  appeared  thait  in  1904  the  defendant  applied  to  the 
plaintiff  for  a  loan  and  the  plaintiff  offered  to  lend  the 

defendaj[it  /200  upon  terms  which  the  df^ndanKdeclined, 
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upon  the  ground  that  they  were  too  high.  Thereupon  the 
plaintiff  sent  the  money  to  the  •defendant  in  bank  notes, 
saying,  in  effect  (as  the  learned  Judge  found),  that  the 
defendant  had  better  have  it  and  that  he  (the  plaintiff) 
could  not  alter  his  terms.  The  defendant,  being  in  the 
position  that  he  did  not  know  where  to  find  the  wages  for 
hid  workmen  for  the  next  week,  accepted  the  money.  Sub- 
sequently a  further  advance  of  ;f  loo  was  arranged,  the 
defendant  giving  a  promissory  note  for  ;f3oo.  Certain 
instalments  were  repaid  on  this  promissory  note  and  then 
the  defendant  fell  into  arrear  with  one  instalment.  He 
was  told  that  he  would  be  sued  if  he  did  not  send  it  by 
12  o'clock  on  Saturday,  May  6.  He  did  not  do  that,  but 
sent  it  on  the  following  Monday.  The  plaintiff  neverthe- 
less issued  a  writ  for  the  whole  balance  due.  The 
defendant  succeeded  in  raising  the  amount  and  paid  it  to 
the  plaintiff,  together  with  the  costs  of  the  writ.  No  judg- 
ment was  signed  against  the  defendant.  So  far  the  matter 
would  have  been  at  an  end,  but  a  few  days  afterwards  a 
representative  of  the  plaintiff  called  upon  the  defendant 
and  said  that  he  was  sure  there  must  have  been  some  mis- 
take, as  the  plaintiff  would  not  personally  have  been  so 
harsh  and  unconscionable.  The  plaintiff's  representative 
at  the  same  time  lent  the  defendant  ;f 200,  the  defendant 
giving  the  promissory  note  for  ;f3oo,  which  was  now  sued 
upon. 

JUDGMENT. 

Mr.  Justice  Channell,  in  giving  judgment,  said  that  he 
felt  no  difficulty  in  the  special  circumstances  of  this  case  in 
saying  that  relief  could  be  granted.  He  had  fully  laid 
down  the  principles  upon  which  relief  could  be  granted  in 
Carrington's,  Lim.  v.  Smith  (Times  L.R.  109).  This  was  not 
a  case  in  which  there  was  a  free,  open,  and  independent 
agreement  to  pay.  The  position  in  which  the  defendant 
was  at  the  time  the  first  loan  was  made,  of  not  knowing 
where  to  find  the  money  to  pay  his  men,  was  a  terrible 
one,  and  being  in  that  position  when  he  took  the  bank- 
notes sent  by  the  plaintiff,  his  agreement  to  repay  was  not 
made  in  such  circumstances  as  to  be  a  guide  to  him  (the 
learned  Judge)  as  to  what  was  a  reasonable  rate  of  interest 
to  be  charged.  With  regard  to  the  further  loan,  the  trans- 
action was  a  very  unconscionable  one  on  the  pairt  of  the 
plaintiff,  and  the  Moneylenders  Act,  1900,  could  have  been 
set  up  if  the  first  action  had  been  fought  instead  of  the 
money's  having  been  paid  under  the  pressure  of  the  writ. 
By  agreement  of  the  parties  the  present  action  was  to  be 
dealt  with  on  the  basis  that  there  was  a  claim  by  the 
defendant  to  reopen  the  whole  of  the  former  transaction 
as  well  as  that  which  culminated  in  the  giving  of  the 
promissory  note  upon  which  the  present  action  was 
brought.  The  question  arose  whether  the  former  transac- 
tion could  be  reopened,  there  having  been  a  payment  made 
under  the  pressure  of  a  writ.  In  his  opinion  it  could.  A 
further  question  was  whether  a  matter  could  be  reopened 
by  way  of  counter-claim  in  the  present  action  when  there 
would  have  been  a  defence  under  the  Moneylenders  Act 
to  the  first  action.  In  his  opinion,  in  the  present  case 
the  matters  were  really  all  connected  from  first  to  last, 
and  ought  to  be  treated  from  beginning  to  end  as  if  one 


amount  had  been  lent ;  and  the  transaction  in  them  would 
be  reopened  upon  that  ground.  He  did  not  think  that  it 
was  necessary  for  the  defendant  to  have  issued  a  writ 
claiming  relief  against  the  former  transaction;  in  his 
opinion  the  relief  could  be  granted  in  the  counter-claim 
in  the  present  action. 

(22  Times  Law  Re  parts  ^  118.) 


WANDSWORTH  COUNTY  COURT. 

January  16. 

(Before  His  Honour  Judge  Russell.) 

/Vllller  t;.  Appleton. 

Speculative  Action  —  Liability  of  Solicitor  for  Expenses  oj 

Witnesses. 
In  this  action  Dr.  E.  A.  Miller  sought  to  recover  against 
Mr.  Charles  Frederick  Appleton,  solicitor,  the  sum  of  six 
guineas  for  three  days'  attendance  in  the  High  Court  for 
the  purpose  of  giving  evidence  in  the  case  of  Wright  v.  Tkt 
Metropolitan  Asylums  Board. 

JUDGMENT. 

In  giving  judgment,  his  Honour  Judge  Russell  said  it  was 
what  was  known  as  a  speculative  action — that  was  to  say, 
the  solicitor  undertook  to  run  it  for  the  plaintiff.  The  point 
he  had  to  consider  was  whether  Mr.  Appleton  agreed  to  run 
the  action  free  of  cost  and  recoup  himself  out  of  any 
damages  that  might  be  recovered  ;  and,  if  so,  whether  he 
was  liable  to  pay  witnesses  subpoenaed  to  give  evidence. 
The  facts  were  not  in  dispute,  and  Mr.  Appleton  admitted 
that  that  was  the  agreement  made  with  Wright,  the 
plaintiff.  The  only  dispute  between  the  solicitor  and 
Dr.  Miller  was  that  Mx.  Appleton  said  he  paid  two 
guineas  to  the  doctor  as  expenses,  but  the  doctor  denied 
this,  asserting  that  the  two  guineas  were  for  a  report  which 
he  supplied.  He  (the  Judge)  was  of  the  c^inion  that  Dr. 
Miller's  statement  in  this  respect  was  correct,  and  the 
only  matter  he  had  now  to  decide  was  whether  the  solici- 
tor was  liable  to  bear  the  cost  of  the  doctor's  attendance  at 
the  trial.  Mt.  Appleton  contended  that  the  doctor  could 
not  recover,  because  he  should  have  claimed  his  expenses 
before  giving  evidence.  It  seemed  to  him  from  the  prin- 
ciples concisely  laid  down  in  Chitty  on  Contracts,  12th 
edition,  that  it  was  perfectly  clear  that  a  witness  could 
recover  his  expenses  from  any  person  who  had  subpcBnaed 
him,  even  although  he  did  not  ask  for  them  at  the  time. 
Mr.  Appleton* s  interest  in  the  matter  was  far  greater  than 
Wright's  (the  plaintiff  in  the  action  in  the  High  Court); 
therefore  Dr.  Miller  was  subpoenaed  more  by  Mr.  Apple- 
ton  than  by  Wright.  Dr.  Miller  was  a  professional  and 
skilled  witness,  called  to  give  evidence  on  matters 
peculiarly  within  his  own  knowledge,  and  it  seemed  to  him 
(the  Judge)  that  such  a  witness  was  entitled,  not  only  to 
his  expenses,  but  also  to  a  fee  for  loss  of  time.  He  there- 
fore gave  judgment  for  the  plaintiff  for  six  guineas  and 
costs. 

Mr.  Appleton,  in  view  of  the  importance  of  the  case, 
asked  for  leave  to  appeal,  but  the  Judge  refused  the 
application. 


(S.J.) 
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Xaw  Hepotte^ 


Accountancy  and  Auditing. 

CHANCERY  DIVISION. 

Januairy  27. 

(Before  Faewell,  J.) 

Macalister  v.  Blalberg. 

Accountant* 5  Changes  —  Commission  on  Sale  —  Terms  of 
Contract, 

The  plaintifi  was  an  accountant,  and  sued  the  defendant, 
who  was  the  owner  of  premises  known  as  the  Grand 
Theatre  at  Croydon,  for  the  sum  of  ;t  1,000,  which  the 
plaintiff  alleged  was  the  commission  the  defendant 
verbally  agreed  on  August  4  1904  to  pay  him  if  and  when 
he  should  find  a  purchaser  for  the  theatre  on  the  follow- 
ing terma: — (a)  The  plaintiff  to  find  a  purchaser  for  the 
theatre  within  twelve  months  from  the  said  date ;  (b)  the 
purch^uer  to  pay  a  deposit  of  ;£4,ooo ;  (c)  the  purchaser  to 
agree  to  purchase  at  the  same  price  and  on  the  same  terms 
as  those  contained  in  a  written  contract  dated  June  1  1904 
entered  into  between  the  defendant  and  the  Industrial 
Share  Corporation,  Lim.,  for  the  sale  of  this  theatre, 
which  had  proved  abortive.  The  plaintiff  further  alleged 
that  by  January  18  1905  he  found  a  purchaser— ».«.,  the 
Empire  Contract  Company,  Lim.—who  was  ready  and 
willing  to  buy  the  said  theatre  on  the  terms  of  the  con- 
tract of  June  I  1904,  and  to  pay  the  deposit  of  ;t4ja»j  ^^^ 
the  defendant  refused  to  sell  on  the  terms  of  the  said  con- 
tract, and  repudiated  the  agreement  of  August  4  1904.  It 
appeared  that  early  in  1904  the  defendant  instructed  a  Mr. 
Carpenter,  an  estate  agent  at  Croydon,  to  find  him  a  pur- 
chaser for  the  theatre  on  certain  terms.  Mr.  Carpenter 
communicated  with  a  Mr.  Ford,  who  placed  the  matter 
before  the  plaintiff,  who  was  a  director  of  and  largely 
interested  in  a  financial  concern  called  "The  Industrial 
Share  Corporation,  Lim.,"  and  on  June  i  1904  the  written 
contract  between  the  defendant  and  the  corporation  was 
■entered  into.  By  this  contract  the  pujrchase-price  was  fixed 
.  at  ;£46,ooo,  of  which  ;f  30,000  was  to  remain  on  mortgage 
at  4}/^  per  cent,  interest,  and  the  balance  of  ;f  16,000  was 
•to  be  paid  in  cash.  The  contract  also  provided  that  a 
deposit  of  ;^2,ooo  was  to  be  paid,  which  was  to  be  for- 
feited if  the  contract  was  not  completed  by  a  given  date, 
and  it  was  also  a  term  of  the  contract  that  ;f  5»o«>  of  the 
^30,000  mortgage  was  to  be  paid  off  by  instalments 
extending  over  five  years.  In  July  1904  this  contract  was 
rescinded  by  arrangement,  and  the  defendant  retained 
j£i,5oo  of  the  deposit  and  returned  £soo,  the  balance  of 
it,  to  the  plaintiff.  About  October  1904  Mr.  Ford  and  the 
plaintiff  got  into  communication  with  Messrs.  Steadman, 
Van  Praag  &  Co.,  the  solicitors  of  the  Empire  Contract 


Company,  Lim.,  which  was  a  solid  concern.  The  plaintiff 
supplied  Messrs.  Steadman,  Van  Praag  &  Co.  with  a  copy 
of  the  contract  of  June  x  1904,  and  negotiations  ensued 
between  them,  acting  for  their  clients,  and  Mr.  Ford, 
acting  for  the  plaintiff,  for  the  sale  to  the  company  of  the 
Croydon  Theatre ;  and  in  January  1905  the  company  were 
ready  and  willing  to  buy  the  theatre  on  the  lines  of  the 
contract  of  June  x  1904,  and  prepared  to  pay  a  deposit  of 
;f4,ooo.  In  the  meantime,  in  November  1904,  the  plaintiff 
wrote  the  defendant  that  he  believed  he  had  found  a  pur- 
chaser for  the  theatre ;  and  correspondence  ensued  between 
them  during  the  following  December,  Januazy,  and 
February,  the  plaintiff  in  effect  asserting  that  the 
defendant  was  bound  by  the  terms  of  the  commission 
agreement  of  August  4  and  the  defendant  repudiating  any 
such  agreement  but  stating  his  willingness  to  sell  for 
;^5o,ooo  if  all  other  terms  could  be  arranged.  Conse- 
quently the  proposed  purchase  by  the  Empire  Contract 
Company,  Lim.,  was  dropped.  The  plaintiff  then  brought 
this  action,  and,  in  giving  his  evidence,  stated  that  the 
interview  of  August  4  took  place  primarily  with  reference 
to  a  Mr.  Catton,  with  whom  he  was  then  negotiating  and 
whom  he  believed  was  prepared  to  buy  the  theatre,  but  that 
at  the  same  time  the  defendant  promised  him  the  commis- 
sion of  ;fi,ooo  if  he  could  find  a  purchaser  in  twelve 
months  on  the  terms  alleged.  A  Mr.  Bonnard,  who  was 
present  at  this  interview,  corroborated  the  plaintiff.  The 
defendant  asserted  that  the  interview  of  August  4  related 
solely  to  a  proposed  sale  to  Mr.  Catton  (which  went  off  in 
a  few  days),  and  that  he  only  promised  the  plaintiff 
;fi,ooo  if  Mr.  Catton  paid  a  deposit  of  ;^4,6oo,  and  he 
denied  that  he  made  any  other  agreement  with  the 
plaintiff. 

JUDGMENT. 

Mr.  Justice  Farwell,  in  delivering  judgment,  said :  This 
is  a  question  of  fact,  and  depends  entirely  on  the  credi- 
bility of  the  witnesses.  On  the  whole  I  believe  the  testi- 
mony of  the  defendant,  and  it  is  more  in  accordance  with 
the  correspondence  that  has  b#n  read.    The  action  will 

be  dismissed,  with  costs. 

(Times.) 


A  dministrations. 

CHANCERY  DIVISION. 

January  19. 

(Before  Kekkwich,  J.) 

In  re  Kenward;  Hammond  v.  Bade. 

Practice^Administration  Actionr^Insolvent  EstaU— Transfer 
of  Proceedings  to  BankrupUy— Bankruptcy  Act,  1883  (46 
<S'47  Vict.c.  52),  s.  125. 

Motion  to  transfer  administration  proceedings  from  the 

Chancery  Division  to  Bankruptcy.  ^^  ^  ^  ^T  ^ 
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The  deceased  debtor,  who  was  a  miller  at  Uckfield  ia 
Sussex,  died  in  April  1905.  In  December  1905  a  creditor 
took  out  an  administration  summons  in  the  Chancery 
Division  to  which  the  executors,  who  were  also  creditors, 
were  defendants.  Nothing  had  been  done  in  the  Chancery 
proceedings  beyond  entering  appearance  when  this  motion 
was  made  for  a  transfer  to  Lewes  County  Court  pursuant  to 
section  125  of  the  Bankruptcy  Act,  1883.  The  estate  was 
insolvent.  Most  of  the  creditors  resided  in  the  neighbour- 
hood of  Lewes. 

JUDGMENT. 

Kekewich,  J.,  in  acceding  to  the  application,  said  that 

where  questions  oi  difficulty  arose  which  had  to  be  adjourned 

to  the  Judge,  he  thought  it  better  to  retain  the  proceedings 

in  his  own  Court,  but  that  was  not  the  case  here,  and  there 

was  at  least  equal  convenience  in  transferring  the  case  to 

the  County  Court.    The  scheme  of  the  Bankruptcy  Act, 

1883,  s.  125,  was  to  make  the  administration  of  the  estate  of 

a  deceased  insolvent  equivalent,  as  far  as  possible,  to  the 

administration  of  the  estate  of  a  living  bankrupt,  and  unless 

there  was  some  reason  against  the  transfer  the  transfer 

ought  to  be  made. 

(L.J.  67.) 


CHANCERY   DIVISION. 

January  31. 

(Before  Kekewich,  J.) 

Re  5amp8on  (deceased);  Sampson  v.  Sampson. 

Trustee — Appointment  of  New  Trustees — Donee  of  Power 
Appointing  Himself—Appointment  held  Invalid—Trustee 
Act,  1893  (56  6*  57  Vict.  c.  53),  s.  10,  suhsec,  i. 

By  his  will  Joseph  Sampson  gave  all  his  estates  to  trustees 
for  his  wife  for  life,  and  after  her  death  to  be  equally  divided 
among  all  his  children  living  at  his  decease  for  their  lives, 
and  upon  the  death  of  the  survivor  of  them  he  directed  that 
his  residuary  estate  should  be  disposed  of  and  converted  into 
money  and  such  produce  thereof  should  be  equally  divided 
amongst  all  the  children  j^  his  sons  and  daughters,  but  so 
that  the  child  or  children  of  any  one  of  his  sons  or  daughters 
should  only  take  his  or  their  parents'  share,  and  he  appointed 
his  wife  and  three  sons  to  be  the  executors  of  his  will. 
J.  W.  Sampson,  the  surviving  son  and  trustee,  died  on  the  loth 
of  March  1905,  and  as  the  executors  appointed  by  his  will 
renounced  probate,  his  eldest  son,  £.  J.  Sampson,  took  out 
letters  of  administration  with  the  will  annexed  and  as  such 
administrator  appointed  himself  and  his  brother,  A.  E. 
Sampson,  trustees  of  the  will  of  the  testator,  Joseph 
Sampson.  They  took  out  the  present  summons,  and  one  oi 
the  questions  asked  by  this  summons  was  whether  the  appli- 
cants had  been  duly  appointed  trustees  of  the  testator's  will, 
and  if  necessary  that  their  appointment  might  be  confirmed 
by  the  Court.  The  appointment  was  made  under  the  powers 
conferred  by  section  10  (i)  of  the  Trustee  Act.  1893,  which 


provides  that  •*  where  a  trustee,  either  original  or  substituted, 
and  whether  appointed  by  the  Court  or  otherwise,  is  dead, 
or  remains  out  of  the  United  Kingdom  for  more  than  twelve 
months,  or  desires  to  be  discharged  from  all  or  any  of  the 
trusts  or  powers  conferred  on  him,  or  refuses  or  is  unfit  to 
act  therein,  or  is  incapable  to  act  therein,  then  the  person  or 
persons  nominated  for  the  purpose  of  appointing  neu' 
trustees  by  the  instrument,  if  any,  creating  the  trust,  or  if 
there  is  no  such  person,  or  no  such  person  able  or  willing  to 
act,  then  the  surviving  or  continuing  trustees  or  trustee  for 
the  time  being,  or  the  personal  representative  of  the  last 
surviving  or  continuing  trustee  may  by  writing  appoint 
another  person  or  other  persons  to  be  a  trustee  or  trustees 
in  place  of  the  trustee  dead,  remaining  out  of  the  United 
Kingdom,  desiring  to  be  discharged,  refusing  or  being  unfit 
or  being  incapable  as  aforesaid.*'  For  the  applicants  it  was 
argued  that  the  appointment  was  a  good  appointment.  In 
Montefiore  v.  Guedalla  (1903,  2  Ch.  723)  Buckley,  J.,  held  that 
there  was  no  rule  that  a  donee  of  a  power  to  appoint  new 
trustees  was  unable  to  appoint  himself.  The  words  *'  another 
person  or  other  persons  *'  in  section  10  must  be  held  to  refer 
not  to  the  appointor  but  to  the  person  in  whose  place  a  new 
trustee  was  appointed. 

JUDGMENT. 

Kekewich,  J.,  said  that  in  the  present  case  the  donee  of 
a  power  had  appointed  himself  to  be  a  trustee,  and  the 
question  was  whether  that  was  a  good  appointment,  there 
being  no  express  power  under  the  will  to  appoint.  In 
Re  Newen  (1894,  2  Ch.  297)  he  had  expressed  a  decided 
opinion  that  a  donee  of  a  power  could  not  make  such  an 
appointment  on  the  grour^i  that  the  power  was  to  appoint 
"any  other  proper  person  or  persons,"  and  that  a  man 
could  not  be  another  person  than  himself.  In  Montefon 
V.  Guedalla  (1903,  2  Ch.  723)  Buckley,  J.,  held  that  the 
last  survivor  being  the  sole  trustee  (and  it  followed  that 
the  personal  represenjtative  of  the  last  sole  trustee)  could 
appoint  new  trustees,  as  there  was  nothing  in  the  power  in 
that  case  to  prevent  it.  But  he  distinguished  the  case 
where  the  power  was  to  appoint  some  "  other  "  person,  and 
said  that  in  such  a  case  the  donee  of  the  power  might  not 
be  adnongst  the  persons  capable  of  being  appointed.  The 
first  step  was  to  look  at  the  language  of  the  power.  In  the 
present  case  the  power  was  contained  in  section  10  of  the 
Trustee  Act,  1893.  What  did  "another  person"  mean? 
Did  it  mean  some  other  person  than  the  trustee  who  was 
dead  or  who  had  became  incapable  of  acting,  or  did  it 
mean  some  other  person  than,  the  person  exercising  the 
power?  The  person  who  appointed  was  to  appoint  another 
person  or  other  persons  to  be  trustees ;  surely  that  mu>t 
mean  some  other  person  than  the  person  appointing,  n 
there  was  no  such  person  then  the  surviving  or  continuing 
trustee  was  to  appoint.  It  would  be  strange  ii  the  surviving 
or  continuing  trustee  could  appoint  himseJf-T  I^  *">'  '^ 
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those  cases  the  surviving  or  continuing  trustee  could  not 
appoint  himself  because  he  was  already  a  trustee.  There- 
fore it  was  clear  that  the  words  meant  some  person  other 
than  the  surviving  or  continuing  trustee,  and  therefore  it 
must  mean  some  other  person  than  the  personal  repre- 
sentative of  the  last  surviving  or  continuing  trustee.  The 
present  case  fell  within  the  exception  referred  to  by 
Buckley,  J.,  and  the  appointment  must  be  held  to  be  bad. 
(50  S.J.  239.) 


Bankruptcies  and  Insolvencies. 

KING'S  BENCH  DIVISION. 

February  5. 

(Before  Bigham  arid  Darling,  JJ.) 

Re  A.  J.  Harris;  ex  parte  The  Trustee. 

Bankruptcy — Transfer  of  BankmpVs  Business  to  Limited 
Company— *^ Fraudulent  Conveyance*' — Bankruptcy  Act^ 
1883  (46  6*47  Vict.  c.  52),  s.  4,  subsec.  i  (b) 

Appeal  from  a  decision  of  his  Honour  Judge  Bompas, 
K.C.,  in  the  County  Court  at  Bra<lford.  The  bankrupt 
had  carried  on  business  as  an  electrical  engineer  and 
dealer  in  fittings  since  1892.  In  August  1903,  he  borrowed 
from  William  Mitchell,  the  petitioning  creditor,  ;f5oo  at 
5  per  cent,  interest  without  any  security  but  a  promissory 
note  payable  on  demand.  At  the  same  time  Mitchell's  son, 
Joseph  William  Mitohell,  became  apprentice  to  the  bank- 
rupt for  three  years,  with  the  option  of  becoming  a  partner 
and  putting  capital  into  the  business  at  the  expiration  of 
his  apprenticeship.  In  April  1905  the  bankrupt  got  into 
arrears  with  the  interest  on  the  loan  from  Mitchell,  asked 
him  to  let  the  interest  stand  over  for  a  time,  and  suggested 
that  J.  W.  Mitchell  should  at  once  enter  into  partnership 
with  him  and  bring  in  fresh  capital.  Mitchell  refused  to 
consent.  On  the  i6th  of  May  the  bankrupt  again  wrote 
asking  Mitchell  to  let  his  son  come  into  partnership  and 
put  ;^2oo  into  the  business,  but  Mitchell  again  refused, 
and  advised  the  bankrupt  to  try  to  get  an  over- 
draft from  his  bank,  which  he  could  not  succeed  in  getting. 
0.1  the  27th  of  May  the  bankrupt's  solicitors  wrote  to 
J.  W.  Mitchell  that  creditors  were  pressing,  and  made 
suggestions  as  to  terminating  the  apprenticeship,  but  the 
parties  came  to  no  agreement  in  the  matter.  About  the 
end  of  June  the  elder  Mitchell  heard  a  rumour  that  the 
bankrupt  was  going  to  turn  his  business  into  a  company 
and  had  an  interview  with  him  on  the  subject,  when  the 
bankrupt  stated  that  he  had  practically  given  up  the  idea 
and  promised  not  to  deal  with  his  assets  without  Mitchell's 
consent.  On  the  3rd  of  July  the  bankrupt  registered  the 
company  of  A.  J.  Harris  &  Co.,  Lim.,  with  a  capital  of 
;f  2,000  in  £t  shares,  and  on  the  7th  of  July  executed  a 
transfer  of  all  his  assets  to  the  company  for  ;£i,o94 — £g^ 


in  shares,  £7So  in.  debentures,  and  ;£25o  in  cash.  The 
company  also  undertook  to  pay  the  bankrupt's  existing 
debts,  estimated  at  about  ;^i,ooo.  The  assets  were 
estimated  at  ;£2,ooo,  made  up  of  stock  ;^i,i7o,  plant  ;£66a, 
book  debts  ;^268.  No  shares  were  issued  to  the  public. 
On  the  19th  of  July  a  board  meeting  was  held,  when  it  was 
resolved  to  give  the  bankrupt  £2^0  in  debentures  instead 
of  paying  that  sum  in  cash  as  agreed.  The  bankrupt  said 
that  he  wanted  the  debentures  because  they  were  a  good 
investment,  but  he  was  then  in  such  straits  for  cash  that 
next  day  he  borrowed  ;£2o  on  a  bill  of  sale.  On  the  28th 
of  July  Mitchell  got  judgment  against  the  bankrupt  for 
his  debt  and  interest,  presented  a  petition  on  the  8th  of 
August,  and  obtained  a  receiving  order  on  the  i8th  of 
August.  A  trustee  was  appointed  who  moved  to  set  aside 
the  transfer  to  the  company  as  a  fraudulent  conveyance. 
Prior  to  serving  notice  of  motion  the  trustee  held  a  private 
examination  of  the  bankrupt,  who  stated  that  be  had  been 
pressed  by  his  creditors,  and  as  he  could  not  get  J.  W. 
Mitchell  or  another  man  whom  he  approached  to  come  in 
as  partners,  and,  as  the  bank  refused  him  an  overdraft, 
he  thought  he  could  raise  capital  by  forming  a  company, 
and  that  he  would  be  able  to  borrow  on  the  debentures 
to  pay  Mitchell.  The  bank,  however,  refused  any  loan 
on  the  debentures.  The  County  Coiirt  Judge  dismissed  the 
motion  and  the  trustee  appealed.  It  was  contended  for 
the  appellant  that  the  necessary  effect  of  the  bankrupt's 
transfer  to  the  company  was  to  delay  his  creditors,  as  they 
could  only  take  his  debentures  in  lieu  of  free  assets,  and 
the  debentures  could  not  be  enforced  without  delay,  and 
only  in  certain  events. 

JUDGMENT. 

Bigham,  J.,  held  that  the  bankrupt  had  had  no  intent  to 
delay  or  defeat  his  creditors  and  had  not  in  fact  delayed 
them,  but  had  only  changed  the  character  of  his  assets 
from  stock-in-trade  to  debentures,  which  he  was  both 
morally  and  legally  entitled  to  do. 

Darling,  J.,  concurred,  with  some  doubt. 

The  Court  dismissed  the  appeal.  Leave  to  appeal  was 
given. 

(so  S.J.  241.) 


Company  Law. 

CHANCERY  DIVISION. 
January  29. 
(Before  Joyce,  J.) 
Re  Henry  Castle  &  Sons*  Uin.  (In  Liquidation), 
and  In  the  Matter  of  Henry  Castle  ft  Sons,  LIm. ; 
Mitchell  v.  Henry  Castle  St  Sons,  Urn., 
and  others. 
Lease  —  Forfeiture   on    Liquidation — Relier  Against  —  Sale 
within  Year — What  Amounts  to— Conveyancing  and  Law 
of  Property  Act,  1892  (55  6*  56  Vict,  c.  13),  s,  2, 
suhsec*  2. 
This  was  a  motion  by  mortgagees  in  possession  for  the 
delivery  up  to  them  of   the  properties—demised  b|^  two 
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indentnres  of  lease  or  for  leave,  notwithstanding  the 
appointment  of  a  receiver,  to  enter  upon  the  said  properties 
for  breach  of  a  condition  of  forfeiture  on  bankruptcy,  which 
includes  liquidation  by  arrangement  under  section  2,  sub- 
section 15,  of  the  Conveyancing  and  Law  of  Property  Act, 
1881.  On  the  28th  of  October  1904  a  receiver  and  manager 
had  been  appointed  on  behalf  of  the  holders  of  debenture- 
stock  of  the  company,  which  company  were  the  lessees  of 
the  properties  by  the  said  indentures  demised,  and  on  the 
14th  of  December  the  company  passed  a  special  resolution 
and  entered  into  voluntary  liquidation.  The  receiver,  with 
a  view  to  obtaining  relief  against  forfeiture  incurred  by 
breach  of  covenants  in  the  said  leases  contained  sought  to 
enter  into  two  agreements  for  sale  of  the  said  properties 
dated  the  8th  and  the  13th  of  December  1905  respectively 
within  one  year  from  the  date  of  the  liquidation  under 
section  2,  subsection  2,  of  the  Conveyancing  and  Law  of 
Property  Act,  1892,  such  agreements  being  conditional  on 
the  sanction  of  the  Court  being  obtained  to  the  same.  Such 
sanction  had  not  been  obtained. 

JUDGMENT. 

Joyce,  J.,  in  giving  judgment,  said  there  was  no  sale 
within  the  meaning  of  section  2,  subsection  2,  of  the 
Conveyancing  and  Law  of  Property  Act,  1892,  unless  such 
sale  be  completed  by  conveyance  or,  at  any  rate,  there  be 
an  absolute  contract  for  an  out-and-out  sale  within  one  year 
from  the  date  of  the  liquidation.  He  therefore  held  that 
there  was  no  such  sale. 

(50  S.J.  240.) 


Receiverships. 

CHANCERY  DIVISION. 

January  20. 

(Before  Swinfen-Eady,  J.) 

In  re  The  Cris:s:le8tone  Coal  Company,  Lim.; 

Stewart  v.  The  Crinl^tone  Coal  Company,  Um, 

Practice— First  Debenture-holders'  Aciion^Third  Debenture- 
holders  not  all  Parties— Agreed  Minutes— Immediate  Sale, 

This  was  a  first  debenture-holders'  action  by  Henry 
Chalker,  suing  on  behalf  of  himself  and  all  other  the 
holders  of  a  series  oi  first  debentures  amounting  to  the 
total  value  of  ;(25.ooo,  and  by  the  trustees  of  the  trust  deed, 
dated  July  25  1895.  intended  to  secure  those  debentures. 
The  defendant  company  bad  also  issued  a  series  of  second 
debentures  amounting  in  total  value  to  /2o,ooo,  all  of  which 
weie  held  by  the  second  defendant,  Christopher  Arthur 
Moulton  :  and  likewise  a  series  of  third  debentures  amount- 
ing in  total  value  to  ;(4o,ooo,  190  of  which,  out  of  a  total  of 
400,  were    held  by  the  third  defendant,    Edward    Allen 


Brotherton,  and  thirty  of  which  were  held  by  the  plaintiff 
Chalker.  The  holders  of  the  remainder  of  the  series  of 
third  debentures  were  not  parties  to  the  action. 

In  recent  times  the  colliery  company  had  been  involved  in 
considerable  difficulty,  owing  to  the  existence  of  a  fault  in 
their  workings  and  the  influx  of  unmanageable  quantities  of 
water.  In  consequence  it  was  resolved  at  a  meeting  of  the 
directors  held  on  January  8  1906,  that  the  business  of  the 
colliery  should  forthwith  cease,  but  that  the  pumping  and 
ventilating  machinery  should  he  maintained,  and  that  other 
preparations  should  be  made  with  a  view  to  the  realisation 
of  the  collieries.  There  was  reason  to  believe  that  the 
collieries  might  still  in  the  future  be  worked  with  profit  by 
a  company  with  large  capital. 

The  writ  was  issued  in  the  present  action,  and  a  receiver 
and  manager  were  appointed  of  the  property  of  the  company 
on  the  following  day— f.«..  January  9  1906. 

The  principal  moneys  secured  by  the  first  debentures  were 
not  due  till  January  i  1910,  and  the  interest  payable  on 
them  was  not  in  arrear. 

The  defendant  company  and  the  two  other  defendants,  by 
their  respective  statements  of  defence,  dated  January  18 
1906,  admitted  all  the  allegations  in  the  plaintiffs'  statement 
of  claim. 

The  plaintiffs  accordingly  now  moved  for  judgment  in  the 
terms  of  certain  minutes  annexed.  One  of  these  miauies 
provided  for  an  order  that  the  receiver  should  be  at  liberty 
to  sell,  by  public  auction  or  private  contract,  all  the  pro- 
perty, assets,  and  effects  of  the  defendant  company  as  a 
going  concern. 

Hon.  E.  C.  Macnaghten,  K.C.,  and  H.  M.  Humphr)*,  for 
the  plaintiffs,  submitted  that,  since  the  security  comprised 
in  the  debentures  was  in  jeopardy,  the  Court  was  justified  in 
ordering  an  immediate  sale  under  Order  LI.,  rule  i^.  This 
had  been  done  even  in  a  case  like  the  present,  in  which  the 
principal  moneys  secured  by  the  debentures  were  not  yet 
due,  and  in  which  the  interest  was  not  in  arrear  (In  re  Tkc 
Day  and  Night  Advertising  Company;  Upward  v.  Thi  Day  ani 
Night  Advertising  Company^  1900,  48  W.R.  362). 

JUDGMENT. 

Swinfen-Eady.  J.,  said  that  he  felt  some  difficaRy  in 
making  the  order  asked  for  in  the  present  form,  since  some 
of  the  third  debenture-holders  were  not  before  the  Conrt. 
The  difficulty,  however,  would  be  met  by  varying  the  pro- 
posed minute  ordering  the  receiver  to  sell,  and,  instead 
thereof,  directing  that  a  sale  should  take  place  with  the 
approbation  of  the  Judge.  This  would  enable  the  absent 
third  debenture-holders  to  come  in  when  the  contract  for 
sale  should  come  before  the  Court  for  approval. 
(L.J.  87.)^  , 
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.Accountancy  and  Auditing. 

CHANCERY  DIVISION. 

February  16. 

(Before  A.  T.  Lawrence,  J.,  and  a  Special  Jury.) 

Murray  v.  Bushell. 

Accountant's  Charges — Claim  for  Services  rendered — Disputed 
Employment — Finding  of  Jury, 

This  action  was  for  woik  done  as  financial  agent,  and 
there  was  a  counter-claim  for  alleged  libel. 

Mr.  Chambers  said  the  plaintiff  (Mr.  Joseph  Thomson 
Murray)  was  a  Chartered  Accountant,  of  Stanhope  Terrace^ 
Hyde  Park.  He  had  been  in  business  for  many  years,  and 
had  also  acted  as  financial  agent.  The  defendant  (Mr. 
Benjamin  Collard  Bushell),  of  Felcourt,  East  Grinstead, 
was  in  1904  the  owner  of  some  4.500  shares  of  /lo  each 
in  a  brewery  at  Westerham,  Kent,  called  Bushell,  Watkins 
&  Smith,  Lim.,  of  which  he  had  been  chairman  and 
managing  director.  In  April  of  that  year  he  was  desirous 
of  raising  some  ;f  22,000  to  ;f  25,000  on  the  shares,  by  way 
of  loan,  or  selling  them.  Plaintiff  was  introduced  to  him 
at  the  Gresham  Club,  in  the  City,  and  arranged,  as  an 
accountant  and  financial  agent,  to  sell  the  shares,  his 
remuneration  whilst  acting  for  the  defendant  to  be  that  of 
a  Chartered  Accountant — namely,  five  guineas  per  day  of 
six  hours  and  out-of-pocket  expenses.  He  did  the  best  be 
could,  but  the  defendant,  he  said,  interfered  with  his 
negotiations,  and,  as  a  consequence  of  that  interference, 
he  was  prevented  from  carrying  out  the  sale  of  the  shares. 
Had  he  sold  the  shares  he  would  have  earned  3  per  cent, 
commission.  Besides,  he  said  that  the  defendant  gave 
him  an  option  on  3,500  of  them  at  £y  15s.  each,  but  sold 
them  himself  to  Messrs.  Barclay,  Perkins  &  Co.  for  ;^8 
each.  Plaintiff  said  he  could  have  easily  done  that  him- 
self and  made  a  profit  of  £^7$.  He  claimed  that  amount, 
or,  alternatively,  his  remuneration  as  a  Chartered  Account- 
ant for  the  time  spent — namely,  three  hundred  and  eighty- 
three  hours  and  ;^2o  out-of-pocket  expenses.  He  therefore 
claimed  £^^s  2s.  6d.,  or  commission. 

Mr.  Hohler  (for  the  defendant)  said  the  latter  denied 
that  plaintiff  was  employed  to  do  anything  but  find  pur- 
chasers for  the  shares  on  commission.  He  was  never 
engaged  on  any  other  terms  than  being  paid  in  the  event 
of  his  doing  business. 

Mr.  Bushell,  the  defendant,  said  he  never  at  the 
Gresham  Club  entered  into  the  arrangements  described  by 
the  plaintiff. 

Mr.  R.  E.  Bushel],  defendant's  nephew,  said  he  was 
present  at  the  meeting  at  the  Gresham  Club.  Nothing  was 
said  about  plaintiff  being  remunerated  for  his  services  in 
any  event. 


His  Lordship  said  it  was  for  the  jury  to  decide  as  to 
what  took  place  at  the  Gresham  Club,  and,  as  to  the 
counter-claim,  the  point  they  had  to  consider  was  whether 
the  letter  written  by  the  plaintiff  to  Messrs.  Barclay, 
Perkins  &  Co.  about  his  alleged  lien  on  the  shares  was  a 
wrongful  misstatement,  made  knowingly,  and  calculated 
to  injure  the  defendant  in  his  financial  position. 

The  jury,  without  leaving  the  box,  found  for  defendant 
on  the  claim  and  for  defendant,  also,  on  the  couater-claim, 
damages  ;f  350. 

Stay  of  execution  was  granted  for  fourteen  days  on  the 

usual  terms. 

(Financial  News,) 


Receiverships. 

COURT  OF  APPEAL. 

February  i. 

(Before  Vaughan  Williams,  Stirling,  and 

MOULTON,    L.JJ.) 

Qoldschmidt  v.  Oberrheinische  Metallwerke. 

Practice — Receiver— Equitable  Execution— Judgment  Debtor  a 
Foreigner  Resident  Abroad  —  Debts  Du$  to  Judgment 
Debtor  withtn  Jurisdiction— R.  S.  C.  XLV.  i;  L.  16; 
Appendix  B,  Form  z^-Judicature  Act,  1873  (36  <&•  37 
Vict.  c.  66),  s.  25,  subsec,  8. 
Appeal  from  an  order  of  Channell,  J.,  in  Chambers.  The 
action  was  brought  for  an  account  of  the  commission  due 
to  the  plaintiff  'as  the  sole  agent  of  the  defendants  in 
Great  Britain,  and  for  payment  of  the  amount  found  due. 
At  the  trial  of  the  action  judgment  was  given  for  the  plain- 
tiff for  an  amount  to  be  ascertained  upon  an  account  to  be 
taken  by  an  official  referee,  and  the  costs  of  the  action. 
The  Taxing  Master,  before  the  account  was  taken,  pro- 
ceeded to  tax  the  costs  of  the  action,  and  at  the  request  of 
the  plaintiff's  solicitor  he  gave  an  interim  certificate  that 
he  had  allowed  the  sum  of  ;£25o  on  account  of  the  plain- 
tiff's costs.  The  plaintiff  thereupon  applied  at  Chambers 
for  the  appointment  of  a  receiver  of  the  debts  and  sums  erf 
money  due  and  owing  and  thenceforth  becoming  due  and 
owing  to  the  defendants  by  persons  and  firms  who  were 
customers  of  the  defendants  in  this  country.  The  plain- 
tiff made  an  affidavit  in  support  of  the  application,  in 
which  he  stated  that  the  defendants  were  a  limited  liability 
company  incorporated  and  carrying  on  business  in  Ger- 
many, and  had  no  place  of  business  in  this  country,  and 
no  assets  or  property  which  could  be  taken  in  execution 
by  a  fi.  fa,  or  any  ordinary  process  of  execution ;  that  the 
only  assets  which  they  had  in  this  country  were  the  debts 
due  and  owing  and  which  would  become  due  and  owing 
to  them  by  persons  and  firms  to  whom  they  had  supplied 
goods ;  that  an  exhibit  to  the  affidavit  contained  a  list  of 
the  persons  or  firms  to  whom,  as  he  (the  plaintiff)  was 
informed    and    believed,    the    defendants    had    supplied 
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gcx>ds ;  that  he  was  informed  by  several  of  the 
above-mentioned  persons  that  th«  representatives  of 
the  defendant  company  who  attended  the  trial  in 
London  had  since  the  judgment  called  upon  those 
persons  to  obtain  payment  of  their  accounts,  and 
the  plaintiff  believed  that  it  was  the  defendants'  inten- 
tion to  collect  all  the  moneys  due  to  them  in  England,  and 
to  change  the  name  of  th©  company,  so  preventing  him 
from  obtaining  the  fruits  of  his  judgment.  Channell,  J., 
re>fused  to  appoint  a  receiver.  The  plaintiff  appealed,  and 
notice  of  the  appeal  was  served  on  the  defendants,  but  they 
did  not  appear.  It  was  stated  on  behalf  of  the  plaintiff 
that,  though  he  knew  who  were  the  defendants' 
customers  in  this  country,  he  was  unable  to  say  whether 
any  debts  were  due  from  them  to  the  defendants  or  the 
amounts  of  the  debts,  if  any,  whioh  were  du-e. 

JUDGMENT. 

The  Court  allowed  the  appeal. 

Vaughan  Williams,  L.J.,  said  that  there  were  special 
circumstances  in  this  case  which  entitled  the  plaintiff  to 
this  remedy  of  the  appointment  of  a  receiver  by  way  of 
equitable  execution,  as  it  was  practically  very  difficult  to" 
get  a  remedy  by  the  ordinary  mode  of  execution.  The  case 
came  within  the  language  used  by  Fry,  L.J.,  in  Manchester 
and  Liverpool  District  Banking  Co.  v.  Parkinson  (22  Q.B.D. 
173,  at  p.  177),  and  he  was  inclined  to  think  that  it  fell 
under  both  the  heads  stated  by  Fry,  LJ.— namely,  where 
a  receiver  was  requred  to  get  in  debts,  or  to  prevent  some- 
one making  away  with  them,  because  upon  the  facts  here 
it  seemed  likely  that  the  defendant  company  would  with- 
draw those  debts  from  any  chance  of  execirtion  here  unless 
a  receiver  were  appointed. 

Stirling  and  Moulton,  L.J  J.,  agreed. 
(SO  S.J.  238.) 


CHANCERY  DIVISION. 

January  26. 

(Before  Kekewich,  J.) 

In  re  Dawson ;  Clarke  v.  Dawson. 

Receiver — Creditor's  Action— Intestacy ^No  Personal  Represen- 
tatives of  Debtor — Real  Estate. 
This  was  a  motion  on  behalf  of  a  creditor  of  J.  E.  D.,  who 
died  intestate  in  1895,  for  the  appointment  of  a  receiver  of 
the  rents  and  profits  of  certain  real  estate,  belonging  to  the 
intestate.  The  personal  estate  of  the  intestate  was  adminis- 
tered by  J.  D.  his  eldest  son  and  heir-at-law,  and  he  paid 
interest  to  the  creditor  on  his  debt  of  ;f  1,000  down  to  the 
date  of  his  (the  administrator's)  death  in  1904.  The  two 
defendants  to  the  action  were  the  executor  and  executrix  of 
J.  D.,  and  they  were  also  in  possession  of  the  real  estate  in 
question  as  heirs-at-law.  In  1905  the  plaintiff  cited  the  next- 
of-kin  of  J.  E.  D.  to  accept  or  refuse  letters  of  administration 
of  the  unadministered  personal  estate  of  the  intestate,  and  it 
then  appeared  that  the  personal  estate  had  all  been  admin- 
istered. The  plaintiff  then  moved  in  the  Probate  Court  for 
a  grant  to  himself  of  letters  of  administration  ;  but  as  he 
could  not  prove  there  was  any  personal  estate,  and  the  intes- 
tate had  died  before  the  passing  of  the  Land  Transfer  Act. 


1897,  t^c  Court  declined  to  issue  letters  of  administration.  It 
being  thus  impossible  to  obtain  legal  personal  representatives 
of  the  intestate's  estate,  the  plaintiff  instituted  the  action,  on 
behalf  of  himself  and  all  the  other  creditors,  and  desired  a 
receiver  in  order  to  obtain  the  realisation  of  the  real  estate 
in  question  to  satisfy  his  debt. 

The  will  of  J.  D.  was  being  contested  in  the  Probate 
Division  between  the  two  defendants. 

JUDGMENT. 

Kekewich,  J.,  said  that  the  plaintiff  was  entitled  to  a 

receiver  as  a  matter  of  right,  and  he  did  not  think  he  had  any 

discretion  in  the  matter.    The  appointment  of  the  recover 

asked  for  was  accordingly  sanctioned  on  security  being  given. 

(L.J.  68). 


CHA^'CERY  DIVISION. 

February  6. 
(Before  Warrington,  J.) 
In  re  British  Power,  Traction,  and  Lisffitio^  Co., 
Lim. ;  Halifax  Joint  Stocic  Banicliis: 
Co.,  Lim.  V.  The  Company. 
Company— Receiver  and  Manager — Debenture-koldsrs*  Action — 
Order  authorising  Manager  to  Borrow    Money — Debts 
incurred  by  him  beyond  Amount — Right  to  Indemnity  out 
of  Assets, 
This  case  raised  an  important  question  of  principle  (upon 
which  there  did  not  appear  to  be  any  decided  authorities) 
as  to  the  right  of  a  manager  appointed  in  an  ordinaiy 
debenture-holders'   action  to  be  indemnified  out   of  the 
assets  of  the  company  in  respect  of  debts  and  liabilities 
incurred  by  him  in  carrying  on  the  business  of  the  com- 
pany where  an  order  had  been  made  authorising  him  to 
raise  money  by  mortgage  of  the  assets  of  the  company  to  a 
certain  limited  amount.     The  facts  are  fully  stated  in  the 
judgment. 

The  case  was  heard  on  January  24,  25,  and  26,  and  on 
the  conclusion  of  the  arguments  his  Lordship  leserred  his 
judgment. 

JUDGMENT. 

Mr.  Justice  Warrington  :  The  applicants  in  this  case  ask 
for  a  declaration  that  the  late  manager  appointed  by  the 
Court  in  the  action  (an  ordinaiy  debenture-holders* 
action)  is  not  entitled  to  be  iademndfied  out  of  the  assets 
of  the  company  in  respect  of  certain  debts  and  liabilities 
incurred  by  him  in  carrying  on  the  business  of  the  com- 
pany. On  the  answer  to  this  question  it  depends  whether 
creditors  of  the  manager  in  respect  of  such  debts  and 
liabilities  are  to  be  paid  out  of  the  assets  of  the  company, 
the  manager  himself  having  become  bankrupt.  The 
summons  asks,  in  the  alternative,  that  the  respective 
priorities  of  the  debenture-holders  and  the  several  classes 
of  creditors  may  be  determined.  By  on  order  in  the  action 
dated  August  27  1902  Herbert  Watkins  was  24>pointed 
receiver  of  the  undertaking  and  property  of  the  defendant 
company  and  to  manage  its  business,  but  he  was  not  to 
act  as  such  manager  after  December  30  1902  withont  the 
leave  of  the  Judge.  By  an  order  of  August  28  1902  it  was 
ordered  that  for  the  purpose  of  paying  the  current  week's 
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wages  and  the  amount  due  for  gas,  as  mentioned  in  an 
affidavit  of  Mr.  Hodgson  therein  referred  to,  the  manager 
was  to  be  at  liberty  to  raise  on  mortgage  of  the  assets  of  the 
defendant  company  a  sum  not  exceeding  £yso  at  interest 
at  a  rate  not  exceeding  ^^5  per  cent,  per  annum,  and  that 
such  money,  when  raised,  and  interest,  was  to  be  a  first 
charge  upon  the  assets  of  the  defendant  company  and  all 
the  property  and  effects  included  in  the  debentures.     Dy  a 
further  order  dated  September  4  1902  it  was  ordered  that 
the  manager  was  to  be  at  liberty  to  raise  on  mortgage  of 
the  assets  of  the  defendant  company  such  a  sum  as  with 
the  sum  of  ;f  750  in  the  order  of  August  28  1902,  referred  to, 
would  not  exceed  ;f  3,000,  with  interest  at  a  rate  not  exceed- 
ing £$  per  cent,  per  annum,  and  it  was  ordered  that  such 
money,  when  raised,  and  interest,  was  to  be  a  first  charge 
upon  the  assets  of  the  defendant  company  and  all  property 
and  effects  included  in  the  debentures.    This  order,  as  well 
as  that  of  August  28,  was  made  upon  the  affidavit  of  Mr. 
Hodgson ;   and  from  that  it  appears  clearly  that  except 
the  £7So  mentioned  in  the  order  of  August  28,  the  money 
was  required  for  the  ordinary  current  expenses  of  carrying 
on  the  business  of  the  company.    On  September  4  1902  a 
petition  for  winding  up  the  company  was  presented,  upon 
which  a  winding-up  order  was  made  on  December  16. 
Meanwhile   judgment    was    obtained    in    the   action    on 
November  29.     On  December  15  leave  was  given  to  the 
manager  to  carry  on  the  business  till  January  13  1903,  and 
on  January  14  1903  further  liberty  to  carry  on  the  business 
for  a  period  of  three  months  was  given.     Each  of  the 
applications  on  which  leave  was  so  given  was  supported 
by  an  affidavit  of  the  manager.     No  application  was,  on 
either  erf  these  occasions,  or  at  any  other  time,  made  for 
leave  to  borrow  any  further  sum  or  to  incur  any  further 
liability.     On   February  11   1903  an  order  was  made  by 
which,  after  stating  that  Herbert  Watkins  desired  to  retire 
from  his  office  of  receiver  and  manager,  and  he  consenting 
to  the  order,  one  Geoi^e  Pepler  Norton  was  appointed 
receiver  and  manager,  and  it  was  ordered  that  he  should 
forthwith,  out  of  any  assets  coming  to  his  hands,  other 
than  money  borrowed  by  him  for  payment  of  wages  as 
thereinafter  authorised,  pay  the  debts,  if  any,  of  the  com- 
pany which  might  have  priority  over  the  claims  of  the 
debent'ure-holders,    and   make   provision    for    paying    the 
liabilities  properly  incurred  by  the  said  H.  Watkins  as 
receiver  and  manager.    By  the  same  order  Watkins  under- 
took within  ten  days  to  lodge  his  first  and  final  account. 
The  order  contained  other  directions  not  material  for  the 
purposes  of  this  judgment.    On  February  13  1903  Watkins 
left  the  country  and  took  with  him  ^£465,  the  moneys  of 
the  company,  insisting  that  he  was  entitled  to  retain  that 
sum  for  his  indemnity.    Watkins  did  not  lodge  his  account 
as  directed  by  the  order  of  February  11,  and  on  March  2 
1903  the  Registrar  directed  the  new  receiver  to  make  out 
such  an  account  of  the  receipts  and  payments  of  Watkins 
as  he  could.    By  an  order  of  March  10  1903  it  was  ordered 
that  the  new  receiver  and  manager  should  be  at  liberty 
to  raise  on  mortgage  of  the  assets  of  the  defendant  com- 
pany such  sum  or  sums,  not  exceeding  in  all  ;^i,ooo,  as  he 
jnight  think  necessary,  with  interest  as  therein  mentioned, 


and  that  such  moneys  when  advanced  with  interest  should 
be  a  charge  on  the  assets  of  the  defendant  company  rank- 
ing immediately  after  any  moneys,  not  exceeding  in  all 
;^3,ooo,  borrowed  by  the  said  Herbert  Watkins  pursuant  to 
the  leave  given  to  him  by  the  orders  of  August  28  1902 
and  September  4  1902 ;  but,  subject  to  the  direction  as  to 
the  priority  of  the  sum  or  sums  thereby  authorised  to  be 
borrowed  thereinbefore  contained,  the  order  was  to   be 
without  prejudice  to  any  right  of  Barclay  &  Co.,  Lim.,  to 
obtain  repayment  out  of  the  assets  of  the  defendant  com- 
pany in  priority  to  the  debenture-holders  of  any  sum  in 
excess  of  the  said  sum  of  £3*000  which  they  might  have 
lent  to  the  said  Herbert  Watkins  as  receiver  and  manager. 
Barclay  &  Co.  were  the  bankers  of  the  former  manager, 
and  he  had  borrowed  from  them  the  £3,000  authorised  by 
the  order  of  September  4  by  means  of  an  overdraft.     He 
had  overdrawn  his  account  to  the  extent  of  ^£1,500  in 
addition.     It  is  this  excess  in  the  overdraft  to  which  the 
order  refers.     On  May  5  1903  the  account  of  the  receipts 
and  payments  of  Watkins  as  prepared  by  Norton  under 
the  directions  given  on  March  2  was  filed,   whereby  it 
appeared  that  the  total  overdraft*  was  ^^4,500,   and  that 
there  were,  in  addition,  outstanding  debts  to  a  consider- 
able amount.    Subsequently  directions  were  given  for  the 
winding-up  of  the  business  and  a  sale  of  the  assets.    These 
are  now  represented  by  a  sum  of  about  ^£'8,700  Consols 
and  a  sum  of  about  ;^5o  cash  in  Court.    By  an  order  dated 
July    19    1904    two    inquiries    were  directed — first,   what 
creditors   there   are    in    respect   of  debts    and    liabilities 
incurred  by  Watkins  as  receiver  and  manager,  and  what  are 
the   amounts    due   to   such    creditors   respectively ;    and, 
secondly,    whether   the    said    Herbert   Watkins,    as    such 
receiver  and  manager,  is  entitled  to  be  indemnified  out  of 
the  assets  of  the  defendant  company  in  respect  of  the 
said  debts  and  liabilities  or  any  of  them,  and,  if  so,  to  what 
extent.    By  an  order  of  July  26  1904  it  was  declared  that 
Barclay  &  Co.  were  entitled,  in  priority  to  all  the  holders 
of   debentures   issued  by   the  defendant   company,   to    a 
charge  on  the  assets  of  the  defendant  company  for  ;f3,ooo 
with   iateorest   as   therein   mentioned,    being    the   amount 
borrowed  in  pursuance  of  the  orders  of  August  28  1902 
and  September  4  1902 ;  but  that  order  was  to  be  without 
prejudice  to  any  question  as  between  Barclay  &  Co.  and 
the  creditors  in  the  order  mentioned  whether  the  charge 
thereby  declared  was  in  priority  to  any  right  of  indemnity 
out  of  such  assets  to  which  the  said  Herbert  Watkins  might 
be  found  to  be  entitled,  and  also  to  the  rights,  if  any,  of 
his  creditors  claiming  the  benefit  of  any  such  indemnity, 
and  also  without  prejudice  to  the  right,  if  any,  of  Barclay 
&  Co.  to  claim  the  benefit  of  such  indemnity  as  one  of  such 
creditors.     Under  the  inquiry  directed  by   the  order  of 
July  19  1904  claims  have  been  carried  in  for  sums  amount- 
ing to  upwards  of  ;^6,ooo  in  addition  to  the  authorised 
sum  of  ;£'3,ooo.    Watkins  has  returned  to  this  country  and 
has  been  adjudicated  bankrupt.    It  has  been  thought  con- 
venient that  the  Court  should  settle  the  principle  upon 
which  the  alleged  right  of  Watkins  to  an  indeouiity  and 
the  consequent  right  of  his  creditors  to  be  paid  out  of  the 
assets  of  the  company  should  be  determined  before  the 
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Regktrar  proceeds  to  consider  the  details  of  the  several 
claims.  The  present  summons  has  accordingly  been 
issued.  The  law  as  to  the  position  of  a  manager 
appointed  by  the  Court,  where  no  special  provision  is 
made  for  meeting  expenses  and  liabilitiee  incurred  by  him, 
is  not  diluted,  and  is,  indeed,  beyond  dispute.  It  is,  on 
the  one  hand,  his  duty  to  carry  on  the  business,  and  for 
that  purpose  to  enter  into  proper  contracts  on  his  own 
responsibility,  and  it  is,  on  the  other  hand,  bis  right  to  be 
indemnified  out  of  the  assets  against  expenses  and 
liabilities  properly  incurred  in  the  execution  of  his  duty : 
Burt  V.  Bull  (1895.  I  Q.B.  276),  and  Sirapp  v.  Bull  (1895, 
2  Ch.  1).  Moreover,  though  I  do  not  find  this  amy  where 
expressly  laid  down,  I  think  that  expenses  and  liabilities 
bonAfide  incurred  in  the  ordinary  course  of  the  business  would 
primd  facie  be  treated  as  having  been  properly  incurred. 
But  is  the  position  of  the  manager  the  same  in  cases  where, 
as  here,  he  is  authorised  to  borrow  a  sum  not  exx^eeding  a 
certain  limit  for  the  general  purposes  of  the  business  he  is 
carrying  on  ?  I  say  advisedly  "  for  the  general  purposes," 
for  whait  I  am  about  to  say  is  not  intended  to  apply  to 
cases  where  the  authority  to  borrow  is  for  some  special 
purpose.  The  effect  of  •an  authority  to  borrow  for  general 
purposes  is  to  provide  at  the  expense  of  the  parties 
interested  in  the  assets  a  special  fund  out  of  whicdi  the 
manager  can  indemnify  himself,  and  the  amount  of  that 
fund  is  fixed  after  considering  what  the  parties  interested 
state  as  to  the  requirements  of  the  business.  What  is  the 
result  as  to  the  manager's  general  right  to  indemnity  ? 
That  he  is  not  deprived  of  it  altogether  follows,  in 
my  opinion,  from  the  decisions  in  Strapp  v,  Bulh 
above  referred  to,  and  In  re  Giasdir  Copper  Mines. 
On  the  other  hand,  when  the  Court  thus  protects  the 
manager  by  providing  a  special  indemnity,  it  cannot  be- 
that  he  is  nevertheless  entitled,  without  any  further 
authority,  to  incur  expenses  and  liabilities  to  an 
unlimited  extent  and  to  require  them  to  be  met  out  of  the 
assets.  It  seems  to  me  the  true  position  in  these  cases  is 
that  the  order  is  intended  to  limit  his  general  authority, 
and  if  he  finds  that  the  fund  provided  by  the  Court  is  not 
suflBicient,  it  is  his  duty  to  cause  the  matter  to  be  brought 
before  the  Court,  so  that,  if  it  sees  fit,  it  may  increase  it, 
or  give  him  leave  to  incur  further  expenses  or  liabilities, 
which  comes  to  the  same  thing.  If,  without  such  an  appli- 
cation being  made,  he  incurs  expenses  and  liabilities 
exceeding  the  limit,  he  is,  in  my  opinion,  not  entitled  to 
be  indemnified  against  them  unless  he  can  show  that, 
having  regard  to  all  the  circumstances  under  which  they 
were  incurred,  he  was  justified  in  incurring  them  without 
first  obtaining  leave.  If  he  succeeds  in  showing  this,  then 
I  think  the  expenses  and  liabilities  would  be  properly 
incurred,  but  not  otherwise.  What  circumstances  would 
justify  the  conduct  of  the  manager  in  so  increasing  such 
expenses  and  liabilities  without  leave  cannot,  I  think,  be 
defined  in  general  terms,  but  must  be  determined  in  each 
particular  case.  I  will  only  say  that,  in  my  opinion,  it 
would  not  be  enough  to  show  that  the  expenses  or  liabili- 
ties were  incurred  bond  fide  and  in  the  ordinary  course  of 
business.  As  regards  authorities,  there  is,  in  my  opinion, 
none  which  throws  any  light  upon  the  case.  It  is  true  that 
in  Strapp  v.  Bull  and  In  re  Giasdir  Copper  Mines  managers 
with  special  powers  to  borrow  were  treated  as  entitled  to 


an  indemnity  for  expemses  outside  the  limit ;  but  in  neither 
case  was  the  present  question  raised ;  and  I  cannot  but 
assume  that  the  parties  there  did  not  desire  to  question  the 
propriety  t>f  the  manager's  conduct  in  incurring  such 
expenses.  It  was  argued  that  the  rights  and  duties  of  the 
manager  were  fixed  onoe  for  all  by  the  original  order.  I 
cannot  take  this  view.  It  seems  to  me  that  the  Courf  can 
at  any  time  limit  the  authority  of  its  own  officer.  The 
result  is  that  it  is  still  open  to  the  manager,  and  through 
him  to  the  claimants,  to  sthow  that  his  liabilities  to  the 
latter  were  properly  incurred  so  as  to  entitle  him  to  an 
indemnity  and  them  to  payment  through  him.  I  was, 
indeed,  asked  to  say  that,  under  circumstances  which  were 
put  in  evidence,  the  manager  in  this  particular  case  was 
entitled  to  no  indemnity  at  all.  I  cannot  come  to  this  con- 
clusion ;  and  I  think  it  better  not  to  discuss  the  evidence, 
inasmuch  as  it  will  have  to  be  gone  into  on  the  examina- 
tion of  the  several  claims  before  the  Registrar,  and  I  am 
anxious  not  to  prejudice  questions  the  complete  materials 
for  deciding  which  may  not  be  before  me.  I  propose  to 
declare  that  Herbert  Watkins,  the  late  receiver  and 
manager,  is  entitled  to  be  indemnified  against  those  debts 
and  liabilities  only  (over  and  above  the  permitted  overdraft 
of  ;^3,ooo)  as  to  which  he  shall  satisfy  the  Judge  that, 
having  regard  to  all  the  circumstances  under  which  the 
same  respectively  were  incurred,  he  was  justified  in 
incurring  them  without  first  obtaining  the  leave  of  the 
Judge.  That  part  of  the  summons  which  refers  to  the 
priorities  of  the  several  classes  of  creditors  had  better 
stand  over  until  the  Registrar  has  dealt  with  the  several 
claims  having  regard  to  the  above  declaration. 

His  Lordship  allowed  the  costs  of  all  the  parties  of  the 
present  application  (other  than  the  bankrupt's  trustee)  out 
of  the  assets. 

(22  I'imes  Law  Reports ^  268.) 


CITY  OF  LONDON  COURT. 

February  15. 

(Before  His  Honour  Judge  Lumley  Smith,   K.C.) 

Coxhead  v.  Salaman. 
Receiver — Partnership  Dissolution — Claim  for  Rent — PersuiuJ 
Liability  of  Receiver. 

Coxhead  v.  Salaman  was  a  claim  by  Mr.  F.  J.  Coxhead, 
Bulmer  Road,  Leytonstone,  against  Mr.  F.  S.  Salaman, 
I  Oxford  Court,  Cannon  Street,  as  receiver  of  the  partner- 
ship of  Fairweather  &  Ridley.  There  was  no  question  as 
to  the  facts,  but  the  Court  had  to  decide  whether  or  not 
the  defendant  was  personally  liable  for  the  debt.  Plauc- 
tiff  was  the  landlord  of  premises  at  47  Milton  Street,  anj} 
in  September  1904  he  let  them  to  Fairweather  &  Ridley  at 
^£70  a  year.  Proceedings  were  taken  for  dissolving  that 
partnership,  and  on  March  24  the  defendant  was 
appointed  as  the  receiver  to  collect  the  assets,  &c.  He 
was  not,  however,  the  manager.  The  plaintiff's  case  was 
that  the  defendant  personally  agreed  to  pay  £iy  xos.,  a 
quarter's  rent,  on  consideration  that  the  tenancy  then 
terminated.  Defendant  had  handed  over  the  keys,  but 
declined  to  pay  the  rent,  as,  he  said,  he  had  no  funds  and 
never  pledged  his  personal  liability.  Mr.  Brandon  said 
that  the  defendant  regarded  the  matter  as  important,  as  he 
was  acting  in  a  similar  capacity  in  many  other  cases.  He 
had  never  made  himself  liable. 

JUDGMENT. 

Judgment  was  entered  for  the  defe^ 
{City  Press.)      ^ 
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A  dministrations. 


CHANCERY  DIVISION. 

February  9. 

(Before  Kekewich,  J.) 

Qrove  v.  Search;  Qiiffln  v.  Search. 

Trustee— Power  of  Sale,  with  Power  of  PostponementSale 
Impeached  by  Beneficiaries  on  ground  of  Improvidence-^ 
Valuation  of  Property. 

The  first  of  these  actions  was  brought  by  beneficiaries 
under  the  will  of  Philip  Grove,  deceased,  for  a  declara- 
tion that  a  contract  m'ade  on  February  9  1905  between  the 
trustees  of  the  will  and  Mr.  Richard  Michael  Griffin  for 
the  sale  to  the  latter  oif  a  freehold  house  known  as  Quorn 
House,  Leamington,  at  the  price  of  ;f3,ooo  constituted  a 
breach  of  trust  on  the  part  of  the  trustees,  and  for  an 
injunction  to  restrain  the  parties  from  carrying  the  con- 
tract into  effect.  The  second  action  was  brought  by  the 
purchaser  against  the  trustees  of  the  will  for  specific  per- 
formance of  the  contract. 

The  testator  devised  and  bequeathed  his  residuary 
estate  to  his  trustees  upon  trust  for  sale  with  a  power  of 
postponement,  and  upon  trust  out  of  the  proceeds  to  pay 
his  debts  and  funeral  expenses  and  then  to  pay  an 
annuity  of  ;f  500  to  his  widow  and  a  further  yearly  sum  of 
;^ioo  for  the  maintenance  and  education  of  each  of  his 
children  during  their  minority.  The  testator  died  on 
September  10  1904,  leaving  his  wife  and  four  infant  chil- 
dren him  surviving,  and  there  appeared  to  be  some  doubt 
whether  the  income  of  his  residuary  estate  would  be 
sufficient  for  the  payment  in  full  of  the  annuity  and  the 
four  yearly  sums  of  ;£ioo.  Part  of  the  testator's  residuary 
real  estate  consisted  of  the  house  known  as  Quorn  House, 
which  was  suibject  to  a  lease  to  Griffin  for  the  term  of  21 
years  from  September  29  1898,  determinable  at  the  option 
of  the  tenant  at  the  expiration  of  seven  years,  at  the  yearly 
rent  of  £22^,  and  was  subject  also  to  a  mortgage  for 
;£3i5oo*  This  house  was  valued  for  probate  at  ;f4,ioo,  the 
trustees  having  accepted  that  valuation  from  the  bene- 
ficiaries* solicitor,  who  had  some  knowledge  of  property 
in  the  neighbourhood.  In  December  1904  the  trustees  were 
desirous  of  selling  this  house  in  exercise  of  their  trust  for 
sale.  Accordingly  they  put  the  matter  in  the  hands  of 
Messrs.  Debenham,  Tcwson  &  Co.  and  instructed  them  to 
send  a  representative  to  inspect  and  report  upon  the  pro- 
perty. On  January  4  1905  Mr.  Adams,  who  was  manager 
to  Messrs.  Debenham  &  Tewson,  but  was  not  a  qualified 
valuer,  proceeded  to  I^eamington  and  viewed  the  house, 


and  on  his  return  he  informed  the  trustees  that  Mr.  Griffin 
was  a  possible  purchaser.  The  trustees,  on  the  advice  of 
Messrs.  Debenham  &  Tewson,  offered  to  sell  the  house  to 
Griffin  for  ;f 4,000,  but  this  offer  was  refused,  and  they 
then  offered  it  for  ;£3»7oo,  being  ;f2oo  more  than  the 
mortgage  debt.  Griffin  refused  that  offer  also,  but  offered 
;f3,ooo  for  the  house.  The  trustees  were  not  disposed  to 
accept  this  offer,  but  they  instructed  Messrs.  Debenham 
&  Tewson  to  report  to  them  on  the  matter.  They  reported 
that  the  property  bad  considerably  deteriorated  in  value 
sinoe  the  grant  of  the  lease  to  Griffin  and  that  the  advent 
of  electric  tramcars  on  the  road  would  tend  still  further 
to  decrease  its  value,  that  when  the  property  became  unlet 
there  was  no  probability  of  the  then  present  rental  being 
sustained,  and  that  it  was  very  doubtful  whether  another 
purchaser  could  be  found  on  any  better  terms.  At  this 
time  it  had  come  to  the  knowledge  of  the  trustees  that 
Griffin  was  likely  to  exercise  his  option  to  determine  the 
lease.  Ultimately,  after  taking  the  advice  of  counsel,  the 
trustees  determined  to  accept  the  offer  of  ;f3}Ooo,  and 
accordingly  the  contract  of  February  9  1905  was  entered 
into.  The  beneficiaries  complained  that  the  price  was 
grossly  inadequate,  it  not  being  sufficient  even  to  cover 
the  mortgage  debt,  and  that  the  trustees  had  taken  no 
steps  to  ascertain  what  was  the  best  price  which  could 
reasonably  be  obtained,  and  they  also  complained  that 
the  trustees  did  not  inform  them  of  the  existence  of  the 
negotiations. 

JUDGMENT. 

Mr.  Justice  Kekewich  said  that  the  question  to  be 
decided  was  stated  by  Lord  Justice  Mellish  (quoting  from 
Lord  Justice  Turner)  in  Dance  v.  Goldingham  (L.R.  8  Ch. 
902)  as  follows : — "The  true  question  on  which  the  validity 
"of  such  a  sale  must  depend  seems  to  me  to  be  this:  — 
"Was  or  was  not  the  sale  made  under  such  circumstances 
"  and  in  such  a  manner  as  that  the  cestuis  que  trustent  ought 
"  to  be  held  bound  by  it?  If  it  was,  the  title  of  the  purchaser 
"could  not,  I  conceive,  be  impeached.  If  it  was  not,  his 
"title  would,  I  apprehend,  be  liable  to  impeachment  at 
"the  suit  of  the  cestuis  que  trustent."  It  was  said  that  this 
sale  oug^ht  to  be  impeached  on  two  grounds — ^first,  undu^ 
haste ;  secondly,  improvidence.  As  to  the  first  ground,  it 
was  true  that  little  time  had  elapsed  between  the  testator's 
death  and  the  realisation.  The  trustees  thought  they  ought 
to  sell  at  once.  There  was  a  direct  trust  for  sale,  followed, 
no  doubt,  by  a  power  of  postponement.  According  to  his 
Lordship's  experience  in  Chambers,  when  a  trust  was  in 
this  form  it  was  very  seldom  for  the  advantage  of  the  trust 
estate  that  the  sale  should  be  postponed.  It  was  usually 
better  that  the  sale  should  take  place  as  soon  as  was 
reasonably  possible.  Looking  at  all  the  circumstances  of 
this  case,  his  Lordship  came  to  the  conclusion  that  the 
trustees  were  quite  right  in  desiring  to  realise  the  testator's 
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estate  as  quickly  as  possible.  Quorn  House  was  let 
at  ;£225  a  year,  with  power  to  the  tenant  to  break  his 
lease  at  the  end  of  the  first  seven  years,  and  it  was  said 
that  he  intended  to  give  that  notice.  In  those  circumstances 
it  was  impossible  for  the  trustees  to  sell  the  house  pro- 
perly except  to  the  tenant  himself,  since  they  could  not 
know  whether  the  notice  to  determine  would  be  given  or 
not,  but  that  consideration  did  not  apply  in  the  least  to  a 
sale  to  the  tenant ;  and  his  Lordship  saw  no  evidence  of 
any  undue  haste  on  the  part  of  the  trustees.  Then  as  to 
improvidence.  No  doubt  the  trustees  were  bound  to  get 
the  best  price  they  reasonably  could  for  their  cestui 5  que 
trustent.  What  improvidence  was  there  here  ?  It  was  said 
that  the  trustees  had  consulted  the  solicitors  of  the  bene- 
ficiaries as  to  the  value  of  this  property  for  probate,  and 
had  accepted  the  valuation  of  the  solicitors,  and  that  they 
did  not  consult  them  again  with  reference  to  the  sale ;  but 
in  his  Lordship's  opinion  there  was  no  obligation  on  the 
trustees  to  communicate  with  the  solicitors  of  the  bene- 
ficiaries at  all.  Then  it  was  said  that  the  trustees  never 
had  a  valuation  of  the  property  made  at  the  time.  What 
they  did  was  to  instruct  Messrs.  Debenham  &  Tewson,  not 
to  sell,  but  to  report  with  a  view  to  a  sale.  Adams,  no 
doubt,  was  not  a  qualified  valuer,  but  he  was  thoroughly 
qualified  for  the  purpose  for  which  he  was  employed — 
viz.,  to  inspect  and  report.  When  the  offer  of  the  ;£3,ooo 
was  made  the  trustees  at  first  would  have  nothing  to  do 
with  it,  seeing  that  the  property  was  mortgaged  for 
;£3.5oo,  and  was  valued  for  probate  at  ;f4,ioo,  and  they 
refused  to  consider  the  matter  unless  they  had  a  report  in 
writing  under  the  signature  of  the  firm.  That  report  was 
duly  written  and  signed  by  the  firm,  and  the  trustees  acted 
upon  it.  There  was  some  evidence  at  the  trial  that  a  little 
more  might  have  been  got  for  the  property,  but  evidence 
of  that  kind  ought  always  to  be  accepted  with  a  large 
pinch  of  salt.  There  was  certainly  a  depression  in  the 
market  at  the  time  of  the  sale,  and  that  weighed  very  much 
with  Debenham  &  Tewson.  His  Lordship  was  not  con- 
vinced on  the  evidence  that  there  was  any  market  for  a 
house  of  this  kind  at  a  large  price  or  at  any  price,  and  it 
might  have  been  in  the  market  at  the  present  moment. 
Suppose  the  trustees  had  taken  a  different  course,  and  had 
not  accepted  the  offer,  and  had  taken  the  risk  of  Griffin 
keeping  on  the  lease,  in  his  Lordship's  opinion  they  would 
have  acted  very  culpably.  Of  course,  they  might  have 
taken  another  opinion,  but  they  were  advised  by  a  firm  of 
very  high  reputation,  and  he  did  not  think  it  necessary  that 
they  should  take  another  opinion.  He  had  no  reason  to 
doubt  that  Messrs.  Debenham  gave  good  advice,  notwith- 
standing that  the  price  was  ;£5oo  less  than  the  mortgage 
debt,  and  more  than  ;£"x,ooo  less  than  the  probate  valua- 
tion. The  most  that  could  be  said  against  the  trustees  was 
that  they  had  committed  an  error  of  judgment,  but  he  was 


not  convinced  even  of  that.  Taking  the  test  laid  down  by 
Lord  Justice  Mellish,  it  would  be  wrong  to  impeach  this 
contract.  Mr.  Griffin  was,  therefore,  entitled  to  specific 
performance,  and  the  trustees  must  be  kept  harmless  at 
the  expense  of  the  trust  estate. 

(22  Times  Law  Reports,  290.) 


CHANCERY  DIVISION. 

February  14. 

(Before  Kekewich,  J.) 

Re  Kempster;  Kempster  v,  Kempster. 

Administration "DcbtSt  Funeral  and  Testamentary  Expenses — 
Marshalling  Assets  —  Pecuniary  Legatees  —  Real  Estate 
charged  with  Debts — Land  Transfer  Act,  1897  (^  ^  ^^ 
Vict.  c.  65),  s.  2,  suhsec.  3. 

Adjourned  summons.  By  his  will,  dated  the  Qlh  of 
October  1903,  the  testator  appointed  his  wife,  the  plaintiff, 
Deborah  Kempster,  and  his  daughter,  the  defendant 
Elizabeth  Sparnon  Kempster,  his  executrixes,  and 
bequeathed  to  each  of  them  a  legacy  of  ;^5o  free  of  legacy 
duty.  He  then  directed  that  all  his  just  debts,  funeral 
and  testamentary  expenses  should  be  paid  as  soon,  as 
possible  after  his  decease.  He  further  bequeathed  "the 
balance  of  money  *'  to  be  derived  from  certain  policies  of 
assurance  on  his  life  to  the  plaintiff,  and  he  devised  certain 
real  estate  to  his  daughter  Deborah  Sheppard,  the  other 
defendant.  The  testator  died  on  the  20th  of  January  1905. 
The  will  was  proved  on  the  25th  of  March  1905.  The  debts, 
funeral  and  testamentary  expenses  of  the  testator  amount 
to  a  little  over  ^^200,  and  the  personal  estate  (exclusive  of 
the  insurance  moneys  and  certain  gas  shares)  did  not 
amount  to  more  than  £1^^-  The  real  estate  of  the  tes- 
tator was  estimated  to  be  of  the  value  of  ;f75o.  This 
originating  summons  was  taken  out  by  the  plaintiff  for 
the  determination  of  the  question  whether  the  debts  and 
funeral  and  testamentary  expenses  of  the  testator  ought  to 
be  paid  (so  far  as  might  be  necessary)  out  of  the  real  estate 
in  exoneration  of  the  personalty.  The  question  turned  on 
whether  the  Land  Transfer  Act,  1897,  had  rendered  the 
charge  contained  in  the  will  futile.  Section  2,  sub-section 
3,  provides  that  "  in  the  administration  of  the  assets  of  a 
"person  dying  after  the  commencement  of  this  Act,  his  real 
"  estate  shall  be  administered  in  the  same  manner,  subject 
"to  the  same  liabilities  for  debt,  costs,  and  expenses,  and 
"with  the  same  incidents,  as  if  it  were  personal  estate; 
"provided  that  nothing  herein  contained  shall  alter  or 
"  affect  the  order  in  which  real  and  personal  assets  respec- 
"tively  are  now  applicable  in  or  towards  the  payment  of 
"funeral  and  testamentary  expenses,  debts,  or  legacies,  or 
"the  liability  of  real  estate  to  be  charged  with  the  pay- 
" ment  of  legacies."  For  the  plaintiff  it^as  contended  that 
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the  Act  had  not  changed  the  rule  in  regard  to  the 
marshalling  of  assets,  that  He  Roberts;  Roberts  v, 
Roberts  (47  S.J.  30 ;  190a,  2  Ch.  834)  applied,  and  that  the 
pecuniary  legatees  were  entitled  to  be  indemnified  out  of 
the  real  estate  against  so  much  of  the  debts,  funeral  and 
testamentaiy  expenses  as  should  not  have  been  satisfied 
out  of  the  personalty.  For  the  defendant  it  was  urged  that 
the  Land  Transfer  Act  had  affected  the  marshalling  of 
assets,  and  that  it  rendered  the  charge  in  the  will  futile : 
Theobald  on  Wills  (6th  ed.),  8x9.  The  proviso  in  sub- 
section 3  does  not  conflict  with  the  doubts  expressed  by 
Theobald. 

JUDGMENT. 

Kekewich,  J.,  in  giving  judgment,  said  that  before  the 
Act  directions  such  as  those  contained  in  the  will  of  the 
testator  were  treated  as  a  charge  of  debts  on  the  zeal  estate, 
and  that  if  resort  was  had  to  the  personal  estate,  legatees 
could  come  against  specific  devisees  of  the  real  estate  on 
the  ground  that  testator  had  intended  the  debts  to  be  paid 
out  of  the  real  esta/te.  Since  the  Act  real  estate  is  treated 
as  personal  estate  for  the  purpose  of  discharging  debts, 
so  that  the  necessity  for  the  char^  is  now  unnecessary. 
Although  the  Act  says  that  the  charge  is  unnecessary,  it 
does  not  say  that  it  is  not  there.  Sub-section  3  says  that 
nothing  shall  be  altered.  The  doctrine  of  Re  Roberts  is 
still  applicable.  The  debts,  funeral  and  testamentary 
expenses  of  the  testator  ought^  therefore,  as  far  as  his 
personal  estate  not  specifically  bequeathed  is  insufficient 
for  the  payment  of  his  debts,  funeral  and  testamentary 
expenses  and  the  pecuniary  legacies  given  by  his  will,  to  be 
borne  by  the  real  estate,  so  as  to  leave  a  sufficient  part  of 
the  personal  estate  not  specifically  bequeathed  by  the  will 
available  for  payment  of  the  pecuniary  legacies. 

(SO  S.J.  271.) 


Company  Law. 

COURT  OF  APPEAL. 

February  13  and  14. 

(Before  Collins,  M.R.,  Romer  and  Cozens-Hakdy,  L.JJ.) 

Hooper  v.  Herts. 

Company — Shares— Transferor  and  Transferee— Blank  Transfer- 
Implied  Contract  by  Transferor, 

This  was  an  appeal  by  the  plaintiff  from  so  much  of  the 
judgmeot  of  Kekewich,  J.,  as  dismissed  the  plaintiff's 
claim  for  damages  for  breach  of  an  implied  contract  or 
obligation  on  the  part  of  the  defendant  Whatton  not  to 
prevent  or  delay  the  registration  of  a  bond  fide  transferee 
of  certain  shares  in  the  Smelting  and  Refining  Co.  of  Aus- 


tralia (1901),  Lim.  The  facts  were  as  follows  :  In  the  year 
1904  the  defendant  Whatton  was  the  registered  holder  of 
1,467  7  per  cent  preference  shares  in  the  said  smelting  com- 
pany. About  the  8th  of  January  1906  he  delivered  to  the 
defendant  Herts  the  certificate  for  these  shares  and  a  blank 
transfer  of  such  shares  duly  executed,  and  he  instructed 
the  defendant  Herts  to  borrow  money  on  these  shares.  On 
the  13th  of  January  1904  the  defendant  Whatton  wrote  to 
the  defendant  Herts  as  follows :  "  With  regard  to  the 
**  smelting  shares,  I  am  anxious  to  know  what  you  have 
"done  or  can  do.  Please  don't  postpone  the  ma.tter  if  you 
"  have  not  already  seen  about  it.  One  ought  to  be  able  to 
"borrow  on  those  shares  up  to  a  good  value  at  4  per  cent." 
On  the  14th  of  January  the  defendant  Herts  saw  the  plain- ' 
tiff  and  requested  the  plaintiff  to  advance  him  ;f  700  on  the 
security  of  the  deposit  of  the  said  shares  and  signed 
transfer.  The  defendant  Herts  produced  to  the  plaintiff 
the  said  certificate  and  signed  transfer,  and  also  showed 
him  the  defendant  Whatton's  letter  of  the  13th  of  January. 
The  plaintiff  informed  the  defendant  Herts  that  he  was 
unable  himself  to  find  the  money  required,  but  that  he 
would  endeavour  to  borrow  it  from  the  Mines  and  Banking 
Corporation,  Lim.  The  corporation  declined  to  lend  any- 
thing to  either  of  the  defendants,  but  agreed  to  lend  the 
plaintiff  the  sum  of  ;f 700  on  the  secuxiity  of  the  shares, 
and  also  the  plaintiff's  personal  liability,  at  10  per  cent, 
interest,  the  loan  to  be  repaid  with  such  interest  within 
fifteen  days  from  being  made.  The  plaintiff  informed  the 
defendant  Herts  of  the  decision  of  the  corporation.  The 
defendant  Herts  thereupon  wrote  to  the  defendant  autho- 
rising him  to  raise  a  loan  of  ;f  700  on  the  security  of  the 
shares  and  undertaking  to  indemnify  him  against  any  loss. 
In  pursuance  of  this  authority  the  plaintiff  handed  the 
share  certificate  and  transfer  to  the  corporation  and 
received  from  the  corporation  the  sum  of  ;£ 700,  which  he 
paid  to  the  defendant  Herts.  The  name  of  the  plaintiff 
was  filled  in  the  transfer  as  transferee,  and  the  corpora- 
tion lodged  the  certificate  and  transfer  for  registration 
with  the  smelting  company  in  March  1904.  The  smelting 
company,  in  accordance  with  the  usual  custom,  notified 
the  defendant  Whatton  of  the  lodging  of  the  transfer.  The 
defendant  Whatton  wrote  that  the  transfer  was  not  in  order 
and  should  not  be  completed.  In  consequence  of  this 
notification  the  transfer  of  the  shares  was  not  completed 
until  after  the  commencement  of  the  present  action.  Evi- 
dence was  given  to  show  that  in  March  1904  the  shares 
were  of  considerable  value,  but  that  there  had  been  a  great 
fall  since,  and  by  the  time  the  transfer  was  completed  they 
had  become  practically  worthless.  Herts  never  repaid  the 
plaintiff  any  part  of  the  ;f  700,  and  the  mining  corporation 
pressed  the  plaintiff  for  repayment.  In  these  circumstances 
the  plaintiff  on  the  30th  April  1904  commenced  the  present 

action  claiming  as  against  Herts  repayment  of  the  /700 

DigitizecTby  *' 


28 


THE  ACCOUNTANT  LAW  REPORTS 


March  3,  1906. 


and  interest*  and  as  against  Whatton  a  declaration  that  he 
was  entitled  to  charge  on  the  shares  for  ;£7oo  and  interest 
and  foreclosure  or  sale,  and  also  for  damages  for  breach  of 
the  implied  obligation  or  contract  on  the  part  of  the 
defendant  Whatton  not  to  do  an3rthing  to  prevent  or  delay 
the  registration  of  a  bond  fide  transfer  for  value  of  the 
shares.  At  the  d<ate  of  the  comanencemenit  of  the  action 
the  mining  corporation  had  not  been  paid,  but  they  were 
paid  off  by  the  plaintiff  before  the  trial.  The  defendant 
Herts,  who  had  become  a  bankrupt,  did  not  appear.  The 
defendant  Whatton  put  in  a  defence  denying  the  authority 
of  Herts  to  borrow  money  on  the  shares.  Kekewich,  J., 
found  that  Herts  had  authority  to  borrow  money  on  the 
■shares,  and  that  the  plaintiff  was  entitled  to  a  charge  on 
them.  But  as  regards  the  claim  for  damages  the  learned 
Judge  held  that  the  plaintiff  was  only  a  nominee  for  the 
mining  corporation  and  that  the  mining  corporation  had 
sustained  no  damage.  He  was  therefore  of  opinion  that 
the  plaintiff  was  not  in  a  position  to  sustain  the  action, 
and  that  he  could  not  be  said  in  it  to  have  suffered  damage. 
He  accordingly  dismissed  the  claim  for  damages.  The 
plaintiff  appealed  against  so  much  of  the  judgment  as 
dismissed  the  claim  for  damages. 

JUDGMENT. 

The  Court  allowed  the  appeal. 

Collins,  M.R. :  It  has  been  argued  before  us  that  there 
was  no  obligation  on  the  part  of  the  defendant  Wliatton 
not  to  interfere  with  the  registration  of  the  plaintiff,  and 
that,  even  if  there  was  such  an  obligation,  the  plaintiff  is 
not  in  a  position  to  claim  damages.  On  the  first  point 
it  seems  to  me  clear,  for  the  reasons  given  by  Lord  Esher 
in  London  Founders*  Association  v.  Clarke  (20  Q.B.D.  582), 
that  there  does  arise  between  the  parties,  either  by 
implied  contract  or  out  of  the  relationship  of  the  parties, 
an  obligation  or  duty  that  the  grantor  shall  do  nothing  to 


prevent  the  grantee  getting  the  benefit  of  his  grant.  The 
breach  of  this  obligation  or  duty  is  not  denied,  so  we  come 
to  the  question  whether  the  plaintiff  is  entitled  to  claim 
damages.  Primd  facie  the  plaintiff  as  legal  transferee  has 
a  clear  right  to  damages,  but  it  is  suggested  that  the  plain- 
tiff, being  a  mere  nominee,  had  no  right  of  action  in  him- 
self, and  that  in  order  to  see  whether  there  are  damages  it 
must  be  assumed  that  the  real  parties  to  the  action  are 
those  for  whom  he  is  nominee,  and  it  is  said  that  those 
parties,  having  been  paid,  cannot  Ct>mplain  that  they  ha\^ 
suffered  loss.  It  seems  to  me  that  to  accept  this  view  is  (? 
shut  one's  eyes  to  the  common  sense  of  the  matter.  The 
plaintiff  was  not  asserting  any  right  against  the  lending 
company,  but,  on  the  contrary,  he  and  the  lending  com- 
pany were  acting  together  with  the  view  of  best  establish- 
ing their  rights  to  the  security.  The  plaintiff  was  the 
person  most  interested  in  realising  this  security,  as,  if  it 
had  been  realised,  it  would  have  put  an  end  to  his  obliga- 
tion to  the  mining  corporation.  In  those  circumstances, 
the  defendant's  action  has  deprived  the  persons  entitled 
of  the  benefit  of  their  right  to  deal  with  these  shares.  Of 
those  persons  the  plaintiff  was  the  person  at  law  entitled 
to  deal  with  them,  and  we  find  that,  in  the  result,  the 
mining  corporation  are  only  not  sufferers  from  the 
defendant's  action  because  they  have  been  repaid  by  the 
plaintiff.  WTiy,  then,  should  not  the  plaintiff  get  the 
benefit  to  which  he  was  entitled,  and  of  which  he  was 
deprived  by  the  action  of  his  transferor?  I  think  the 
mistake  of  the  learned  Judge  was  in  treating  the  plaintiff 
as  a  person  with  no  beneficial  interest.  If  we  look  at  the 
facts  of  this  case,  it  is  plain  that  he  was  not  a  mere 
nominee.  The  result  is  that  the  plaintiff  is  entitled  to 
damages  and  the  appeal  must  be  allowed. 

Romer  and  Cozens-Hardy,  L.JJ.,  delivered  judgments  to 
the  same  effect. 

(50  S.J.  271.) 
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Bankruptcies  and  Insolvencies. 

CHANCERY  DIVISION, 

February  20. 

(Before  Joyce,  J.) 

Peat  V.  Clayton. 

Company  —  Sharts  —  Transfer  -  Certi/icaU  -  Assignment 

Trustee  for  Creditor s^Priority—Deeds  of  Arrangement 

Act.  1887  (50  &-  51  V^^^'  ^'  57)-  . 

The  question  in  this  case  was  as  to  the  right  to  De 
registered  as  the  owner  of  certain  share*  in  two  companies 
named  the  Randfontein  Estates  Gold  Mining  Company 
Witwatersrand,  Lim.,  and  the  Oceana  Minerals  Company, 
Lim.  The  shares  in  question  had  been  dealt  with  under 
the  following  circumstances  :  — 

On   October   24    1904   an    indenture   was   executed  by 
Clayton,  the  owner  of  the  shares,  purporting  to  be  an 
assignment  of  all  his  property  to  the  plaintiffs  for  the 
benefit  of  his  creditors,  under  the  Deeds  of  Arrangement 
Act.  1887.    This  deed  was  duly  registered  under  the  Act 
on  November  7.     The  debtor's  affairs  were  looked  into, 
and  it  appeared  by  his  books  that  he  was  possessed  of  the 
shares  in  question  in  this  action.    The  certificatea  were  at 
once  demanded  from  him  by  the  plaintiffs  or  their  autho- 
rised clerk,  and  the  excuse  was  given  that  they  were  in 
South  Africa.    On  the  next  day,  November  8,  notice  was 
given  to  both  companies  that  Qayton  had  executed  a  deed 
of  assignment  in  favour  of  the  plaintiffs,  and  asking  the 
companies  to  make  a  note  of  the  deed  in  their  respective 
registers.     On  November  10  Clayton  called  on  Messrs. 
Cohen,  a  firm  of  stockbrokers,  who  were  defendants  to  the 
action,  and  instructed  them  to  sell  the  shares ;  and  they 
accordingly  sold  them  in  the  ordina^ry  way  upon  thai  day. 
On  the  i6th  he  brought  the  certificates  to  the  brokers  and 
executed  a  transfer  in  blank,  and  received  £2$  in  advance 
on  account.     On  November  30  the  brokers  lodged  the 
certificates  with  the  company   and  got  them   noted,   or 
endorsed  with  a  statement  that  they  had  been  lodged.    On 
December  i  the  Uansfers  were  handed  to  the  purcfaasei*s 
brokers,  who  paid  the  puchase-money  to  Messrs.  Cohen, 
who,  on  the  same  day,  settled  with  Clayton,  handing  him 
the  balance  of  the  proceeds  of  the  shares.    In  the  case  of 
the  Randfontein  shares  the  transfer  executed  by  Clayton 
was  taken  by  the  purchaser's  brokers  to  the  company  for 
registration,  which  was  refused  because  they  had  received 
the  notice  of  November  8 ;  and  the  company's  secretary 
communicated    with    the    plaintiffs.      The    purchaser's 
brokers  thereupon  demanded  other  shares  from  Messrs. 
Cohen  which  they  purchased  and  delivered  in  substitution 
for  those  originally  sold,  and  which  still  remained  regisr 
tered  in  Clayton's  name.    Messrs.  Cohen  then  applied  to 
Clayton  for  repayment    of    the    amount    which  be  had 
received,  but  without  success.    In  the  case  of  the  Oceana 
shares  the  transfer  from  Clayton  was  to  a  Mrs.  Russell, 
and  her  name  was  in  the  first  instance,  in  spite  of  the 
notice  of  November  8.  entered  upon  the  register  of  the  com- 
pany as  tbe  holder  of  the  shares.    The  company,  however, 


subsequenUy  refused  to  issue  certificates  for  the  shares, 
and  Mrs.  Russell's  name  was  apparently  struck  out  in  the 
register,  leaving  the  shares  still  standing  in  the  name  of 
Clayton.  Mrs.  Russell's  brokers  then  applied  to  Messrs. 
Cohen  for  40  other  shares,  which  they  at  onoe  provided. 
This  was  an  action  by  the  trustees  of  the  deed  of  assign- 
ment against  Clayton,  the  two  companies,  and  Messrs. 
C:oben,  asking  for  a  declaration  that  the  plaintiffs  were 
entitled  to  the  shares  in  question,  and  for  consequential 
relief. 

It  was  contended  on  behalf  of  Messrs.  Cohen,  among 
other  defences,  that  they,  having  provided  the  purchasers 
with  good  shares  in  place  of  those  as  to  which  registration 
was  refused,  were  entitled  to  stand  in  the  shoes  of  those 
purchasers,  and  to  have  Clayton's  shares  registered  in  their 
names.  The  companies  could  not  be  affected  with  notice 
of  any  trust,  and  were  bound  to  register  Mep^rs-  Cohei^ 
as  owners  of  the  shares. 


JUDGMENT. 

Mr.  Justice  Joyce,  in  giving  judgment,  said  that  this  was 
ail  action  to  determine  who  was  entitled  to  40  shares  in  the 
Randfontein  Estates  Company  and  40  shares  in  the  Oceana 
Minerals  Company,  all  fully  paid  up.     After  stating  the 
facts  with  reference   to   the   shares,    his  Lordship,  con- 
tinuing, said  that,  as  he  understood  the  law,  where  there 
were  several  claimants  to  shares  registered  in  the  name  of 
a  third  person,  the  equitable  title  which  was  prior  in  time 
prevailed,     unless    the    claimant     under    a    subsequent 
equitable  title  proved  that,  as  between  him  and  the  com- 
pany, he  had  acquired  an  absolute  and  unconditional  right 
to  be  registered  as  the  owner  of  the  shares  before  the  com- 
pany received  notice  of  the  other  claim.    In  his  Lordship's 
opinion,  therefore,  the  plaintiffs  were  entitled  to  these  40 
shares  in  the  Randfontein  Company.    But  Messrs.  Coheii' 
claimed  a  lien  upon  them.    If  they  had  any  lien,  however, 
it  was  only  equitable,  and  could  only  be  upon  Clayton's 
interest,  which  was  subject  to  the  right  of  the  plaintiffs 
under  the  deed  of  assagnment.    Then  it  was  said  that  the 
plaintiffs  had  disentitled  themselves  by  negligence.     His 
Lordship  saw  no  negligence  on  the  part  of  the  plaintiffs, 
unless  it  were,  as  Messrs.  Cohen  alleged,  in  not  adopting 
the  procedure  now  substituted  by  Order  xlvi.,  r.  3,  for  the 
old  procedure  by  distringas.    He  could  not  accede  to  the 
contention  that  by  omission  to  adopt  this  course  the  plain- 
tiffs  must  be    postponed.      If    they    had  proceeded   by 
distringas  the  result  would  have  been  just  the  same.     It 
would  only  have  prevented  the  company  from  registering 
the  transfer  to  the  purchaser,  which  in  fact  they  did  refuse 
to  do  by  reason  of  the  notice  given  to  them  on  November 
8  on  behalf  of  the  plaintiffs.     It  was  suggested,  but  not 
seriously  contended,  and  at  all  events  there  was  no  evi- 
dence to  show  that  that  distringas  would  have  prevented 
what  was  called  the  certification,  or  the  noting  on  the  back 
of  the  transfer  that  the  certificates  had  been  lodged.    As 
his  Lordship  understood  that  note,  it  only  amounted  to  a 
representation  that  a  document  had  been  lodged  with  the 
company,  apparently  in  order,  and  showing  primd  fade 
that  the  transferor  was  entitled  to  the  shares,  but  it  was 
no  warranty  of  the  transferor's  title  to  the  shares,  or  as  to 
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the  validity  of  any  of  the  documents.  Messrs.  Cohen  never 
inquired  of  the  company  whether  there  was  any  distringas 
or  other  stop  against  the  registration  of  that  transfer  of 
the  shares.  So  much  for  the  Randfontein  shares.  As  to 
the  Ooeana  shares,  the  case  was  practically  the  same,  the 
only  difference  being  that  on  referring  to  the  register  of 
members  o<f  that  company  (and  there  was  no  other  evidence 
upon  the  subject)  it  seemed  that  the  transfer  from  Clayton 
of  the  40  shares,  which  was  in  fact  to  a  Mrs.  Russell,  was 
in  the  first  instance  entered  upon  the  register,  though 
under  what  circumstances  or  whether  by  any  express 
authority  of  the  board  did  not  appear.  At  all  events  no 
such  registration  ought  to  have  been  made,  having  regard 
to  the  notice  the  company  had  received  on  Novembear  8, 
without  previous  communication  with  the  giver  of  that 
notice.  Mrs.  Russell,  however,  was  not  able  to  get  from 
the  company  any  certificate  for  the  shares,  and  the  brokers 
applied  to  Messrs.  Cohen  and  demanded  other  40  shares, 
which  were  at  once  provided.  The  transfer  of  those  regis- 
tered and  certificated  was  issued  in  due  course,  and  the 
registration  of  the  former  transfer  from  Clayton  to  Mrs. 
Russell  cancelled,  or  not  proceeded  with,  no  doubt  with 
Messrs.  Cohen's  concurrence,  so  that  in  the  result  the 
shares  were  in  the  name  of  Clayton  still.  They  were  not 
la  the  name  of  Messrs.  Cohen,  who  had  no  transfer  from 
Mrs.  Russell.  It  was  contended  that  the  true  view  was 
that  Mrs.  Russell  still  remained  on  the  register  as  the 
owner  of  those  40  shares  sold  to  her  brokers  by  Messrs. 
Cohen  on  Qaytons  behalf,  and  that  Messrs.  Cohen  had  a 
lien  on  those  shares.  Mrs.  Russell  did  not  claim  the 
shares,  and  she  was  not  made  a  party  to  the  action.  His 
Lordship  did  not  think  that  she  had  any  such  legal  interest 
as  contended.  At  all  events,  Messrs.  Cohen's  interest,  if 
any,  was  equitable  only.  In  his  Lordship's  view  they  had 
no  present  absolute  unconditional  right  to  be  registered  as 
owners  of  those  shares  before  the  company  had  notice  of 
the  claim  of  the  plaintiffs,  or,  indeed,  at  any  time.  As  in 
the  case  of  the  Randfontein  shares,  so  in  the  oase  of  the 
Oceana  shares,  his  Lordship  was  of  opinion  that  Messrs. 
Cohen  s  lien,  if  any,  was  only  upon  Clayton's  interest, 
which  was  subject  to  the  prior  equitable  rights  of  the 
plaintiffs.  When  Mrs.  Russell  applied  for  registration, 
the  money  received  by  Messrs.  Cohen  on  the  sale  had  gone 
to  Clayton.  A  distringas  would  not  have  prevented  its 
payment,  although  it  would  have  prevented  any  registra- 
tion of  Mrs.  Russell's  transfer,  and  Messrs.  Cohen  would 
have  been,  if  possible,  in  a.  worse  position  than  they  were 
now.  In  the  case  of  the  Oceana  shares,  as  well  as  in  the 
case  of  the  Randfontein  shares,  a  distringas  would  not 
have  saved  Messrs.  Cohen  from  the  loss  they  sustained  by 
trusting  Clayton  and  upon  his  instructions  proceeding  to 
sell  without  first  ascertaining  that  there  was  no  stop  or 
impediment  to  the  registration  of  the  transfer  of  the  shares. 
His  Lordship  must  not  be  understood  to  say  that  it  was 
usual  to  do  that.  What  he  had  already  said  with  reference 
to  the  matter  and  the  absence  of  negligence  on  the  part  of 
the  plaintiffs  applied  to  the  case  of  the  Ooeana  shares  just 
as  much  as  to  that  of  the  Randfontein  shares.  The  result 
was  that  the  plaintiffs  were  entitled  to  succeed  in  their 
action. 

(aa  Times  Law  Repwts,  31a.) 


KING'S  BENCH  DIVISION. 

February  33. 

(Before  Bkougham,  Registrar.) 

In  re  Muzeen. 

Bankruptcy — Discharge — Suspension — Assets  not  equal  to  105. 
in  the  Pound^Suspension  for  Two  Years— Dating  I'j.k 
Period  of  Suspension — Bankruptcy  Act,  1890  (53  <?*  5+ 
Vict.  c.  71),  5.  8,  subsec.  2,  3  (a). 

This  was  an  application  for  an  order  of  discharge  by 
George  Edward  Barugh  Muzeen,  who  Wfts  adjudged  bank- 
rupt on  December  i  1904;  being  described  as  of  Douth- 
waite  Hall,  Kirbymoorside,  Yorkshire.  The  receiving 
order  was  made  on  November  i  1904  on  the  petition  oi 
creditors  filed  in  the  County  Court  of  Yorkshire,  bolden 
at  Northallerton,  and  the  proceedings  were  transferred  to 
the  High  Court  of  Justice  by  order  dated  January  12  1905. 
llie  public  examination  was  concluded  on  March  10  1905. 
The  claims  in  the  bankruptcy  were  estimated  at 
I  £$,931  4s.  8d.,  and  a  sum  of  £$^2  os.  6d.  had  been  realised 
in  respect  to  the  estate. 

I  Mr.  G.  W.  Chapman,  Official  Receiver,  reported  that  it 
appeared  that  the  bankrupt,  seven  or  eight  years  before 
his   failure,   purchased   the   Douth waite   Hall    estate   in 

,  Yorkshire,  raising  the  purchase-money  by  nK>rtgaging  his 
reversionary  interest  in  a  property  known  as  the  Normanby 

'  estate,  of  which  his  mother  was  tenant-for-life.     On  her 

I  death  he  came  into  possession  of  the  last-mentioned  estate, 
and  under  his  grandfather's  will  he  became  entitled  to  a 
property  called  the  Bowforth  estate.  All  the  estates  wece 
mortgaged  by  the  bankrupt  for  considerable  sums,  and  the 
net  income,  after  providing  for  interest  and  outgoings,  was 
about  ;f  aoo  a  year.  The  bankrupt's  expenditure  was  esti- 
mated at  ;£8oo  a  year,  and  he  attributed  his  insolvency  to 
the  excess  of  this  amount  over  his  income,  to  interest  on 
loans,  and  depreciation  in  the  value  of  his  property.  He 
resorted  to  moneylenders  to  supply  his  wants,  but  ontil 
his  estates  were  sold  by  the  mortgagees  he  seemed  to  have 
considered  that  they  would  realise  a  sufficient  sum  to  pay 
all  his  debts  in  full.  The  Official  Receiver,  in  conclusion, 
reported  the  statutory  ground  of  opposition  that  the  assets 
were  not  equal  to  los.  in  the  pound  on  the  amount  of 
unsecured  liabilities. 

Mr.  George  Goodman,  solicitor  for  the  bankrupt,  urged 
that  if  it  was  oecessary  to  suspend  the  discharge  for  two 
years  the  suspension  should  be  dated  back  to  the  time  of 
the  conclusion  of  the  bankrupt's  public  examination. 

JUDGMENT. 

Mr.  Registrar  Brougham  said  that  in  the  circumstances 
of  this  case  it  was  necessary  that  the  discharge  should  be 
suspended  for  the  minimum  period  of  two  years,  and  he 
had  no  power  to  order  that  the  suspension  should  ran 
from  a  date  anterior  to  the  bearing  of  this  application. 
The  discharge  would  be  suspended  for  two  years  from 
to-day  on  the  ground  reported  by  the  Official  Receiver. 
(aa  Times  Law  ReporpT^^: 
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Company  Law. 

CHANCERY  DIVISION. 

February  22. 

(Before  Kekewich,  J.) 

Bisgood  V.  Nile  Valley  Company,  Lim. 

Cimpany—Reconstruction— Ultra  Vires— Sale  to  Ntw  Company 
—Option  to  Shareholders  to  take  Shares  in  New  Company 
—Time  Limit— Forfeiture  of  Shares. 
This  was  a  motion  by  two  shareholders  of  the  Nile 
Valley  Company,  Lim.,  for  an  injunction  to  restrain  the 
defen<iant  company  and  its  directors  from  carrying  into 
effect  a  draft  agreement  for  the  sale  of  the  assets  of  the 
defendant  company  to  a  now  company.  The  Nile  Valley 
Compajiy,  then  called  the  Nile  Valley  New  Company,  was 
incorporated  under  the  Companies  Acts,  1862-1900,  in 
April  1903,  with  a  nominal  capital  of  ;^25o,ooo,  divided 
into  250,000  shares  of  £1  each,  of  which  218,257  had  been 
issued.  These  shares  were  fully  paid.  The  principal 
object  of  the  company,  as  stated  in  the  memorandum  of 
association,  was  to  acquire  certain  mining  concessions  in 
Egypt,  and  to  carry  on  the  business  of  a  mining  company 
in  all  its  branches.  Among  the  other  objects  defined  by 
the  memorandum  of  association  were  the  following :  — 
"(10)  To  sell,  let,  dispose  of,  or  deal  with  the  undertaking 
"of  the  company,  or  any  part  thereof,  for  such  considera- 
"tion  as  the  company  think  fit,  and,  in  particular,  for 
*"  shares,  debentures,  or  securities  of  any  other  company 
"having  objects  altogether  or  in  part  similar  to  those  of 
"this  company.  To  distribute  any  of  the  property  of  the 
"company  among  the  members  in  specie."  "(15)  To  sell, 
"improve,  manage,  develop,  lease,  mortgage,  dispose  of, 
"turn  to  account,  or  otherwise  deal  with  any  part  of  the 
"property  and  rights  of  the  company."  **(2o)  To  dis- 
"  tribute  among  the  members  in  specie  by  way  of  dividend 
"  or  bonus,  or  upon  a  return  of  capital,  any  property  of  the 
"company  or  any  proceeds  of  sale  or  disposal  of  any  pro- 
"  perty  of  the  company,  but  so  that  no  distribution  amount- 
"ing  to  a  reducton  of  capital  be  made  except  with  the 
"  sanction  (if  any)  for  the  time  being  required  by  law."  On 
February  3  1906  a  circular  was  issued  to  the  shardiolders 
of  the  company  stating  that  the  directors,  finding  the  funds 
in  hand  not  sufficient  to  enable  the  company  to  bring  its 
operations  to  a  successful  issue,  had  decided  to  authorise 
the  sale  of  the  undertaking  and  assets  to  a  new  company 
upon  the  terms  of  a  draft  agreement,  the  heads  of  which 
were  shortly  stated  in  the  circular.  The  main  feature  of 
the  scheme  of  reconstruction  was  that  the  assets  and 
undertaking  of  the  old  company  were  to  be  sold  to  the  new 
company  for  the  same  number  of  £1  shares  as  those  issued 
in  the  old  company,  but  subject  to  a  liability  of  4s.  per 
ahare.  The  agreement  was  expressed  to  be  made  between 
the  Nile  Valley  Company,  Lim.  (thereinafter  called  the 
old  company),  of  the  one  part,  and  the  Nile  Valley  (New) 
Company,  Lim.  (thereinafter  called  the  new  company),  of 
the  other  part.  Clause  i  provided  for  the  sale  to  the  new 
company  of  the  whole  of  the  assets  and  the  undertaking 
of  the  old  company.  Clause  2  provided  that  as  part  of  the 
consideration  for  the  sale  the  new  company  should  pay 


the  debts  of  the  old  company.  Clause  3  provided  that,  as 
further  part  of  the  consideration,  if  the  old  company 
should  go  into  liquidation  within  six  calenxlar  months 
from  the  date  of  the  agreement,  the  new  company  should 
pay  the  expenses  of  the  liquidation.  Clause  5  provided 
that,  as  further  part  of  the  consideration,  the  new  company 
should  allot  and  issue  to  the  old  company  or  its  nominees 
218,257  shares  in  the  new  company  of  £1  each,  with  the 
sum  of  1 6s.  credited  as  having  been  paid  thereon.  Clause 
6  provided  that,  in  the  event  of  the  old  company  going 
into  liquidation  before  the  218,257  shares  should  have  been 
allotted  to  the  old  company  or  its  nominees,  every 
member  of  the  old  company  should  be  entitled  «as  of  right 
to  elaim  an  allotment  to  himself  of  one  £1  share  in  the 
new  company,  with  i6s.  credited  as  having  been  paid 
thereon,  and  it  provided,  further,  that  within  14  days  of 
the  commencement  of  the  winding  up  the  liquidator  should 
give  notice  in  manner  therein  mentioned  to  the  members 
stating  the  time  within  which  the  claim  for  allotment  must 
be  sent  in  to  the  new  company,  and  it  further  provided 
that  a  registered  member  must  claim  within  14  days  from 
the  date  of  the  notice,  and  that  a  bearer  member  must 
claim  within  a  month  of  the  first  advertisement  of  the 
notice  as  therein  mentioned,  or  within  such  extended  time 
as  might  be  fixed  by  the  liquidator.  The  clause  then  pro- 
vided as  follows  :  — "  (d)  As  regards  that  proportion  of  the 
"said  shares  in  the  new  company  which  members  of  the 
"  old  company  shall  be  entitled  to  claim  as  aforesaid,  but 
"shall  not  within  the  periods  of  14  days  or  one  calendar 
"month  or  within  such  extended  time  as  aforesaid  claim, 
"the  said  liquidator  shall  use  his  best  endeavours  to  sell 
"the  same  for  what  they  will  fetch,  and  the  proceeds  of 
"sale  thereof  after  paying  all  expenses  of  and  incident  to 
"  the  sale  shall  be  distributed  rateably  among  the  members 
"who  if  they  had  claimed  would  have  been  entitled  to 
"such  shares  in  accordance  with  their  rights  and 
"interests."  At  an  extraordinary  meeting  of  the  company, 
held  on  February  12  1906,  a  resolution  approving  this 
agreement  was  passed  by  the  shareholders.  Thereupon  the 
writ  in  this  action  was  issued  by  the  plaintiffs  and  served 
o.a  the  company,  together  with  notice  of  motion  for  an 
injunction.  On  February  14  a  notice  of  a  meeting  to  pass 
a  resolution  for  the  winding  up  of  the  company  was  issued 
to  the  shareholders,  but  this  meeting  had  not  yet  been  held. 
On  behalf  of  the  plaintiffs  it  was  contended  that  the  draft 
agreement  was  really  a  device  to  raise  further  capital  from 
the  existing  shareholders,  and  was  uUra  vires. 

JUDGMENT. 

Mr.  Justice  Kekewich  said  that  he  had  no  doubt  that 
this  agreement  could  not  stand  as  it  was.  It  was  admitted 
that  this  was  not  a  scheme  intended  to  take  effect  under 
the  provisions  of  the  Companies  Act.  The  sale  of  the  com^ 
pany's  assets  was  to  be  carried  through  in  a  winding-up, 
but  not  under  the  statutory  provisions.  Therefore  it  was 
not  necessary  to  see  how  far  this  scheme  differed  from 
what  was  provided  by  the  statute.  Though  there  was  to  be 
a  winding-up,  it  was  to  be  a  voluntary  liquidation,  and  the 
company  was  still  in  existence,  was  still  carrying  on  busi- 
ness, and  was  still  entitled  to  sell  as  a  go^pg  concern.    ^ 
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the  terms  of  the  memorandum  of  association  this  company 
had  power  to  sell  not  only  its  undertaJcing,  but  any  part 
of  its  property  as  a  going  conceorn — and  it  might  sell  for 
shares — ^he  would  assume  that  that  power  extended  to  the 
property  as  well  as  to  the  undertaking— and  if  a  company 
might  sell  for  shares  it  might  sell  for  partly-paid  shares. 
So  far  there  was  no  difl&culty.  Thexefone  this  company 
might  make  a  sale  of  its  whole  undertaking  and  assets  to 
another  company  for  partly-paid  shares  in  that  other  com- 
pany. To  work  that  out  properly  all  the  shares  should  bo 
under  the  control  of  the  liquidator.  He  would  have  to 
realise  the  shares,  and  after  paying  expenses  divide  the 
proceeds  among  all  the  shareholders  according  to  their 
nominal  interests  in  the  company.  That  would  be  the 
proper  mode  of  proceeding,  but  this  company  did  not  pro- 
pose to  follow  that  method.  The  proposal  was  to  allot  the 
shares  of  the  new  company  direct  to  the  shareholders  in 
the  old  company.  He  was  not  sure  whether  that  could  be 
done.  The  shares  in  the  new  company  were  partly-paid 
shares,  and  the  liquidator  could  not  compel  the  share- 
holders of  the  old  company  to  take  up  the  shares  of  the 
new  company,  imposing  a  liability  upon  them.  That 
difficulty  had  been  foreseen  and  an  attempt  was  made  to 
get  over  it.  Those  who  were  willing  to  accept  partly-paid 
shares  with  this  liability  upon  them  were  to  take  the 
shares.  The  difficulty  was  as  to  those  who  were  not  will- 
ing to  accept  the  shares.  They  were  entitled  to  their  share 
of  the  assets  of  the  company,  but  it  was  not  proposed  to 
give  them  anything  of  the  kind.  It  was  proposed,  if  they 
obstinately  refused  to  take  any  shares,  to  give  them  some- 
thing else,  \^^lat  else?  The  shares  which  were  not  taken 
were  to  be  sold  by  the  liquidator  for  what  he  could  get 
for  them.  There  was  a  certain  time  within  which  the 
refusal  was  to  be  expressed  and  within  which  the 
liquidator  was  to  sell.  As  at  present  advised  his  Lordship 
saw  no  reason  to  object  to  that  time-limit  in  either  case 
or  to  say  that  it  was  not  a  reasonable  limit.  When  the 
liquidator  had  sold  the  shares  he  was  to  distribute  the 
proceeds  among  the  shareholders  who  had  not  come  in 
rate  ably  according  to  their  rights  and  interests.  He  did 
not  follow  the  meaning  of  the  language  in  which  this 
method  of  distribution  was  expressed.  He  did  not  under- 
stand what  was  meant  by  rights  and  liabilities  in  that  con- 
nection, or  how  there  could  be  an3rthing  open  to  discussion 
having  regard  to  the  word  "rateably.'*  "Rateably  "  im- 
plied that  each  dissentient  shareholder  would  get  his  pro- 
portionate share  with  the  others  of  the  total  of  the  proceeds, 
less  the  expenses  of  the  sale.  That  might  be  very  unfair 
on  some  particular  shareholder.  His  shares  might  have 
been  sold  at  a  good  price  and  then  there  might  have  been 
a  slump — to  use  a  vulgar  expression — and  the  rest  of  the 
shares  might  have  been  sold  for  an  old  song.  Yet  the 
holders  of  those  shares  would  have  their  proportion  of  the 
proceeds  in  the  same  way  as  the  holder  whose  shares  had 
been  sold  for  a  larger  sum.  That  appeared  to  his  Lord- 
ship to  be  unfair.  But  apart  from  that,  was  this  scheme 
fair  on  a  dissentient  shareholder  at  all?  It  was  putting  a 
pistol  to  his  head  and  telling  him  if  he  refused  to  come 
in  he  would  only  get  his  proportion  of  the  total  proceeds 
of  sale  of  the  shares  of  all  the  dissentient  shareholders ;  if 
he  did  come  in  he  must  accept  shares  with  a  liability  upon 
them.  In  his  Lordship's  opinion  this  came  within  the 
principle  of  Manners  v.  Si.  David's  Gold  and  Copper 
Mines,  Lim,  (1904.  2  Ch.  593).  There  was  an  obvious  dis- 
tinction between  that  case  and  this,  because  there  the  dis- 
sentient shareholders  could  get  nothing  inasmuch  as  the 
proceeds  of  the  sale  of  their  shares  were  to  go  to  the  pur- 


chasing company.  Here  the  shareholder  who  refused  to 
come  in  was  to  get  his  rateable  proportion  of  the  proceeds. 
Was  that  a  difference  in  substance?  He  thought  not.  It 
was  telling  the  dissentient  shareholder  that,  although  he 
was  under  no  obligation  to  take  up  the  new  shares,  he  was 
to  forfeit  his  shares  unless  he  did.  That  was  no  part  of 
the  bargain  under  which  he  subscribed  for  his  shares.  It 
was  not  in  the  bond.  His  Lordship  therefore  proposed  to 
restrain  the  company  from  carrying  the  agreement  into 
effect  in  its  present  form. 

(22  Times  Law  He  ports,  317.) 

CHANCERY  DIVISION. 

February  23. 

(Before  Warrington,  J.) 

the   Automatic    Self-Cleansins:    Filter    S3rBdiGate 

Company,  Lim.  v.  Cunlnsrhaaie. 

Company -'Directors— Management — General  Meeting  of  Share- 
holders— Resolution  for  Sale  of  Assets  of  Company — 
Refusal  of  Directors  to  carry  out  Resolution. 

This  was  a  motion  by  the  plaintiffs  in  the  aboTe-men- 
ticned  action,  who  were  the  company  and  one  of  the 
shareholders,  suing  on  behalf  of  himself  and  all  other 
shareholders,  asking  that  the  defendants,  the  disecton, 
might  be  ordered  forthwith  to  affix  the  seal  of  the  plaintiff 
company  to  a  certain  contract,  and  for  an  interlocutory 
injunction  to  restrain  the  defendants  from  dealing  with  or 
disposing  of  the  assets  of  the  plaintiff  company  in  any 
manner  inconsistent  with  the  terms  of  the  contract.  By  the 
articles  of  association  the  management  of  the  business 
and  the  control  of  the  company  were  vested  in  the  direc- 
tor3,  and  among  other  powers  they  had  power  to  sell  any 
property  of  the  company.  They  could  only  be  removed 
from  office  by  a  special  resolution. 

On  the  requisition  of  certain  shareholders  a  meetizig  of 
the  company  was,  in  January  1906,  convened  by  the  direc- 
tors, and  at  that  meeting  a  resolution  was  passed  by  a 
simple  majority  for  the  SEuie  of  the  business  to  a  new  com- 
pany, and  the  directors  were  directed  to  cause  the  cornxnoa 
seal  of  the  company  to  be  affixed  to  a  contract  which  was 
laid  before  the  meeting,  and  which  had  been  piepared  at 
the  instance  of  the  requisitionists.  The  directors,  being  of 
opinion  that  it  would  not  be  to  the  interest  of  the  company 
that  the  contract  should  be  carried  out,  declined  to  comply 
with  the  resolution. 

G.  Cave,  K.C.,.  and  A.  H.  Jessel,  for  the  plaintiffs,  con- 
tended that  the  shareholders  in  general  meeting  had  the 
right  to  give  the  directors,  who  were  their  agents,  direc- 
tions as  to  the  way  in  which  they  should  exercise  their 
powers,  and  they  relied  on  The  Isle  of  Wight  Railway  v. 
Tahourdin  (53  L.J.  Rep.  Ch.  353;  L.R.  25  Ch.D.  320). 

R.  F.  Norton,  K.C,  and  L.  Mossop,  tor  the  defendants, 
submitted  that  the  proper  coarse  for  the  company  to 
pursue  if  dissatisfied  with  the  action  of  the  directors  was 
to  pass  a  special  resolution  dismissing  the  directors  and 
appointing  a  new  board. 

JUDGMENT. 

W^arrington,  J.,  in  refusing  the  motion,  said  that,  having 
regard  to  the  articles  of  association  of  the  company,  the 
resolution  which  was  passed  at  the  meeting  of  tfie  share* 
holders  by  a  simple  majority  was  one  which  the  directors 
were  not  bound  to  carry  into  effect.  The  case  of  The  Isle 
of  Wight  Railway  v.  Tahourdin  was  a  case  under  the 
Lands  Clauses  Act,  and  the  resolution  it  was  proposed  to 
submit  to  the  meeting  as  to  which  the  question  arose  was 
a  resolution  which  could  be  carried  by  a  simple  majority 
of  the  company.  Moreover,  all  that  was  decided  there  was 
that  the  Court  would  not  prevent  a  meeting  of  the  share- 
holders from  being  held,  and  no  decision  was  given  as  to 
the  validity  of  any  resolution  that  might  be  passed  at 
such  meeting. 

(L.J.  ^^<^)  (^  r\r\a\o 
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Accountancy  and  Auditing. 

KING'S  BENCH  DIVISION. 

March  9. 
{Before  Warrington,  J.) 

The  Society  of  Accountants  and  Auditors  (incor- 
porated    1885)     V.    Tlie     London    Association    of 
Accountants. 

Alleged  Infringement  of  Accountancy  Designation— The  title 
*•  Incorporated  A ccountant. ' ' 

This  was  a  motion  to  stay  the  action  on  the  ground  that 
there  is  no  such  body  in  existence  as  the  plaintiffs,  as 
described,  and  that  the  action  should  be  dismissed  with 
costs  as  against  the  solicitor  who  issued  the  writ. 

Mr.  Terrell  said  that  in  the  action  of  The  Society  of 
Accountants  and  Auditors  (Incorporated  1885)  v.  The  London 
Association  of  Accountants^  Lim.,  he  had  a  motion  on  behalf  of 
the  defendants  to  stay  the  action  because  there  was  no  such 
plaintifl  company.  It  was  a  very  curious  action,  brought 
by  the  plaintiff  company,  claiming  a  monopoly  for  its 
members  of  the  title  "  Incorporated  Accountant." 

Mr.  Rowden  said  he  had  a  cross-motion.  He  did  not 
suppose  his  friend  thought  his  would  not  come  on  first. 

Mr.  Terrell :  Of  course  it  must  come  first. 

Mr.  Rowden  :  The  other  I  shall  ask  to  stand  over. 

Mr.  Terrell :  I  do  not  think  this  affects  it  at  all.  Pro- 
ceeding, counsel  said  the  action  was  against  one  of  the 
members  of  the  defendant  society  to  restrain  him  from  using 
the  title  and  designation  of  "Incorporated  Accountant," 
and  from  using  in  letters,  accounts,  notices,  and  other 
advertisements,  the  designation  in  such  a  way  as  to  lead  to 
the  belief  that  the  defendant  was  a  member  of  the  plaintiff 
society,  and  to  restrain  the  defendant  society  from  holding 
out  or  representing  by  advertisement  or  otherwise  that  its 
members  were  entitled  to  use  any  such  designation  as  afore- 
said. The  importance  of  this  was,  that  in  connection  with 
Revenue  Accounts  the  Income-tax  Commissioners  would  not 
hear  a  solicitor  or  counsel  on  bills,  but  would  only  hear 
accountants  who  were  members  of  an  incorporated  society. 
Those  were  the  words  of  the  Act.  It  was,  therefore, 
generally  known  that  a  person  who  was  able  to  appear  as  an 
auditor  before  the  Income-tax  Commissioners  must  be  what 
was  called  an  Incorporated.  Accountant.  Now,  the  plaintifl 
society  allocated  to  themselves  a  monopoly  of  the  style  of 
Incorporated  Accountant.  As  a  matter  of  fact,  there  was 
no  such  society  as  that,  the  title  of  which  appeared  in  this 


action.  There  was  a  society  called  The  Society  of  Account- 
ants and  Auditors  only ;  but  they  added  to  that  title  the 
word  *<  Incorporated,"  for  the  purpose  of  supporting  the  idea 
that  they  were  Incorporated  Accountants  and  nobody  else 
was.  They  were  registered  as  a  limited  company  under  the 
Act. 

The  Judge :  Without  the  use  of  the  word  "  Limited." 

Mr.  Terrell  said  that  was  so — under  the  section  of  non-profit 
companies.  Their  title  was  registered  as  The  Society  of 
Accountants  and  Auditors ;  but  they  chose — for  the  purpose 
of  lending  to  themselves  the  shadow  of  a  claim  to  be  solely 
entitled  to  the  word  *•  Incorporated  "—to  add  to  that  title 
the  word  '•  Incorporated  "  and  the  date  of  incorporation. 
Now,  of  course,  a  company  could  only  carry  on  business 
and  sue  in  its  own  title,  and  could  not  add  to  or  take  away 
from  that  title. 

The  Judge  asked  what  authority  there  was  for  staying 
proceedings  and  applying  for  costs  as  against  the  solicitor. 

Mr.  Terrell  said  he  did  not  find  any  case  in  which  an 
action  had  been  fought  in  the  name  of  a  company  which  did 
not  in  fact  exist. 

The  Judge :  If  an  action  is  brought  in  the  name  of  a 
non-existing  plaintiff,  there  is  no  plaintiff. 

Mr.  Terrell :  Where  they  have  brought  an  action  without 
the  retainer  or  authority  of  the  person,  they  have  stayed 
proceedings,  and  the  solicitor  pays  the  costs. 

The  Judge :  I  suppose  that  if  a  solicitor  brings  an  action 
in  the  name  of  John  Smith,  and  there  is  no  such  person — 
supposing  there  is  no  John  Smith,  or  any  person  who  was 
existing  for  that  purpose — he  might  be  ordered  to  pay 
the  costs. 

Mr.  Terrell :  If  a  writ  is  issued  in  the  name  of  John 
Smith  and  he  says  '*  I  have  never  authorised  it,"  it  is  the 
same  thing  in  principle. 

The  Judge:  What  you  have  been  saying  is  rather  a 
defence  of  the  action. 

Mr.  Terrell :  No ;  if  I  am  being  sued  by  a  non-existing 
person,  I  am  entitled  to  ask  for  the  proceedings  to  be 
stayed.  You  will  remember,  perhaps,  that  where  the 
address  of  a  plaintiff  is  not  truly  stated  in  the  writ,  it  stays 
it.  You  will  see  the  difficulty.  Supposing,  for  instance,  I 
want  to  issue  execution  against  them,  the  Sheriff  finds  there 
is  no  such  company  to  levy  upon. 

The  Judge:  There  is  no  objection  to  "The  Society  of 
Accountants  and  Auditors,"  and  then  to  its  being  stated  in 
the    plaintiffs'  claim    that    this    is  a  Society  which  was 

incorporated  in  1885?  C^  r^r^rAr> 
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Mr.  Rowden :  Mr.  Kirby  did  ask  that  he  might  amend 
the  writ. 

Mr.  Terrell:  You  cannot  put  part  of  the  statement  of 
claim  in  the  title.  It  is  important  fo  us,  because  the  word 
"  Incorporated  "  is  the  all-important  question  in  this  action, 
and,  if  they  are  entitled  to  sue  in  this  name  as  "  Incor- 
porated/* it  does  lend  colour  to  their  claim  that  they  are 
the  only  persons  entitled  to  sue  against  the  use  of  the  word 
**  Incorporated."  I  ask  you  to  amend  by  striking  out  these 
words  ••  Incorporated  i885.** 

The  Judge  (to  Mr.  Rowden) :  What  do  you  say  to  that  ? 

Mr.  Rowden  :  I  submit  that  this  motion  is  a  gross  abuse. 
As  a  matter  of  fact  this  is  merely  a  case,  as  I  submit,  of  an 
innocent  mistake— something  added  to  the  style  and 
title 

The  Judge :  I  am  not  sure  about  that. 

Mr.  Rowden :  Will  you  look  at  our  book  ?  We  are  called 
"The  Society  of  Accountants  and  Auditors,"  and  then  on 
our  book  we  are  accustomed  to  add  "  Incorporated." 

The  Judge :  That  is  a  statement  of  fact  which  may  be 
quite  correct,  but  it  is  not  part  of  your  title. 

Mr.  Rowden :  As  a  matter  of  fact,  because  some  words 
are  added  to  the  description  of  a  plaintiff  on  the  writ,  does 
the  Court  deal  with  that  on  the  same  footing  as  where 
the  writ  is 

The  Judge :  I  can  understand  a  case  where  it  does  not 
matter  a  bit.  If  a  solicitor  by  mistake  calls  a  plaintiff 
"John  James  Smith,"  and  his  name  is  "James  Rol)ertson 
Smith,'*  I  can  understand  that  it  would  not  make  much 
di£ference ;  but  I  am  not  so  sure  about  it  here. 

Mr.  Rowden  :  Does  it  make  any  difference  as  a  matter  of 
fact  ?  It  is  only  a  question  of  putting  it  there  instead  of 
stating  it  in  the  statement  of  claim.  The  notice  of  motion 
is  to  stay  all  proceedings,  and  that  my  clients  are  to  be 
ordered  to  pay  costs.  This  is  an  error  which  is  capable  of 
amendment,  and  the  Court  is  asked  to  apply  the  same  rule 
to  that  as  where  a  solicitor  issues  a  writ  in  the  name  of  a 
plaintiff  without  any  authority  at  all.  Your  Lordship  sees 
that  they  have  filed  affidavits  in  answer  to  my  writ,  so  there 
is  no  doubt  about  who  the  real  plaintiff  is. 

The  Judge :  I  follow  that.  If  you  amend  by  stating  the 
word  "  Incorporated  "  somewhere  in  the  body  of  the  writ, 
and  not  as  part  of  the  title 

Mr.  Rowden  :  I  am  told  that  if  this  had  been  pointed  out 
on  the  summons  of  direction  the  Master  must  have  given 
leave  to  amend,  and  all  expenses  of  the  motion  would  have 
been  saved.  As  a  matter  of  fact,  the  Master  would  have 
given  leave  to  amend  the  writ.  If  you  think  it  should  be 
amended 


The  Judge:  I  think  you  should  amend  it  by  striking  out 
the  words  "  Incorporated  1885  '*  in  the  title.  You  may 
state  it  in  the  body  of  the  writ  if  you  like,  and  in  the 
endorsement. 

Mr.  Rowden  :  As  regards  any  order  as  to  costs. 

The  Judge :  That  is  another  matter. 

Mr.  Rowden  :  My  position  as  regards  that  is  that  it  b  a 
pure  misconception.  I  challenge  my  learned  friend  to  pro- 
duce any  authority  for  application  to  stay  proceedings. 
This  could  be  done  on  the  summons  for  direction.  To  be 
brought  here  on  a  cross-motion  in  order  to  make  us  pay  the 
costs  of  the  motion  is  a  gross  abuse.  Really,  the  only 
principle  which  applies  to  it  at  all  is  where  there  is  no 
authority  to  issue  a  writ  at  all.  If  your  Lordship  thinks  I 
ought  to  amend,  I  have  already  asked  leave. 

The  Judge :  I  will  give  you  leave  to  amend  by  striking  out 
the  words  "  Incorporated  1885."  and  inserting  them  in  the 
description  of  claim,  if  you  like.  The  question  of  costs, 
Mr.  Terrell,  is  another  matter. 

Mr.  Terrell :  In  Chambers  they  insisted  on  the  right  to 
put  that  "  Incorporated  in  the  year  1885  "  in.  If  they  had 
said  then  that  they  would  put  it  in  the  body  of  the  claim 
there  would  have  been  no  difficulty. 

The  Judge :  There  is  no  substance  in  it. 

Mr.  Terrell :  I  submit  that  there  is  if  they  put  it  in  their 
title. 

The  Judge :  What  does  it  matter  if  they  do  ? 

Mr.  Terrell :  They  did  it  intentionally,  and  they  have 
insisted  upon  it  up  to  the  present  time.  I  will  take  the 
case  I  have  submitted  to  your  Lordship.  Supposing  I  had 
an  order  for  solicitor's  costs  against  them  I  could  not  recover 
my  costs.  If  I  had  a  judgment  against  them  I  could  not 
recover  it  and  put  a  levy  on  the  society  which  my  friend 
represents.  The  proper  step  is  to  stay.  They  went  to  the 
Master  on  the  summons  for  direction,  and  the  Master  saiJ 
the  Court  would  give  leave  to  amend,  but  they  insisted  on 
having  *'  Incorporated  '*  in  the  title,  and  I  submit  that  I  am 
entitled  to  my  costs  in  any  event. 

The  Judge :  I  think  there  has  been  a  mistake  on  both  sid«. 
I  do  not  think  I  ought  to  deal  with  it  so  severely  as  Mr. 
Terrell  suggests.  In  my  opinion  it  is  wrong.  The  words 
"  Incorporated  1885  "  ought  not  to  have  been  made  part  of 
the  title  of  the  company ;  but  I  do  not  think  that  any 
substantial  injustice  was  done,  because  I  think  the  objection 
could  just  as  well  have  been  taken  in  defence  to  the  action 
as  in  this  way.  I  think  the  plaintiffs  ought  to  amend  by 
stating  the  fact  of  their  incorporation,  but  not  as  part  of  their 
title ;  and  I  think  the  best  way  to  deal  with  the  motion  is  to 
say  there  will  be  no  costs  given  on  either  side,    j 
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Mr.   Rowden:  Your  Lordship    now   gives  me  leave   to 
amend  ? 

The  Judge :  Oh,  yes. 

The  motion  was  directed  to  stand  over  for  a  week. 


Bankruptcies  and  Insolvencies. 

KING'S  BENCH  DIVISION. 

February  28. 

(Before  Giffard,  Registrar.) 

In  re  Dallmeyer. 

Bankruptcy —Disch  arge — Conditional    Discharge — Ban  kruptcy 
Acty  1890  (53  6*  54  Vict.  c.  71),  s.  8,  subsecs.  2,  3. 

I'his  was  an  application  for  an  order  of  discharge  under 
the  Bankruptcy  Act,  1890,  section  8,  which  provides  that 
the  Court  shall,  on  proof  of  any  of  certain  facts  specified, 
either  (i.)  refuse  the  discharge;  or  (ii.)  suspend  the  dis- 
charge for  a  period  of  not  less  than  two  years;  or  (iii.) 
suspend  the  discharge  until  a  dividend  of  not  less  than 
IDS.  in  the  pound  has  been  paid  to  the  creditors ;  or  (iv.) 
require  the  bankrupt  as  a  condition  of  his  discharge  to 
consent  to  judgment  being  entered  against  him  by  the 
Official  Receiver  or  trustee  for  any  balance  or  part  of  any 
balance  of  the  debts  provable  under  the  bankruptcy  which 
is  not  satisfied  at  the  date  of  the  discharge,  such  balance 
or  part  of  any  balance  of  the  debts  to  be  paid  out  of  the 
future  earnings  or  after-acquired  property  of  the  bankrupt 
in  such  manner  and  subject  to  such  conditions  as  the 
Court  may  direct.  Three  of  such  specified  facts  were 
proved— namely,  that  the  bankrupt's  assets  were  not  of  a 
value  equal  to  los.  in  the  pound  on  the  amount  of  his 
unsecured  liabilities;  that  the  bankrupt  had  contributed 
to  his  bankruptcy  by  unjustifiable  extravagance  in  living ; 
and  that  the  bankrupt  had  on  a  previous  occasion  made  an 
arrangement  with  his  creditors. 

The  report  of  Mr.  E.  Leadam  Hough,  Senior  Official 
Receiver,  having  been  read,  and  evidence  of  the  bank- 
rupt's income  and  prospects  having  been  given, 

Mr.  Frank  Mellor  asked  that  the  bankrupt  should  be 
ordered  to  pay  the  trustee  in  the  bankruptcy  any  income 
received  by  him  over  ;£'5oo  a  year. 

Mr.  Carrington,  appearing  for  a  creditor,  supported  Mr. 
Mellor* s  application. 

Mr.  Lampard,  for  the  bankrupt,  opposed  any  order 
affecting  the  debtor's  future  earnings,  and  asked  that  the 
discharge  might  be  suspended  for  two  years  as  provided 
by  the  statute. 


Mr.  Registrar  Gififard  granted  the  discharge,  and  ordered 
the  bankrupt,  after  setting  aside  £$00  a  year  out  of  his 
earnings  for  his  own  support,  to  pay  the  surplus,  if  any, 
to  the  trustee,  until  the  creditors  should  have  received  los. 
in  the  pound  on  their  debts;  yearly  accounts  to  be 
rendered  by  the  bankrupt. 

(22  Times  Law  Reports,  337.) 


KING'S  b?:nch  division. 

March  x. 

(Before  Hope,  Registrar.) 

In  re  Hencke. 

Bankruptcy — Composition  ^Acceptance  after  public  examination 
concluded— Reopening  Examination — Bankruptcy  Acts, 
1883  (46  <§•  47  Vict,  c.  52),  subsecs.  23  (i),  104  (i) ;  and 
1890  (53  6*  54  Vict,  c.  71),  s.  3. 

This  was  an  application  for  the  approval  of  a  proposal 
of  composition  under  the  Bankruptcy  Act,  1883,  section  23. 
The  debtor  was  adjudged  bankrupt  on  October  11  1904; 
his  public  examination  was  concluded  on  November  24 
1904 ;  and  at  a  general  meeting  held  on  January  x6  1906 
a  proposal  for  a  composition  was  accepted  by  a  statutory 
majority  of  his  creditors.  The  proposal  having  been 
accepted  after  the  conclusion  of  the  public  examination, 
the  question  arose  whether  the  law  applicable  to  the  case 
required  that  the  public  examination  of  the  bankrupt 
should  .be  reopened  and  reconcluded  before  the  Court 
could  approve  the  proposal.  Mr.  Registrar  Hope  approved 
the  proposal  on  February  22  last  subject  to  the  determina- 
tior  of  this  question. 

Mr.  Registrar  Hope :  The  question  has  been  raised 
before  me  whether,  when  a  debtor  after  he  has  been 
adjudicated  bankrupt  brings  in  a  scheme  of  arrangement 
at  a  meeting  of  his  creditors  held  after  the  first  meeting 
of  creditors  has  been  held  and  the  public  examination  has 
been  concluded,  it  is  necessary  to  reopen  the  public 
examination  before  approval  by  the  Court.  My  opinion  is 
that  it  is  not  necessary ;  but  I  reserved  my  decision,  as  it 
was  said  that  the  practice  had  not  been  uniform.  The 
other  Registrars  concur  in  my  view,  although  there  have 
been  cases  in  which  the  public  examination  has  been 
reopened  under  these  circumstances.  We  consider  that 
it  need  not  be  reopened,  but  that  under  the  general  powers 
of  the  Bankruptcy  Act,  1883,  section  104  (i),  it  can  if  neces- 
sary be  reopened,  although  this  should  be  done  only  in 
those  cases  where  there  appears  to  be  a  good  reason  for 
further  investigation  for  the  information  of  the  creditors  or 
the  Court.    As  the  matter  was  discussed  before  me  I  will 
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express  my  own  reasons.  Under  the  Bankruptcy  Act, 
1883,  section  23  (i),  where  a  debtor  is  adjudged  bankrupt 
the  creditors  may,  if  they  think  fit,  at  any  time  after  the 
adjudication  resolve  to  entertain  a  proposal  for  a  com- 
position or  a  scheme ;  "  and  thereupon  the  same  proceed- 
"^  ings  shall  be  taken  and  the  same  consequences  shall  ensue 
"  as  in  the  case  of  a  composition  or  scheme  accepted  before 
"  adjudication."  There  is  no  limit  as  to  time  imposed  upon 
the  creditors  by  the  terms  of  that  section,  provided  that 
the  debtor  has  been  adjudicated,  whereas  before  adjudica- 
tion they  are  restricted  as  to  time,  for  in  that  case  they 
must  meet  before  the  conclusion  of  the  public  examina- 
tion— Bankruptcy  Act,  1890,  section  3  (2).  Up  to  the  point, 
therefore,  when  a  composition  or  scheme  is  "entertained  " 
— Bankruptcy  Act,  1883,  section  23  (i) — by  the  creditors 
(which  must  be  the  same  as  "accepted  "  by  the  creditors 
in  other  sections),  it  seems  to  me  that  there  is  a  difference 
of  procedure  in  the  two  cases ;  but  I  think  that  when  the 
creditors  have,  exercised  their  powers  in  either  case  then 
the  subsequent  proceedings  to  be  taken  are  the  same  in 
one  case  as  in  the  other.  That  is  to  say,  the  provisions  of 
the  Bankruptcy  Act,  1890,  section  3  (5)  to  (19)  inclusive, 
relating  to  proceedings  in  Court  and  consequences  to  the 
creditors,  the  debtor,  and  others,  take  effect  in  both  cases  ; 
and.  so  far  as  these  subsequent  proceedings  are  concerned, 
the  matter  can  go  forward  provided  the  public  examination 
has  been  concluded — Bankruptcy  Act,  1890,  section  3  (6). 
The  alternative  construction  of  section  23  (i)  which  has 
been  suggested  is  that  the  later  words  "  and  thereupon  the 
same  proceedings  shall  be  taken,"  &c.,  import  the  Bank- 
ruptcy Act,  1890,  section  3  (2),  into  the  proceedings  of  the 
creditors,  so  that  the  meeting  at  which  the  creditors  enter- 


tain or  accept  the  composition  or  scheme  must  be  held 
before  the  public  examination  is  concluded ;  and  coDs^ 
quently  in  the  case  I  am  dealing  with  the  public  exami- 
nation would  have  to  be  reopened.  I  think,  however,  that 
such  a  construction  is  strained,  and  that  the  natural  coc- 
struction  is  that  proceedings  and  consequences  sabsequen! 
to  the  proposal  being  entertained  or  accepted  by  tbe 
creditors  and  only  those  proceedings  and  consequences  are 
to  be  the  same  in  the  case  o<f  a  composition  or  scheme 
accepted  after  adjudication  as  in  a  composition  or  scheme 
accepted  before  adjudication.  It  is  worth  noticing,  as  Mr. 
Hansen  pointed  out,  that  under  the  repealed  section  18  (31 
of  the  Bankruptcy  Act,  1883,  which  did  not  contain  a  pro- 
vision like  the  Bankruptcy  Act,  1890,  section  3  (2),  the  sub- 
sequent or  confirmatory  meeting  of  creditors  could  not  be 
held  until  after  the  public  examination  was  concluded. 
It  would,  therefore,  have  been  in  order  for  the  composi- 
tion or  scheme  to  be  accepted  by  the  creditors  after  the 
conclusion  of  the  public  examination.  It  is  unlikely  that 
the  Legislature  intended  in  i8go  to  restrict  the  power  of 
the  creditors  as  to  holding  meetings  after  adjudication  by 
incidentally  incorporating  into  the  Bankruptcy  Act,  1883, 
section  23  (i),  words  which  are  primarily  employed  in  the 
Bankruptcy  Act,  1890,  section  3  (2),  with  reference  to 
schemes  before  adjudication.  I  therefore  hold  that  the 
public  examination  need  not  be  reopened,  having  regard 
to  the  construction  of  the  statutes.  But  I  am  of  opinion 
that  the  Bankruptcy  Act,  1883,  section  104,  gives  power 
to  reopen  it  if  desirable.  In  the  case  I  have  to  consider 
nothing  has  been  brought  to  my  notice  which  makes  it 
desirable. 

(22  Times  Law  Reports^  338.) 
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Accountancy  and  Auditing. 

CHANCERY  DIVISION. 

March  16. 

(Befaro  Wakrington,  J.) 

The  5ociety  of  Accountants  and  Auditors  1;. 

Qoodway  and  the  London  Association 

of  Accountants,  Llm. 

What    is    an    Incorporated   Accountant?  —  Trade    Name  — 
Exclusive   User — Application  for  Injunction. 

Mr.  Rowden,  K.C.,  appearing  with  Mr.  Kirby,  said  in 
the  action  of  The  Society  of  Accountants  and  Auditors  v. 
Goodway  and  The  London  Association  of  Accountants,  Lim., 
he  had  a  motion  for  an  injunction  in  which  be  was  in  a 
position  to  move  for  an  order. 

Mr.  H.  Terrell,  K.C.,  said  he  was,  with  Mr.  Ash  ton 
Cross,  fox  the  defendants,  and  there  was  a  great  deal  of 
conflict  in  the  evidence  that  had  been  filed.  They  wished 
the  matter  disposed  of  finally  as  soon  as  possible,  and 
what  be  suggested  was  that  his  Lordship  should  fix  an 
early  day  for  hearing  the  action  with  witnesses,  and  then 
they  could  dispose  oif  it  once  for  all. 

His  Lordship  said  he  understood  it  was  an  important 
question  not  only  between  the  -parties,  but  generally. 

Mr.  Rowden  replied  that  no  doubt  it  affected  a  con- 
siderable numibeir  of  persons,  and  they  were  very  anxious 
to  get  something  in  the  nature  of  relief  or  protection. 
Their  view  was  that  it  was  not  so  much  a  serious  conflict 
of  evidence  as  a  question  of  law.  It  was  not  a  case  which 
he  was  not  justified  in  bringing  on  on  motion,  because 
every  day  they  were  getting  complaints.  They  had  been 
carrying  on  business  for  twenty  years,  and  it  was  most 
essential  that  they  should  get  something  in  the  nature  of 
interlocutory  relief. 

Mr.  Terrell  agreed  that  there  was  a  serious  question  of 
law,  but  his  friends  had  filed  affidavits  last  night  which 
defendants  might  want  to  answer.  It  would  be  better  if 
his  Lordship  could  fix  it  for  hearing,  say,  in  a  fortnight's 
time. 

Mr.  Rowden  said  he  would  not  ordinarily  ask  for  an 
order  where  there  was  a  question  of  fact,  but  he  could 
shorten  it  to  this  extent :  It  was  a  question  of  the  user 
of  the  words  **  Incorporated  Accountant." 

Mr.  Terrell  said  he  thought  that  even  if  plaintiffs  got 
the  point  of  law  decided  they  could  not  ask  for  an  order, 
because  then  the  question  of  the  credibility  of  the  evidence 
would  have  to  be  determined. 

Mr.  Rowden  said  he  did  not  agree.  His  difficulty  was 
that  they  could  not  get  ready  for  trial  for  some  time.  It 
was  most  important  to  plaintiffs  that  they  should  get 
some  order. 


Mr.  Terrell  said  he  should  want  to  answer  the  evideace 
flled  last  night. 

Mr.  Rowden  said  if  that  evidence  was  objected  to  he 
would  withdraw  it.  There  were  two  defendants,  Good- 
way,  who  was  an  accountant  at  Birmingham,  and  the 
London  Association  pi  Accountants,  Lim.  In  the  notice' 
of  motion  plaintififs  asked  for  an  injui]x:tion  that  Goodway 
might  be  restrained  from  using  in  coimection  with  his 
business  of  an  accountant  and  debt  collector  the  title  or 
designation  of  "Incorporated  Accountant,"  and  from 
using  letters,  notices,  circulars,  or  other  advertisemeoits 
designating  him  Incorporated  Accountant,  or  leading  to 
the  belief  that  he  was  a  memiber  of  the  plaintifi  society. 
As  against  the  other  defendants,  that  they  might  be 
restrained  from  holding  out  or  representing  by  advertise- 
ments or  otherwise  that  its  members  were  entitled  to  use 
any  such  designation.  Until  twenty-five  years .  ago  the 
profession  of  accountants  seemed  to  have  had  no  formal 
organisation  at  all.  In  x88o  the  Institute  off  Chartered 
Accountants  was  formed  under  Charter,  and  five  years 
later  the  plaintiff  Society  was  registered  under  the  Com- 
panies Act  1862,  with  licence  from  the  Board  of  Trade 
that  the  use  of  the  word  "  limited  **  might  be  dispensed 
with.  Since  then  it  had  existed  as  an  organisation  for 
promoting  the  interests  and  position  of  accountants.  Its 
members  were  divided  into  two  classes,  Fellows  and 
Associates.  It  had  2,000  members  all  over  the  country, 
and  for  twenty  years  had  conducted  examinations  which 
seemed  to  be  very  dond  fide  tests.  Their  primary  object 
was  to  raise  the  status  of  accountants,  and  they  were  very 
careful  who  they  admitted  as  members,  there  being  a  Com- 
mittee to  exercise  control  over  the  members.  They  also 
had  branches  in  various  large  towns,  such  as  the  Man- 
chester District  Society  of  Accountants  and  Auditors. 
The  most  important  point  was  this.  Shortly  after  plain- 
tiff Society  was  started  it  was  found  desirable  to  adopt 
as  the  designation  of  their  members  when  they  received 
certificates  after  examination  the  name  "Incorporated 
Accountant.'*  There  would  be  a  very  considerable  body 
of  evidence  before  the  Court  that  that  name  had  come  to 
mean  a  member  of  the  plaintiff  Society.  That  was  denied 
on  the  other  side,  but  the  general  reputation  of  the 
Society  would  be  proved  very  clearly  from  the  evidence, 
the  effect  of  which  was  that  up  to  this  time  the  two 
Societies^he  Chartered  Accountants  with  their  red 
book  and  the  Incorporated  Accountants  with  their  blue 
book — ^had  been  the  two  recognised  bodies  of  accountants. 
Last  year  the  defendant  Association  was  started,  and 
almost  from  the  very  first  they  recommended  their 
members  to  use  the  title  "Incorporated  Accountant," 
and  it  seemed  that  great  importance  was  attached  to  the 
title.  A  member  of  an  incorporated  society  was  entitled 
to  appear  in  bankruptcy  proceedings.    That  would  extend 
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to  a  member  of  the  defendant  Society.  The  only  question 
therefore  was  as  to  the  use  of  the  word  "Incorporated.'* 
Plaintiffs'  complaint  was  chiefly  in  respect  of  the  use  of 
that  word.  Defendants  had,  no  doubt,  suggested  to  their 
members  that  they  should  add  to  the  words  Incorporated 
Accountant  "London  Association,"  but  they  claimed  the 
right  to  dispense  with  those  words,  and  no  doubt  in 
practice  the  two  latter  words  often  dropped  out.  They 
had  Associates  and  Fellows,  and  they  admitted  a  lower 
grade  of  the  profession  than  plaintiffs  did — namely,  rent 
and  debt  collectors.  Their  position  was  also  different  as 
regards  examinations.  He  put  plaintiffs'  case  in  this  way. 
He  invoked  an  analogy  of  a  trade-name,  and  it  was  said 
that  he  was  claiming  a  monopoly  of  what  was  a  mere 
trade  description.  It  was  the  Society  that  was  incorpo- 
rated, not  the  individual  members,  and  he  should  submit 
that  "  Incorporated  Accountant  " — if  it  had  any  primary 
meaning — meant  a  person  who  was  a  member  of  a 
Society  existing  for  the  bene(ftt  of  such  a  profession  as 
accountants.  He  thought  that  helped  his  case  and 
weakened  the  suggestion  that  this  was  a  mere  descriptive 
term  to  which  he  had  no  right  of  monopoly. 

His  Lordship  :  How  do  you  put  the  interest  of  the  plain- 
tiff Society?  Do  you  mean  that  they  will  suffer  by  not 
getting  so  many  members? 

Mr.  Rowden  said  there  was  a  right  in  a  society  existing 
for  the  benefit  of  a  profession  to  have  their  interests  pro- 
tected. He  proceeded  to  quote  the  judgment  in  a  Scotch 
case  of  similar  character.  That  judgment  was,  he  thought, 
distinctly  in  his  favour,  for  it  was  there  laid  down  that 
all  those  connected  with  a  profession  or  trade  had  a  legal 
right  to  prevent  the  assumption  of  their  status  by  other 
persons  who  were  not  similarly  members.  It  was  also  said 
that  if  a  public  body  had  adopted  a  name,  and  the  adop- 
tion of  that  name  by  the  members  of  that  body  was 
generally  accepted  by  the  public  as  understood  to  apply 
only  to  the  members  of  that  body,  they  had  a  legal  right 
to  prevent  any  miauthorised  use  of  that  name  by  persons 
outside  that  body. 

His  Lordship  said  be  understood  the  foundation  of  the 
judgment  was  that  when  a  public  body  had  adopted  a 
name  which  its  members  should  apply  to  themselves,  and 
when  the  public  accepted  that  name  as  meaning  members 
of  that  body,  then  there  could  be  no  unauthorised  use  of  it. 

Mr.  Rowden  agreed.  He  then  proceeded  to  read 
affidavits  in  support  of  his  motion.  James  Martin,  the 
Secretary  of  the  plaintiff  Association,  set  forth  in  his 
aflBdavit  the  aims  and  objects  of  the  Association,  which 
was  to  provide  a  central  organisation  for  accountants  to 
elevate  their  status  and  advance  the  interests  of  the  pro- 
fession. Owing  to  the  care  with  which  members  were 
selected,  and  the  supervision  of  the  Committee  of  Exami- 
nation, the  members  were  generally  known  to  be  men  of 


unquestionable  character  and  good  standing.  It  being 
found  desirable  to  adopt  some  words  which  should 
designate  the  users  as  members  of  the  Society,  the  words 
"  Incorporated  Accountant "  were  adopted,  and  had  been 
used  for  some  years,  and  were  now  well  known  by  the 
public  as  indicating  a  member  of  the  plaintiff  Society. 
It  had  come  to  the  knowledge  of  the  Society  that  many 
persons  who  were  not  members  of  the  plaintiff  Sockty 
were  using  the  words  "Incorporated  Accountant,"  and 
complaints  were  constantly  being  made  in  consequence. 
The  defendant  Association  had  recommended  that  thei: 
members  should  call  themselves  Incorporated  Account- 
ants, and  add  the  words  "  London  Association  "  after, 
and  which,  they  said,  would  make  them  safe,  but  in  many 
cases  it  had  been  found  that  the  later  words  had  been 
dropped  out.  The  affidavit  further  said  it  was  highly 
prejudicial  for  members  of  the  plaintiff  Society  to  have 
this  state  of  things  existing,  so  that  it  was  impossible  to 
tell  who  were  and  who  were  not  members  of  the  Society. 
Counsel,  in  conclusion,  read  a  number  of  other  affidavits, 
and  said  he  should  contend  that  the  use  of  these  words 
after  the  name  indicated  that  the  user  was  a  member  of 
the  plaintiff  Society,  and  was  a  man  of  high  professional 
standing  and  capacity. 

Mr.  Terrell  read  affidavits  for  the  defence.  That  of  Mr. 
Lewis,  the  Secretary  of  the  defendant  Association,  set  out 
the  objects  and  rules  of  the  Association,  and  said  though 
it  had  only  been  in  existence  for  about  a  year,  it  had  over 
400  members,  many  of  whom  were  men  of  high  profes- 
sional skill  and  standing,  among  these  being  Chartered 
Accountants.  In  no  case  was  a  person  allowed  to  become 
a  member  unless  he  had  satisfied  the  Council  he  possessed 
the  necessary  amount  of  professional  skill  and  was  a 
person  of  good  standing.  In  July  1905  the  Association 
decided  to  recommend  its  members  to  use  the  words 
"Incorporated  Accountants,  London  Association,"  after 
their  names,  which,  they  held,  was  a  concise  and  con- 
venient description  of  their  profession.  No  doubt  some 
members  of  the  plaintiff  Society  called  themselv^ 
"Incorporated  Accountants,"  and  the  defendant  Asisocia- 
tion  had  no  desire  to  represent  to  the  public  that  the 
membei:s  of  the  defendant  Association  were  members  of 
the  plaintiff  Society,  or  to  cause  any  inconvenience  or 
annoyance  to  the  plaintiff  Society.  The  defendant 
Association  had  never  recommended  their  members  to 
use  the  words  "  Incorporated  Accountants  "  only  without 
the  addition  of  the  words  "London  Association."  The 
members  of  the  plaintiff  Society  had  no  exclusive  right  to 
use  the  words  "  Incorporated  Accountants,"  and  it  was  not 
known  generally  to  designate  only  members  of  the 
plaintiff  Society. 

His  Lordship :  Is  there  evidence  fro^how  that|Bny  other 
people  use  the  same  words?    J  by  V^rjOOV  Iv 
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Mr.  Terrell  thought  there  was.  The  only  professional 
designation  generally  recognised  by  the  public  to  any 
extent  was  that  of  "  Chartered  Accountant,"  and  the  plain- 
tiff Society  had  not  the  exclusive  right  to  the  use  of  the 
words,  as  there  was  a  Scotch  Society  which  was  entitled 
to  the  same  words.  The  memorandum  of  the  plaintiff 
Society  contained  no  statement  that  the  members  were 
entitled  to  use  the  words,  and  it  was  denied  that  the  use 
of  the  words  "Incorporated  Accountant"  was  generally 
accepted  as  indicating  members  of  the  plaintiff  Society. 

His  Lordship :  You  have  said  in  general  terms  that  the 
designation  "  Incorporated  Accountant "  is  not  confined  to 
the  plaintiffs.  I  am  waiting  for  evidence  to  show  that 
other  people  use  it. 

Mr.  Terrell  said  he  thought  it  was  admitted  that  a  good 
many  members  of  the  plaintiff  Society  did  not  use  the 
words  "Incorporated  Accountant."  Reading  further 
afi: davits,  counsel  said  Mr.  Priddle,  a  member  of  the 
Civil  Service  and  of  the  Chartered  Institute  of  Secretaries, 
said  he  was  President  of  the  Council  of  the  defendant 
Association.  There  was  no  justification  for  the  allegation 
that  it  was  formed  for  the  purpose  of  conferring  on  its 
members  or  enabling  them  to  use  the  description  "Incor- 
porated Accountant."  There  had  never  been  the  slightest 
desire  on  the  part  of  the  Association  or  its  Council  to 
induce  the  public  to  believe  that  members  of  it  were 
members  of  the  plaintiff  Society,  or  to  cause  any  confusion 
in  the  m^ter. 

Mr.  Tiddeman,  solicitor  to  the  defendant  Association, 
said  he  had  ascertained  from  inquiries  that  many 
members  of  the  plaintiff  Society  did  not  describe  them- 
selves in  their  business  as  Incorporated  Accountants. 

Mr.  Hawley,  J. P..  a  retired  bajik  manager,*  with  fifty 
years*  city  experience,  said  he  was  satisfied  that  among 
business  men  the  term  "  Incorporated  Accountant "  was 
unknown,  and  did  not  imply  a  member  of  any  particular 
Association. 

Mr.  George  Alfred  Goodway  said  he  had  been  a  public 
accountant  in  Birmingham  and  Handsworth  for  seven 
years.  It  was  altogether  untrue,  as  suggested,  that  the 
title  "  Incorporated  Accountant "  was  well  known  as 
meaning  a  member  of  the  plaintiff  Society.  It  indicated 
only  what  it  meant,  and  he  had  used  it  in  entire  good 
faith,  and  not  for  the  purpose  of  misleading  anyone. 
Many  members  of  the  plaintiff  Society  in  Birmingham 
did  not  use  the  description.  The  use  of  the  term  was 
important  to  him,  having  regard  to  the  provisions  of  the 
Revenue  Act,  1903  (as  mentioned  by  Mr.  Rowden).  The 
business  of  debt  collecting  was  a  small  part  of  his  busi- 
ness, and  members  of  the  plaintiff  Society  also  did  the 
same  business. 


His  Lordship  said :  Having  regard  to  the  fact  that  this 
was  an  interlocutory  application,  where  was  the  evidence 
that  the  term  carried  with  it  to  the  public  the  meaning 
that  the  person  using  it  was  a  member  of  the  plaintiff 
Society?  He  did  not  say  they  would  not  prove  it  at  the 
trial. 

Mr.  Rowden  said  the  evidence  showed  that  a  large 
number  of  the  plaintiffs'  members  had  called  themselves 
Incorporated  Accountants ;  not  all  of  them,  but  there 
were  2,000  members,  and  they  could  not  all  give  evidence. 
There  was  also  the  fact  that  there  was  no  other  Society 
until  the  defendants  started. 

His  Lordship :   But  that  is  not  enough. 

Mr.  Rowden  said  plaintiffs  had  always  acted  on  the 
footing  that  they  could  stop  anyone  else  from  using  the 
name.  They  proved  actual  user  by  a  large  number  of 
their  own  members,  and  said  that  nobody  else  had  used  it. 
When  anyone  else  had  called  themselves  an  Incorporated 
Accountant  plaintiffs  had  always  stopped  it. 

Mr.  Terrell :  That  is  no  evidence.  You  have  objected, 
and  they  have  acquiesced  in  your  objection ;  that  is  all. 

Mr.  Rowden  agreed  that  he  had  to  show  a  primd  facie 
case  on  an  interlocutory  application. 

His  Ix>rdship :  Strictly  speaking,  such  evidence  as  there 
is  of  reputation  is  against  you.  Defendants  state  as  a  fact 
that  the  name  is  not  known  to  the  public.  It  is  a  serious 
thing  to  stop  anyone's  business  unless  the  evidence  is 
pretty  clear. 

Mr.  Rowden  submitted  there  was  enough  evidence  to 
succeed  on  an  interlocutory  application. 

JUDGMENT. 

His  Lordship,  in  giving  judgment,  said  the  evidence  for 
the  plaintiff  Society  in  this  case  was  defective  in  this 
respect :  That  its  members  had  only  generally  and  not 
universally  used  the  name  "  Incorporated  Accountant "  in 
connection  with  their  business.  They  had  also  proved 
that  until  recently  there  had  been  no  other  Society,  the 
members  of  which  had  used  that  title.  But  they  bad  failed 
to  prove— and  as  far  as  there  was  any  evidence  at  all  it 
was  the  other  way — ^that  use  by  them  of  that  name,  and 
the  absence  of  the  use  of  that  name  by  other  persons,  had 
caused  it  to  acquire  that  reputation  with  the  public  which 
was  essential  in  order  that  plaintiffs  should  maintain  the 
action.  He  thought  it  was  better  that  he  should  say  no 
more  about  the  merits  of  the  case.  All  he  said  now  was 
that  for  the  purpose  of  an  interlocutory  application  the 
evidence  was  not  sufficient.  He  must  therefore  refuse  the 
motion  with  the  usual  result,  the  defendants'  costs  of  the 
motion  to  be  defendants'  costs  in  the  action.        i  j 
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LORD  MAYOR'S  COURT. 

March  13. 

(Before  Mr.   Bosanquet,   K.C,   Common  Serjeant,   and 
a  Jury.) 

Camin,  Corbids;e  &  Metcalf  v.  Qoffin. 

Accountancy    Charges  —  Personal    Liability    of    Director    to 
Company, 

Messrs.  Camm,  Corbidge  &  Metcalf,  Chartered 
Accountants,  of  Coleman  Street,  sued  Mr.  C.  Coffin  for 
aocouiKtancy  work  done  at  the  request  of  the  defendant 
for  William  Poole  &  Co.,  Lim.,  of  Norwood.  Mr.  Lewis 
Thomas  (instructed  by  Mr.  Williams)  was  counsel  for  the 
plaintiffs,  and  the  defendant  conducted  his  case  in  person. 
For  the  plaintiffs  Mr.  Corbidge  said  his  firm  had  done 
work  for  the  company,  and  there  was  a  balance  of 
£^i  IDS.  due.  In  October  1903  the  defendant  requested 
the  plaintiffs  to  post  up  the  books,  and  the  work  was  done 
on  the  defendant  promising  payment,  and  saying  he  would 
get  a  guarantee  for  the  balance  then  owing.  The  company 
had  since  gone  into  liquidation,  and  the  defendant  was  the 
receiver.  The  defence  was  that  the  work  was  ordered  to 
be  done  by  the  defendant  as  the  chairman  of  the  company. 
Therefore  he  was  not  personally  liable.  The  jury  returned 
a  verdict  for  the  defendant. 

(City  Press.) 


The  jury  found  a  verdict  for  the  plaintiff  for  the  return 
of  the  books,  and  ;^io  as  damages. 

(City  Press.) 


LORD  MAYOR'S  COURT. 

March  15. 

(Before  Mr.  Bosanquet,  K.C,  Common  Serjeant,  and  a 

Common  Jury.) 

Dalgleish  v.  Meadowcroft. 

Accountant  and  Client— Claim  for  Return  0/  Books— Alleged 

Lien. 
Mr.  W.  H.  Dalgleish,  manufacturer  of  toilet  requisites, 
of  Soho  Square,  sued  Mr.  J.  S.  Meadowcroft,  accountant, 
of  Moorgate  Street,  to  recover  possession  of  certain  books, 
and  for  damages  for  injury  done  to  him  in  his  business  by 
reason  of  the  detention.  ITie  defendant  alleged  that  he 
had  a  lien  upon  the  books  for  charges  for  work  done. 

It  seemed  that  the  plaintiff  applied  to  the  defendant  for 
financial  assistance  for  business  development.  In  order 
thai  inquiries  might  be  made,  certain  books  were  left  with 
the  defendant.  Subsequently  the  defendant  said  he  could 
not  finance  the  plaintiff.  That  gentleman  then  applied 
for  the  return  of  his  books,  and  was  told  that  they  would 
be  returned  upon  certain  charges  being  paid.  Those 
charges  the  plaintiff  declined  to  pay.  I'he  defence  was 
that  clerks'  time  was  expended  upon  the  examination,  and 
charges  were  incurred. 


Bankruptcies  and  Insolvencies. 

LORD  MAYOR'S  COURT. 

February  16. 

(Before    Mr.    V.     S.    Jackson,    Assistant   Judge,  sitting 

without  a  Jury.) 

Tomlin  &  Co.  v.  Woodley. 

Veed  0/    Arrangement  —  Dissentient   Creditor  —  Liabthly  of 
Trustee, 

Mr.  Tomlin,  trading  as  Tomlin  &  Co.,  forage 
merchants,  sued  Mr.  J.  R.  Woodley,  an  accountant,  for 
;£io  166.  9d.,  money  received  on  plaintiff's  behalf.  It 
appeared  that  the  defendant  had  had  dealings  with  ooc 
£win,  who  in  1904  got  into  financial  difficulties  and 
entered  into  a  deed  of  assignment.  The  defendant  was  the 
trustee  under  the  deed.  The  business  was  sold  to  one 
Dean  foe  a  sum  calculated  to  pay  the  creditors  15s.  in  the 
pound.  The  plaintiff  and  Mr.  £win  had  cross  transac- 
tions, and  the  former  did  not  enter  into  the  deed.  The 
sum  agreed  as  bedng  due  to  the  plaintiff  was  £1^  9s.,  and 
at  X5S.  in  the  pound  that  represented  ;^io  i6s.  pd.  As  a 
result  of  correspondence  and  interviews,  the  plaintifi's 
solicitors  suggested,  from  the  information  gi\-en  by  the 
defendant,  that  the  plaintiff  should  join  in  the  deed,  and 
accept  I2S.  6d.  in  the  pound.  The  plaintiff,  however, 
learned  that  Mr.  Dean  had  forwarded  to  the  defendant  a 
cheque  in*  payment  of  the  sum  due.  The  plaintifi's 
solicitors  thereupon  wrote  demanding  payment.  The 
defendant,  in  answer,  said  that  the  cheque  was  received 
by  him  as  part  of  the  purchase-money,  and  must  go  to  the 
credit  of  the  estate.  Mr.  Dean,  called  for  the  plaintifi, 
said  he  marked  the  cheque  ^  Re  J.  Tomlin."  Mr.  J.  R. 
Woodley  said  that  the  total  money  due  to  the  estate  was 
not  received  until  December,  and  the  money  in  hand  could 
not  be  distributed  until  after  the  settlement  of  the  action. 
The  sum  of  7s.  6d.  in  the  pound  due  to  the  plaintifi  had 
been  paid  into  Court.  Since  then  the  full  balance  of 
£^  I2S.  3d.  had  been  paid  into  Court,  making  a  total  of 
£<)  OS.  8d.  The  dispute  was  over  £1  i6s.  id.  The  plaintiff 
could  not  be  put  on  a  different  footing  from  the  other 
creditors,  and  the  solicitors  had  given  what  was  con- 
sidered to  be  an  assent  to  come  in  tmder  the  deed. 

The  Assistant  Judge  found  a  verdict  for  the  plaintiff. 

DiiWz^cr^  Google 
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A  dministrations. 

CHANCERY  DIVISION. 

March  i6. 

(Before  Swinfen-Eady,  J.) 

In  re  Sharp;  Ricketts  v.  Ricketts. 

IVill — A  nnuity — Income  Tax — Deduction-- Liability — Trustee 
Ad,  1888  (51  &>  52  Vict,  c,  52),  $.  8. 

This  was  an  originating  summons  to  determine  whether 
certain  trustees  had  been  right  in  paying,  and  would  be  right 
in  continuing  to  pay,  the  annuities  bequeathed  by  the 
testator  without  deducting  income-tax ;  and,  if  not,  whether 
they  had  rendered  themselves  liable  to  refund  to  the  estate 
the  sums  overpaid  to  the  annuitants  through  non-deduction 
of  the  tax.  The  testator  died  in  1877,  having  by  his  will 
bequeathed  the  residue  of  his  estate  to  trustees  on  trust  for 
sale,  conversion,  and  investment,  and  out  of  the  income  to 
pay  annuities  to  his  widow,  three  daughters,  and  a  daughter- 
in-law,  and  to  accumulate  the  surplus  for  21  years  from  his 
death,  the  accunrulations  to  be  added  to  the  capital,  but 
with  power  to  resort  thereto  in  any  year  when  the  income 
should  be  insufficient  for  payment  of  the  annuities.  The 
capital  was  to  be  divided  after  the  death  of  the  last  annuitant 
among  the  testator's  grandchildren,  as  was  also  the  surplus 
income  after  the  expiry  of  the  period  of  accumulation.  One 
of  the  annuitants  (the  widow)  was  a  trustee  named  in  the 
will.  She  died  in  1882,  when  Sarah  Sharp,  one  of  the 
daughters  (also  an  annuitant),  was  appointed  in  her  place. 
Sarah  died  in  1901,  and  a  third  annuitant  was  also  dead.  The 
ncome-tax  on  the  whole  income  of  the  trust  fund  was  always 
abated  before  the  income  came  to  the  hands  of  the  trustees, 
and  they  had  been  accustomed  ever  since  the  testator's  death 
to  pay  or  retain  the  several  annuities  in  full  without  making 
any  deduction  of  tax  as  against  the  annuitants.  Two  new 
trustees  had  of  late  years  been  appointed,  and  they  took  out 
this  summons  against  William  Richard  Rickett,  the  only 
original  continuing  trustee,  who  also  represented  the  estate 
of  the  widow,  and  was  one  of  the  executors  of  Sarah,  and 
against  Sarah's  other  executors. 

The  following  authorities  were  cited  : — Abadam  v.  Abadatn 
(33  Beav. 475,478),  Warrenv.  Warren  (11  The  Times  L.R.  355  ; 
43  W.R.  490 ;  72  L.T.  628),  Clerical,  <&^.,  Assurance  Society  v. 
Carter  (4  The  Times  L.R.  690;  21  Q.B.D.  339,  347), /»  re 
Home;  Wilson  v.  Cox-Sinclair  (1905,  i  Ch.  76) ;  Income  Tax 
Acts,  1842,  section  102 ;  and  1853,  section  40;  Revenue  (No. 
i)  Act,  1864,  section  15  ;  and  Trustee  Act,  i888,  section  8. 

JUDGMENT. 

Mr.  Justice  Swinfen-Eady,  in  giving  judgment,  said  it 
was  clear  the  tax  ought  to  have  been  deducted  and  must  be 
deducted  in  respect  of  future  payments,  there  being  nothing 
in  the  will  to  exempt  the  annuitants  from  bearing  it.  As  to  the 


liability  of  the  trustees,  there  had  been  a  breach  of  trust  in 
regard  to  such  part  of  the  payments  made  as  represented 
the  tax.  But  it  was  an  innocent  breach,  and,  so  far  as  it 
occurred  more  than  six  years  ago,  was  barred  by  the  Trustee 
Act,  1888,  and  the  Statute  of  Limitations,  except  where  a 
trustee,  being  also  an  annuitant,  had  not  paid  but  retained 
the  excess.  All  excess  so  retained,  and  all  excess  paid 
within  six  years,  must  consequently  be  refunded  by  the 
trustees  so  paying  or  retaining  or  the  estates  of  such  as  were 
dead. 

(22  Times  Law  Reports,  368.) 


CHANCERY  DIVISION. 

January  11  1905. 

(Before  Kekewich,  J.) 

Re  Francis ;  Barrett  v.  Fisher. 

Will —Directors'  Fees — Capital  or  Income — Trustees  for  Life- 
Tenant  and  Remainderman. 

Adjourned  summons.  The  question  raised  by  the  trustees 
of  the  will  of  Samuel  William  Francis,  deceased,  the 
testator,  was  whether  remuneration  received  by  them  as 
directors  of  a  limited  company  was  to  be  accounted  for  by 
them  and  treated  as  income  or  as  capital,  as  being  an 
accretion  to  capital  of  the  shares  belonging  to  the  trust 
estate.  The  summons  originally  came  before  the  Court  on 
the  1st  December  1904,  upon  the  point  whether  the 
applicants  were  entitled  to  retain  the  remuneration  paid  to 
them  as  directors,  when  his  Lordship  decided  that  it 
belonged  to  the  trust  estate,  and  the  summons,  being 
amended  so  as  to  raise  the  present  point,  was  ordered  to  go 
into  the  retained  list. 

On  December  30th  1899  a  company  was  registered  under 
the  provisions  of  the  Companies  Acts,  1862  to  1898,  in  the 
name  of  "  S.  W.  Francis  and  Co.,  Lim.,"  for  the  pur- 
pose of  taking  over  the  business  assets  and  liabilities  of  a 
revolving-shutter  maker,  which  had  been  carried  on  for 
many  years  by  the  testator,  Samuel  W.  Francis,  in  Gray's 
Inn  Road,  London. 

The  capital  of  the  company  was  ;f  60,000,  divided  into 
preference  and  ordinary  shares. 

By  clause  75  of  the  company's  articles  of  association  it 
was  provided  that  the  testator  should  be  the  governing 
director  of  the  company  until  he  resigned  the  office  of 
director  or  died,  and  whilst  he  retained  that  office  should 
exercise  all  powers  vested  in  the  board.  Under  clause  78,  if 
the  testator  died  whilst  he  held  the  office  of  governing 
director,  he  might  by  his  will  or  any  codicil  thereto 
appoint  any  person  to  be  governing  director  in  his  place. 

By  clause  80 : — *'  When  the  said  Samuel  W.  Francis 
"  ceases  to  be  governing  director,  the  company  in  general 
'*  meeting  may,  but  without  prejudice  to  article  78,  appoint 
"  any  persons  to  be  directors  of  the  company,  and  may  fix 
*'  and  determine  the  maximum  and  minimum  number  of 
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*'  directors,  and  the  amount  of  their  remuneration  and 
*'  qualification,  and  a  general  meeting  shall  forthwith  be 
"  convened  for  the  purpose.  .  .  .  The  executors  or 
"  administrators  of  a  deceased  holder  of  shares  shall,  for 
*'  the  purposes  of  this  clause,  be  deemed  to  be  holders  of 
"  any  shares  standing  in  the  name  of  the  deceased." 

In  consideration  of  his  transfer  to  the  company,  the 
testator  had  allotted  to  him  the  whole  of  the  preference  and 
ordinary  shares,  with  the  exception  of  seven  preference 
shares,  and  the  same  were  standing  in  his  name  at  the 
date  of  his  death  on  the  12th  April  1904.  The  applicant 
trustees  having  by  the  summons,  as  issued,  asked  that  they 
might  retain  for  their  own  use  and  benefit  the  remuneration 
received  by  them  from  time  to  time  as  directors  of 
S.  W.  Francis  and  Co.,  Lim.,  and  the  Court  having 
expressed  an  opinion  unfavourable  to  the  granting  of  their 
application,  the  summons  was  amended  raising  the  present 
point. 

The  applicants,  who  were  engaged  in  business  on  their 
own  account,  had,  especially  Joseph  F.  Lake,  since  testator's 
death,  devoted  considerable  time  and  attention  to  the 
company's  business. 

T.  Tindal  Methold,  for  the  infant  children  entitled  in 
remainder  :  The  question  in  this  case  is  whether  the 
trustees'  remuneration  is  a  casual  profit.  No  case  absolutely 
in  point  can  be  found.  But  Noble  v.  Cass  (2  Sim,  343)  cited 
in  "Cover  on  Capital  and  Income,"  p.  4,  supplies  the  correct 
principle.  Where,  as  there,  damages  for  breach  of  contract 
are  recovered  by  the  life-tenant,  the  amount  ought  to  go  to 
him  ;  if  for  an  owner  in  fee,  the  amount  ought  to  be  settled. 
He  also  referred  to  Cowley  (Earl)  v.  WelUsley  {Marquis) 
(14  L.T.  Rep.  245  ;  L.R.  i  Eq.  656;  35  Beav.  635). 

D.  Stewart-Smith,  K.C.,  and  C.  Johnston  Edwards,  for 
the  life- tenants  :  It  is  not  unimportant  to  ascertain  from 
whom  the  remuneration  comes.  It  is  paid  out  of  the  com- 
pany's income  to  which,  as  it  accrues,  the  life-tenants  are 
entitled.  The  income  of  the  shares  is  diminished  by  the 
directors'  fees,  and  it  is  only  fair  that,  when  the  amount  paid 
gets  to  the  trustees,  they  should  hold  it  for  the  life-tenants. 
The  action  of  the  company  determines  whether  the  amount  is 
capital  or  income.  (Bouch  v.  Sproule,  57  L.T.  Rep.  345 ; 
L.R.  12  App.  Cas.  385.) 

JUDGMENT. 

Kekewich,  J,  :  This  is  a  new  point,  and,  to  my  mind, 
is  not  quite  free  from  difficulty.  The  trustees  hold  a  large 
number  of  shares,  which  are  part  of  the  estate  which  are 
settled.  The  trustees  hold  these,  which  are  their  qualifying 
shares,  and  are  elected  directors  of  the  company,  and  as 
directors  they  receive  a  certain  remuneration.  They  are 
accountable  for  that  to  the  estate,  there  being  no  provision 
in  the  will  which  enables  them  to  make  a  profit  for  them- 
selves, and  the  Court,  not  having  been  asked  to  accede  to 
trustees  being  directors,  therefore  they  are  accountable. 


But  are  they  to  account  for  the  amount  received  as  capital 
or  income  ?  It  seems  to  me  that  primd  facie  it  must  be 
capital  unless  you  can  say  that  it  is  part  of  the  rents  and 
profits,  or.  we  will  say,  income,  in  some  way.  Now, 
counsel  for  the  remainderman  has  pointed  out  the  simple 
case  of  a  manor  being  devised  to  trustees  who  receive  fines 
and  heriots.  They  do  not  belong  to  the  tenant-for-Iife 
because  they  are  casual  profits,  but  because  they  are  rents 
and  profits.  The  heriot  or  fine  is  irregular  and  uncertain, 
but  still  it  is  a  profit  which  may  be  regarded  as  being 
annexed  to  the  manor.  Although  they  are  not  reserved  in 
any  deed,  still  they  are  part  of  the  income  rents  and 
profits  of  the  manor.  But  how  can  you  say  that  these 
moneys  which  are  paid  to  the  trustees  are  in  any  sense  rents 
and  profits  ?  They  are  a  payment  made  to  the  trustees  for 
their  services.  It  is  nothing  to  do  with  the  income  of  the 
estate.  It  is  paid  annually.  It  might  be  paid  half-yearly  or 
quarterly.  It  might  be  paid  at  other  intervals.  There  is  no 
income  in  it.  The  character  of  the  money  is  that  of  a 
remuneration  to  them  for  their  services.  It  might  be  paid 
as  a  lump  sum.  I  think  this  case  of  Noble  v.  Cass  {ubi  sup.) 
illustrates  this  principle.  The  devise  there  stated  was  a 
devise  of  freeholds  to  trustees  during  the  life  of  testatrix's 
niece,  Ann  Noble,  upon  trust  to  pay  her  the  rents  and  profits 
thereof  during  her  life  for  her  separate  use.  During  her 
life  they  recovered  damages  for  breach  of  covenant  in  a 
lease  granted  by  the  testatrix  and  still  subsisting,  and  it  was 
held  that  they  were  trustees  of  the  amount  recovered  by 
her.  There  was  no  duty  to  the  remainderman.  The  uses 
to  the  remainderman  were  legal  uses.  That  illustrates  the 
principle  that  what  trustees  receive  belongs  to  the  estate  of 
which  they  are  trustees.  I  do  not  see  any  ground  for  saying 
that  it  belongs  to  the  tenant- for-life  because  it  is  paid  half- 
yearly  or  quarterly.  This  capital  goes  as  an  accretion  to 
the  shares. 

(92  L.T.  77.) 


Bankruptcies  and  Insolvencies. 

PLYMOUTH  BANKRUPTCY  COURT. 

March  21. 
(Before  His  Honour  Judge  Lush-Wilson). 
In  re  Frederick  Waterman;  ex  parte  J.  Cran  &  Co. 
Bankruptcy    of  Contractor  —  Position  of  Sub-Contractcr — 

Admiralty  Contracts. 
The  motion  was  that  it  might  be  declared  that  Henry 
Davey,  of  Bedford  House,  Bedford  Street,  Plymouth,  the 
trustee  in  the  bankruptcy,  is  trustee  of  the  sum  of  /920  (the 
real  figures  were  /904  9s.  6d.)  received  by  him  from  the 
Lords  Commissioners  of  the  Admiralty  in  part  payment  of 
the  contract  price  for  certain  machinery  supplied  and  work 
done  by  the  applicants  (Messrs.  J.  Cran  &  Co.) ;  and  that 
;^i20,  when  received  by  the  trustee  in  bankruptcy  from  the 
Lords  Commissioners  in  further  payment  of  the  contract 
price  for  machinery  and  work  done  by  the  applicant  will  be 
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received  as  trustee,  and  will  be  the  property  of  the  above- 
named  applicant.  Further  clauses  in  the  motion  were  to  the 
effect  that  the  moneys  were  applicant's,  and  that  the  trustee 
in  bankruptcy  be  restrained  by  injunction  from  parting  with 
either  sum  save  by  paying  the  same  to  the  applicant ;  that 
the  time  be  extended  for  the  applicant  to  lodge  a  proof  in 
respect  of  the  indebtedness  of  the  bankrupt  to  the  applicant 
(in  case  the  Court  held  that  applicant  be  not  entitled  to  the 
other  relief  sought)  until  fourteen  days  after  the  hearing  of 
the  motion  ;  that  such  further  relief  be  given  that  may  seem 
to  the  Court  fit ;  and  that  the  trustee  in  bankruptcy  be 
ordered  to  pay  to  the  applicant  the  costs  of  and  incidental  to 
the  application. 

On  an  interlocutory  application  an  injunction  pending  the 
result  of  the  motion  had  been  granted. 

Mr.  Romer  Macklin  explained  that  Messrs.  Cran  &  Co. 
were  very  well  known  builders  of  engines  at  Leith,  and  for 
many  years  had  been  contractors  to  the  Admiralty.  Messrs. 
Waterman  Bros.,  the  trade  name  by  which  the  bankrupt 
carried  on  his  business,  was  a  maker  of  hulls  for  boats,  and 
also  Admiralty  contractor.  He  was  not  on  the  Admiralty 
list  for  the  supply  of  machinery,  however.  Before  the 
contract  over  which  the  question  at  issue  had  arisen  there 
had  been  dealings  between  Messrs.  Waterman  Bros,  and 
Messrs.  Cran  &  Co.,  and  he  would  quote  from  correspondence 
dated  1898  to  show  the  manner  in  which  they  carried 
through  those  dealings.  The  point  in  the  case  was  whether 
in  law  or  equity  the  instalments  which,  in  accordance  with 
practice,  were  paid  by  the  Admiralty  to  Messrs.  Waterman 
were  not  the  property  of  Messrs.  Cran  &  Co. — in  other  words, 
whether  Messrs.  Waterman,  when  the  instalments  were 
received,  did  not  become  trustee  for  Messrs.  Cran's  pro- 
portion— that  for  the  machinery  which  was  supplied.  As 
between  the  Admiralty  and  Messrs.  Waterman  there  was  no 
doubt  Messrs.  Waterman  were  the  principal  contractors,  yet 
he  claimed  that  as  to  the  machinery  they  were  trustees  for 
Messrs.  Cran.  That  view  was  largely  borne  out  by  state- 
ments in  correspondence  between  the  parties,  copies  of  which 
— a  formidable  bundle — were  handed  in. 

Mr.  Dalling,  for  the  representatives  of  the  Admiralty 
(Messrs.  Venning,  Goldsmith  &  Peck),  produced  all  the 
original  documents  relating  to  the  contracts.  The  contract 
on  which  the  payments  now  involved  were  made,  or  to 
be  made,  was  entered  into  at  the  end  of  the  year  igoj. 
Messrs.  Cran  in  one  letter  wrote  that  they  would  esteem  it 
a  favour  •*  if  you  can  let  us  have  our  proportion,"  <Jfec.,  while 
on  August  8th  1903  a  letter  was  sent  by  the  Admiralty  to 
Messrs.  Cran  informing  them  that  tenders  were  being  invited 
for  four  52J  ft.  launches,  and  stating  that  the  name  of  their 
firm  had  been  mentioned  by  boat  builders  as  one  from  which 
the  machinery  for  the  launches  might  be  obtained.  He 
(counsel)  claimed  that  there  were  distinct  tenders,  one  for 
the  halls  from  Messrs.  Waterman  and  one  for  the  machinery 


from  Messrs.  Cran,  both  of  which  went  to  the  Admiralty 
with  no  power  on  the  part  of  Messrs.  Waterman  to  affect  the 
price  tendered  by  Messrs.  Cran. 

Another  letter  of  importance  was  one  written  by  Messrs. 
Waterman  stating  that  they  had  received  a  communication 
from  the  Admiralty  as  to  machinery  for  four  boats,  which 
contained  the  words  "if  you  are  desirous  of  co-operating 
••  with  us  for  building  the  boats.  Should  you  desire  to 
"  tender,  the  machinery  will  have  to  be  delivered  at,  and 
•  fitted  on  the  boats  at,  our  yard,  under  Admiralty  super- 
"  vision."  That  meant  that  Messrs.  Waterman  were  simply 
the  medium  through  which  Messrs.  Cran  &.  Co.  tendered  to 
the  Admiralty.  On  the  ?st  September  1903  Messrs.  Water- 
man tendered  for  the  launches,  giving  Messrs.  Cran's  figures 
and  their  own  separately.  On  November  30th  of  the  same 
year  a  document  was  sent  to  Messrs.  Waterman  by  the 
Admiralty  which  was  a  conditional  order  for  the  worki 
Counsel  emphatically  claimed  that  there  was  never  a 
machinery  contract  with  Messrs.  Waterman,  and  quoted  a 
further  letter  from  them  to  Messrs.  Cran  intimating  the 
success  of  the  tender,  in  which  it  was  said,  "  We  have  been 
appointed  conjointly  with  your  esteemed  firm."  He  took 
that  to  clearly  show  that  Messrs.  Cran's  tender  was  sent  to 
the  Admiralty  through  Messrs.  Waterman,  and  was  accepted 
by  the  Admiralty.  Messrs.  Cran  wrote  thanking  them  for 
indicating  "  the  acceptance  by  the  Admiralty  of  our  tender 
*•  through  you.  We  have  much  pleasure  in  confirming  this, 
'*and  also  signifying  our  agreement"  with  the  conditions. 
The  instalments  of  payment  for  that  machinery  could  not 
be  dealt  with  by  Messrs.  Waterman  except  by  cashing  the 
cheque  and  sending  on  the  proceeds  to  Messrs.  Cran,  to 
whom  the  n^oney  was  rightly  due.  The  instalments  con- 
cerned with  the  motion  were  ear-marked  for  machinery,  and 
the  items  relating  to  the  hulls  and  to  the  machinery  were 
kept  separate  in  every  way,  while  he  believed  they  were 
entered  separately  in  the  bankrupt's  books  (Messrs.  Water- 
man's). When  Messrs.  Cran  wrote  to  Messrs.  Waterman 
for  some  of  the  money  which  the  Admiralty  should  have 
paid,  seeing  how  much  work  had  been  done,  a  reply  was 
sent  in  which  were  the  words,  "  I  hoj)e  you  do  not  mean  to 
*•  imply  that  we  have  been  making  use  of  your  portion  of  the 
•*  instalments.  Our  experience  is  that  at  times  payments  are 
"made  promptly,  but  at  others  not  so  promptly."  In  the 
face  of  all  the  facts  he  had  disclosed  it  would,  contended 
Mr.  Macklin,  be  idle  for  the  other  side  to  deny  that  in 
equity  the  moneys  did  belong  to  the  applicant.  Ail  the 
work,  as  far  as  the  machinery  was  concerned,  was  completed 
by  the  end  of  May  1905.  On  the  ist  of  June  last  year  the 
act  of  bankruptcy  was  reported  by  Messrs.  Bond  &  Pearce 
to  Messrs.  Cran,  who  on  the  following  day  wrote  the 
Admiralty  for  payment  for  their  work,  receiving  a  reply  that 
payment  would  be  made  to  Messrs.  Waterman  direct.  By 
June  24th  the  boats  were  contpleted,  a^d^the  work  done  to 
complete  them  only  cost  ;^6o.  3'^'^^^  ^^  ^^^        ^ 
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No  witnesses  were  called  to  support  the  application, 
though  Mr.  Craii  was  in  attendance,  it  being  considered  the 
documentary  evidence  was  sufficient. 

Mr.  Hawke,  referring  to  the  Admiralty  view  of  the  con- 
tract, said  a  number  of  letters  showed  what  it  really  was. 
Mr.  Cran  wrote  on  several  occasions  to  the  Admiralty  for 
payment,  after  the  bankruptcy  was  disclosed,  and  on 
October  25th  1905  the  Admiralty  officials  wrote : — "  In  reply 
"to  your  letter  of  the  2nd  of  June  last,  addressed  to  the 
«'  Accountant-General  of  the  Navy,  1  am  commanded  by  my 
"  Lordj  Commissioners  of  the  Admiralty  to  inform  you  that 
"  ihey  are  advised  that  as  the  contract  with  the  Admiralty 
"  for  both  the  hulls  and  machinery  of  steam  launches 
"No.  133  and  No.  135  is  with  Messrs.  Waterman  Bros. 
'*  only,  no  payment  in  regard  to  those  launches  can  be  made 
••  direct  to  you."  Mr.  Cran  wrote  stating  that  that  was  not 
satisfactory  to  him,  as  he  was  tendering  for  other  vessels  in 
the  same  way,  and  asking  what  was  his  actual  position  in 
the  matter.  After  that,  having  the  Admiralty  view  of  the 
matter,  Messrs.  Cran  wrote  to  the  trustee,  Mr.  Davey,  on 
November  25th  1905  :— "  As  no  advice  of  any  kind  has  ever 
"reached  us  as  to  what  has  transpired  in  regard  to  Messrs. 
••  Waterman's  bankruptcy,  the  probability  of  a  dividend, 
*' and  when  it  will  be  paid  ....  we  shall  be  glad  to 
"  hear  from  you."  He  argued  that  the  documents  which 
formed  the  contract  were  the  real  matters  on  which  a 
decision  would  have  to  be  arrived  at.  There  was  nothing 
to  take  the  case  out  of  the  category  of  cases  of  contractor 
and  sub-contractor.  He  further  contended  that  Messrs. 
Cran  had  no  liability  to  the  Admiralty,  and  submitted  there 
was  no  contractoral  relation  between  Messrs.  Cran  and  the 
Admiralty.  In  the  contract  terms  it  was  laid  down  that 
there  should  be  a  guarantee  of  10  per  cent,  of  the  full  con- 
tract, and  it  would  be  absurd  to  suggest  the  contract  or 
specification  form  which  Messrs.  Cran  signed  could  bind 
them  to  guarantee  10  per  cent,  on  the  hulls  of  the  launches. 
Messrs.  Cran  &  Co.  were  purely  sub-contractors,  and  looked 
in  this  case  solely  to  the  credit  of  Mr.  Waterman.  Heading 
the  correspondence  as  a  whole,  it  was  thoroughly  clear  Mr. 
Cran  thought  when  Mr.  Waterman  received  instalments  he 
would  pay.  What  made  the  circumstances  other  than 
ordinary  was  that  one  of  the  contracting  parties  was  the 
Admiralty,  whose  practice  was  clear.  The  Admiralty 
required  to  know  who  a  sub-contractor  was,  and  that  such 
sub-contractor  should  enter  into  a  contract  in  similar  terms 
as  the  contractors,  because  it  was  more  important  to  the 
Admiralty  that  they  should  get  their  work  done  than  that 
they  should  have  an  action  against  their  contractors. 
Messrs.  Waterman  were  responsible  for  the  whole  of  the 
work,  and  if  the  machinery  did  not  come  up  to  standard 
Messrs.  Waterman  would  have  had  to  put  it  right ;  further, 
they  were  responsible  to  the  Admiralty  for  the  condition 
and  maintenance  of  the  launches  for  twelve  months  after 
delivery. 


The  intention  of  clauses  in  the  Admiralty  forms  for 
contractors  and  sub-contractors  was  discussed  at  much 
length  by  his  Honour  and  Mr.  Hawke,  and  the  different 
positions  which  the  circumstances  in  the  case  assumed  in 
relation  to  them  when  looked  at  through  various  analogies. 
At  its  close  his  Honour  said  he  was  satisfied,  lookiog  at  all 
the  documents  together,  that  Messrs.  Cran  were  perfectly 
content  to  treat  the  Admiralty  as  the  people  whov^ereto 
pay,  in  the  sense  that  they  never  looked  to  Messrs. 
Waterman  for  the  price  of  the  work  done  under  the  terms 
of  the  contract  if  the  Admiralty  failed  to  pay. 

Mr.  Hawke  then  contended  that  Messrs.  Cran  wen  in  the 
position  of  creditors,  and  not  as  persons  for  whom  money 
was  held  in  trust. 

JUDGMENT. 

His  Honour  said  he  held,  the  Admiralty  being  solvent 
beyond  suspicion,  that  Messrs.  Cran  were  perfectly  content 
to  rely  on  the  promise  of  the  Admiralty  for  payment,  and 
therefore  there  was  never  a  promise  by  Messrs.  Waterman 
to  pay  Messrs.  Cran  themselves.  In  that  respect  it  was 
never  a  position  as  between  contractor  and  sub-contractor, 
because  it  lacked  one  essential— an  obligation  to  pay  under 
any  circumstances.  The  two  words  used  by  Messrs. 
Waterman  in  the  correspondence  with  Messrs.  Cran— 
"co-operate"  and  "conjointly" — were  absolutely  unusual 
expressions  to  find  in  use  as  between  contractor  and 
sub-contractor. 

After  reviewing  the  arguments  on  either  side,  his  Honctr 
gave  judgment  for  the  applicants  with  the  amended  figure 
of  /904  9s.  6d.  in  the  early  part  of  the  motion.  He  also 
granted  Mr.  Hawke  a  three  weeks'  stay  of  execution,  in 
order  that  the  question  of  appeal  in  the  Divisional  Courb 
might  be  considered. 

(WesUru  Daily  Mercury.) 


Miscellaneous. 

HOUSE  OF  LORDS. 
March  20. 
(Before  Lord  Loreburn,  L.C,  Lords  Macnaghten,  D.uev. 
Robertson,  and  Atkinson  ) 
Williams  and  others  v.  North's  Navigation 
Collieries  (1889),  Lim. 
Master  and  Servant— Wages — Payment  in  Current  Coin— Fi*i 
Imposed  on  Workman — Deduction  of  Fine  from  IJ'ii^«- 
Truck  Act,  1831  (i  <^  2  Will.  IV,  c.  37),  s.  3. 
The  deduction  by  an  employer  from  the  wages  of  a  wurk 
man  of  the  amount  of  a  fine  imposed  for  breach  of  hi 
contract  upon  a  workman  is  a  violation  of  Section  3  of  the 
Truck  Act,  183 1,  which  requires  the  entire  amount  of  wages 
to  be  paid  in  current  coin  of  the  realm. 

JUDGMENT. 

Their  Lordships,  after  consideration,  reversed  the  decision 
of  the  Court  of  Appeal,  73  L.J.  Rep.  K.B.  575 :  L.K.  (lyo^; 
2  K.B.  44. 


Dig(lz.gd  to^^OOQ IC 
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Company  Law. 

COURT  OF  APPEAL. 

March  22. 

(Before  Collins,  M.R.,  and  Cozens-Hardy,  L.J.) 

Automatic  Self-Cleansing  Filter  Syndicate 
Company,  Lim.  v.  Cunninghame. 

Company— Directors—Powers  of  Company— Sale  of  Company's 
Assets  —  Ordinary  Resolution  of  Company  —  Refusal  of 
Directors  to  comply  with  Resolution. 

This  was  an  appeal  from  a  decision  of  Mr.  Justice 
Warrington.  The  question  raised  by  the  appeal  was 
whether  the  shareholders  of  a  company  have  power  by  a 
re«)lution  passed  by  a  simple  majority  to  compel  the 
directors  in  whom  the  management  of  the  company  is 
vested  to  carry  out  an  agreement  for  the  sale  of  the  com- 
pany's SLssets,  notwithstanding  that  the  directors  are  of 
opinion  that  the  sale  is  improvident. 

The  plaintiff  company  was  incorporated  on  June  10  1896. 
The  objects  of  the  company  as  stated  in  Clause  3  of  its 
memorandum  otf  association  were  {inter  alia)  (a)  to  acquire 
from  James  Wilson  the  benefit  of  certain  existing  inven- 
tions in  relation  to  the  filtration,  treatment,  purification, 
storage,  application,  distribution,  and  use  of  liquids ;  and 
{k)  to  sell  the  undertaking  of  the  company,  or  any  part 
thereof,  lor  such  consideration  as  the  company  might  deem 
fit,  and  in  particular  for  shares,  debentures,  or  securities 
of  any  other  company  having  objects  altogether  or  in  part 
similar  to  those  of  this  company.  The  articles  provided 
as  follows  : — "81.  The  company  may  by  special  resolution 
"  remove  any  director  before  the  expiration  of  his  period  of 
"oflBice  and  appoint  another  qualified  person  in  his 
"stead.  .  .  ."  "96.  The  management  of  the  business 
"and  the  control  of  the  company  shall  be  vested  in  the 
"directors,  who,  in  addition  to  the  powers  and  authori- 
"  ties  by  these  presents  expressly  conferred  upon  them,  may 
"exercise  all  such  powers  and  do  all  such  acts  and  things 
"  as  may  be  exercised  or  done  by  the  company,  and  are  not 
"  hereby  or  by  statute  expressly  directed  or  required  to  be 
**  exercised  or  done  by  the  company  in  general  meeting, 
"but  subject  nevertheless  to  the  provisions  of  the  statutes 
"  and  of  these  presents,  and  to  such  regulations,  not  being 
"inconsistent  with  these  presents,  as  may  from  time  to 
**time  be  made  by  extraordinary  resolution,  but  no  regula- 
"  tion  shall  invalidate  any  prior  act  of  the  directors  which 
"would  have  been  valid  if  such  regulation  had  not  been 
"made."  "97.  Without  prejudice  to  the  general  powers  con- 
"ferred  by  the  last  preceding  clause,   and  to  the  other 


"  powers  and  authorities  conferred  as  aforesaid,  it  is  hereby 
"expressly  declared  that  the  directors  shall  be  entrusted 
"with  the  following  powers — namely,  power  (i)  (inter  alia) 
"to  sell  the  lease,  abandon  or  otherwise  deal  with  any 
"property,  rights,  or  privileges  to  which  the  company  may 
"be  entitled,  on  such  terms  and  conditions  as  they  may 
"think  fit."  The  plaintiff  McDiarmid,  who  was  the  holder 
of  1,202  shares  in  the  plaintiff  company  out  of  a  total  issue 
of  2,700  shares,  being  desirous  that  the  assets  and  under- 
taking of  the  plaintiff  company  should  be  sold,  arranged 
terms  on  behalf  of  the  company  for  the  sale  of  them  to  a 
new  company  formed  for  the  purpose  of  acquiring  them. 
He  had  these  terms  embodied  in  a  contract,  which  was 
engrossed  ready  for  execution  by  the  company,  and  there- 
upon requisitioned  the  directors  to  call  a  meeting  of  the 
shareholders  to  deal  with  this  matter.  On  January  2  1906 
a  meeting  of  the  shareholders  of  the  company  convened  by 
the  directors  in  accordance  with  such  requisition  was  held 
for  the  purpose  of  considering  and,  if  thought  fit,  passing 
the  following  resolution  :  — "  That  the  company  do  sell  the 
"  assets  specified  in  the  contract  which  has  been  produced 
"  to  the  meeting  at  the  price  and  on  the  terms  therein  men- 
"tioned  and  contained,  and  that  the  directors  be  and  they 
"  are  hereby  directed  to  cause  the  common  seal  of  the  com- 
"  pany  to  be  affixed  thereto  within  seven  days,  and  to  carry 
"the  same  into  effect."  The  meeting  was  adjourned  until 
January  16,  when  the  resolution  was  passed  by  a  majority 
of  304  votes,  1.502  votes  for  and  1,198  against  it.  Prac- 
tically the  whole  of  the  1,502  votes  were  given  in  respect 
of  shares  held  by  the  plaintiff  McDiarmid  or  his  friends. 
The  directors,  being  of  opinion  that  it  would  not  be  in  the 
interests  of  the  plaintiff  company  that  the  contract  should 
be  carried  out,  declined  to  comply  with  the  resolution. 
The  plaintiff  company  and  McDiarmid,  suing  on  behalf 
of  himself  and  all  other  shareholders  in  the  company, 
moved  that  the  directors  might  be  ordered  forthwith  to 
affix  the  seal  of  the  company  to  the  contract  and  to  carry  it 
into  effect,  and  that  they  might  be  restrained  by  injunction 
from  disposing  of  the  assets  of  the  company  intended  to  be 
comprised  in  the  agreements  in  any  manner  inconsistent 
with  the  terms  thereof.  Mr.  Justice  Warrington  refused 
the  motion.    The  plaintiffs  appealed. 

JUDGMENT. 

The  Master  of  the  Rolls  said  that  the  point  arose  in  this 
way.  At  a  meeting  of  the  company  a  resolution  was 
passed  by  a  majority  in  favour  of  the  sale  of  the  assets  of 
the  company  to  a  purchaser,  and  the  directors,  honestly 
believing  that  it  was  most  undesirable  that  the  contract 
for  sale  should  be  carried  into  effect,  refused  to  affix  the 
seal  of  the  company  to  it  or  to  assist  in  carrying  out  the 
resolution.  The  question  was  whether  under  the  memo- 
randum and  articles  of  association  the  directors  were 
bound  to  accept,  in  substitution  of  their  own  view,  the 
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resolution  of  the  company.  Mr.  Justice  Warrington  held 
that  a  majority  of  the  shareholders  could  not  impose  that 
obligation  upon  the  directors,  and  that  upon  the  true  con- 
struction of  the  articles  the  directors  were  the  persons  to 
determine  whether  this  sale  should  be  carried  into  effect, 
and  that  unless  there  was  an  extraordinary  resolution  it 
was  impossible  for  the  majority  to  override  the  views  of 
the  directors.  His  Lordship  (the  Master  of  the  Rolls) 
referred  to  the  clauses  of  the  memorandum  and  articles 
set  out  in  the  statement,  and  continued : —The  effect  of 
the  articles  was  that  in  respect  of  all  matters  specially 
referred  to  in  Article  97  the  view  of  the  directors  as  to  the 
fitness  of  what  was  proposed  to  be  done  was  the  sole 
standard.  Furthermore,  by  Article  96  the  directors  were 
given  all  the  powers  of  the  company,  except  so  far  as  those 
powers  were  expressly  required  to  be  exercised  by  the  com- 
pany itself  in  general  meeting.  Then  came  the  limitation 
on  their  general  powers  and  authorities  "  subject  neverthe- 
"  less  to  the  provisions  of  the  statutes  and  of  these  presents, 
"  and  to  such  regulations,  not  being  inconsistent  with  these 
"presents,  as  may  from  time  to  time  be  made  by  extra- 
"  ordinary  resolution."  So  that  if  it  was  desired  to  alter 
the  powers  of  the  directors,  that  must  be  done  not  by  a 
simple  resolution,  but  by  an  extraordinary  resolution.  In 
these  circumstances,  in  his  Lordship's  opinion,  it  was  not 
competent  for  an  ordinary  majority  of  shareholders  in 
effect  to  alter  the  mandate  originally  given  to  the  directors 
by  the  articles.  It  was  said  that  this  was  a  mere  question 
of  principal  and  a^ent,  and  that  it  was  absurd  that  the 
agent  should  be  in  a  position  of  dictator  to  the  principal, 
but  the  analogy  did  not  apply.  In  a  sense  no  doubt 
directors  were  agents,  but  it  was  not  fair  to  say  that  the 
majority  was  the  principal.  The  minority  had  also  to  be 
taken  into  account.  The  mandate  to  the  directors  was  the 
mandate  of  the  entity  made  up  of  all  the  members,  and  if 
that  mandate  was  to  be  altered,  that,  in  his  Loixiship's 
opinion,  could  only  be  done  by  the  machinery  provided 
by  the  articles.  This  view  was  also  confirmed  by  an  argu- 
ment used  by  Mr.  Justice  Warrington.  It  was  to  this  effect. 
By  the  articles  directors  could  only  be  removed  by  special 
resolution.  But  what  was  the  use  of  that  provision  if  you 
could  practically  override  them?  There  would  be  no 
occasion  to  remove  them  if  you  could  do  without  them. 
The  only  case  which  approached  this  at  all  was  the  Zsle 
of  Wight  Railway  Company  v,  Tahourdin  (25  Ch.D.  320), 
but  that  turned  upon  a  different  statute— viz.,  the  Com- 
panies Clauses  Act,  1845,  and  a  statute  differing  upon  the 
most  essential  point  in  this  case — viz.,  the  limitation  of 
the  powers  of  the  directors.     The  aj^eal  failed. 

Lord  Justice  Cozens-Hardy  concurred.     He  thought  it 
somewhat  remarkable  that  in  the  year  1906  this  interest- 
ing and  important  question  should  arise  for  the  first  time 
Iccision.    It  was  therefore  necessary  to  go  back  to  the 


right  principle  which  governed  these  cases  under  the  Com- 
panies  Act,  1862.  It  was  clearly  established  that  the  articles 
of  association  were  a  contract  between  the  members  inter 
se.  It  was  therefore  necessary  to  look  at  the  articles  io  see 
what  contract  these  shareholders  had  entered  into.  In  his 
Lordship's  opinion  the  shareholders  had  by  express  con- 
tract mutually  agreed  that  their  common  affairs  shoaid  be 
managed  by  certain  directors  appointed  by  the  members 
in  the  mode  provided  by  the  articles,  such  directors  to  be 
removed  only  by  special  resolution.  If  you  once  got  a 
stipulation  of  that  kind  by  a  contract  ntade  between  the 
parties,  what  right  was  there,  in  the  absence  of  fraud  or 
misconduct,  to  interfere  with  the  directors?  So  far  from 
there  being  any  analogy  in  favour  of  the  appellants'  view, 
the  analogies  were  all  the  other  way.  Take  the  case  of  an 
ordinary  partnership.  If  in  an  ordinary  partnership  there 
was  a  stipulation  that  the  partnership  should  be  mana^d 
by  one  of  the  partners,  his  Lordship  took  it  to  be  plain 
thait,  in  the  absence  of  misconduct  or  of  circumstances 
involving  the  dissolution  of  the  partnership,  the  majority 
of  the  partners  would  have  no  power  to  interfere  with  his 
conduct  of  the  business.  It  was  a  fallacy  to  say  that  that 
was  a  case  of  principal  and  a^ent  in  the  ordinary  sense, 
because  the  managing  partner  was  managing  for  himself 
and  the  others.  If  you  once  got  rid  of  the  view  that 
directors  were  mere  agents,  there  was  nothing  to  justify 
the  view  that  directors  were  bound  to  comply  with  a  resolu- 
tion of  a  simple  majority  of  shareholders  at  an  ordinary 
meeting.  It  was  not  correct  to  say  that  directors  were  in 
the  position  of  agents;  it  was  more  correct  to  say  they 
were  in  the  position  of  managing  partners. 

(2a  Times  Law  Reports,  378.) 


CHANCERY  DIVISION. 

March  26. 

(Before  Waulington,  J.) 

In  re  A.  R.  Dean,  Lim. 

Company— Winding-up— Contract  to  Sell  Assets— Leaseholds— 
Omission  to  Assign — Dissolution  0/  Company— Vesting 
Order— Trustee  Act,  1893  (56  S*  57  Vict.  c.  53),  5.  26 

(«■)  w. 

Petition  for  vesting  order  under  section  26  of  the  Trustee 
Act.  1893. 

By  an  indenture  of  July  27  1896,  A.  R.  Dean,  Lim., 
demised  to  the  old  Midland  Trust,  Lim.,  Nos.  153,  155, 
and  157  Corporation  Street,  Birmingham,  for  the  residue 
of  a  term  of  seventy-five  years  from  September  29  1895,  less 
the  last  day,  by  way  of  mortgage  as  security  for  the  deben- 
ture-holders of  A.  R.  Dean,  Lim.  Powwr  of  apoointing 
new  trustees  was  given  to  A.  R.  Dean,  Lim.3 OQ  It 
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In  December  1896  the  old  Midland  Trust,  Lim.,  went 
into  voluntary  liquidation,  and  it  was  agreed  that  its  pro- 
perty and  undertaking  should  be  transferred  to  tho  new 
Midland  Trust,  Lim.,  which  had  been  formed  for  the  pur- 
pose. The  new  Midland  Trust,  Lim.,  entered  into  posses- 
sion under  the  agreement,  but  no  assignmenrt  oif  the  lease- 
holds was  executed. 

On  the  expiration  of  three  months  from  June  4  1898  the 
old  Midland  Trust  was  automatically  dissolved  under  sec- 
tion 143  of  the  Companies  Act,  1862. 

By  an  indenture  of  May  31  1899  between  A.  R.  Dean, 
I^im.,  and  the  new  Midland  Trust,  Lim.,  the  new  Midland 
Trust,  Lim.,  was  appointed  trustee  of  the  indenture  of 
July  27  1896. 

In  April  1903  A.  R.  Dean,  Lim.,  went  into  voluntary 
liquidation,  and  subsequently  the  liquidation  was  ordered 
to  be  continued  under  the  supervision  of  the  Court. 

An  agreement  having  been  entered  into  for  the  sale  of 
Nos.  153,  155,  and  157  Corporation  Street,  the  purchaser 
required  that  leasehold  estate  created  by  the  sub-demise  of 
July  27  1896  should  be  got  in. 

The  new  Midland  Trust,  Lim.,  and  the  liquidator  in 
A.  R.  Dean,  Lim.,  and  A.  R.  Dean,  Lim.,  accordingly 
presented  this  petition,  asking  that  it  might  be  ordered 
that  the  lands  and  premises  in  Corporation  Street,  which 
had  been  sub-demised  by  the  indenture  of  July  27  1896, 
should  vest  in  the  new  Midland  Trust,  Lim.,  for  all  the 
estate  and  interest  which  was  vested  in  the  old  Midland 
Trust,  Lim.,  inrnwdiately  before  its  dissolution. 

The  Trustee  Act,  1893,  enacts :  "  In  any  of  the  following 
*' cases — namely,  .  .  .  (ii.)  where  a  trustee  entitled  to 
"  or  possessed  of  any  land  .  .  .  either  solely  or  jointly 
"with  any  other  person  .  .  .  (^)  cannot  be  found 
"...  the  High  Court  may  make  an  order  .  .  .  vest- 
"ing  the  land  in  any  such  person  ...  as  the  Court 
''may  direct.    .    .    ." 

J.  F.  Waggett,  for  the  petitioners,  asked  for  the  order 
and  referred  to  the  two  decisions  of  Farwell,  J.,  in  In  re 
2^ he  General  Accident  Assurance  Corporation^  Lim.  (1903,  73 
L.J.  Rep.  Ch.  84 ;  L.R.  (1904)  i  Ch.  147),  and  In  re  Richard 
Mills  6f  Co.  (Brierly  Hill),  Lim.  ;  Smith  v.  The  Company 
(1905,  40  L.J.N. C.  177;  Weekly  Notes  (1905),  p.  36;  con- 
flicting with  the  decision  of  Buckley,  J.,  in  In  re  Taylor"* s 
Agreement  Trusts  (1904,  73  L.J.  Rep.  Ch.  557;  L.R.  (1904) 
a  Ch.  737.  He  also  referred  to  the  decision  of  Warrington, 
J.,  in  In  re  No.  9  Bomore  Road  (1906,  75  L.J.  Rep.  Ch. 
157;    L.R.  (1906)  I  Ch.  359). 

JUDGMENT. 

Warrington,  J.,  said  he  would  follow  the  two  decisions  of 
Mr.     Justice    Farwell    in    In    re    The    General    Accident 


Assurance  Corporation,  Lim,,  and  In  re  Richard  Mills  ^ 
Co.  (Brierly  Hill),  Lim.;  Smith  v.  The  Company,  and 
would  make  the  vesting  order  on  the  ground  that  the 
trustee  "cannot  be  found." 

(L.J.  209.) 


Miscellaneous. 

COURT  OF  APPEAL. 

March  23  and  26. 

(Before  Collins,  M.R.,  Romee  and  Cozbns-Haedy,  L.JJ.) 

Bonnard  0.  Dott. 

Money-lending — Unregistered  Person — "  Harsh  and  unconscion- 
able'* Bargain — Shares  in  Companies— Transactions  Re- 
opened—Illegal  Contract— The  Moneylenders  Aet,  1900 
(63  S-  64  Vict.  c.  51),  s.  I,  subsec,  1,  s.  2,  subsec.  1  (a) ; 
5.  6  {d). 

Appeal  from  decision  of  Kekewich,  J.  (noted  40  L.J. 
N.C.  403;  (1905)  W.N.  84). 

The  action  was  by  an  undischarged  bankrupt,  seeking  to 
reopen  certain  money-lending  transactions  with  the 
defendant  on  the  ground  that  they  were  "  harsh  and  uncon- 
scionable" within  the  meaning  of  the  Money-lenders  Act, 
1900. 

In  X901  and  subsequent  years  the  plaintiff,  who  was  a 
company  promoter,  borrowed  numerous  sums  of  money  for 
his  own  purposes  from  the  defendant,  giving  him  promis- 
sory notes  and  bills  of  exchange,  which  were  renewed  from 
time  to  time.  The  total  amount  borrowed  was  ;£940,  and 
in  consideration  for  the  loans  and  renewals  certain  shares 
in  two  companies  were  given  by  the  plaintiff  to  the 
defendant  as  bonuses,  and  also  an  undertaking  to  deliver 
4,800  shares  in  a  third  company.  The  present  value  of  the 
various  shares  was  stated  to  be  about  £SiOoo,  but  the 
defendant  alleged  that  at  the  time  when  the  bonuses  were 
given  the  shares  were  practically  valueless.  The  plaintiff 
had  not  repaid  any  of  the  money  borrowed,  and  he  now 
claimed  a  return  of  the  shares  and  the  undertaking  upon 
his  submitting  to  repay  whatever  sums  should  be  adjudged 
by  the  Court  to  be  fairly  due  to  the  defendant.  The 
defendant,  who  was  not  registered  as  a  money-lender  under 
the  Act,  denied  that  he  was  carrying  on  the  business  of 
money-lending  or  that  the  bargains  were  harsh  and  uncon- 
scionable, and  he  counterclaimed  for  specific  performance 
of  the  undertaking  to  deliver  the  4,800  shares.  In  reply  it 
was  pleaded  that  the  transactions  were  wholly  illegal  and 
void  on  the  ground  that  the  defendant  was  not  registered 


under  the  Act. 


It  appeared  that  the  defendant  wasw 
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colliery  proprietor,  a  director  of  public  companies,  and  a 
speculator  in  mining  shares ;  and  he  asserted  that  it  was 
in  the  course  of  this  last  business  that  he  from  time  to  time 
lent  money.  Evidence  was  given  of  numerous  loans  to 
various  persons  connected  with  the  promotion  of 
companies. 

Kekewich,  J.,  held  that  the  defendant  was  a  money- 
lender within  the  meaning  of  the  Money-lenders  Act,  1900, 
and  that  the  bargains  were  "harsh  and  unconscionable." 
The  plaindff  was  therefore  entitled  to  reopen  the  transac- 
tions upon  the  terms  of  repaying  to  the  defendant  the 
whole  of  the  amount  actually  advanced  by  him  with 
interest  at  ao  per  cent.  He  dismissed  the  defendant's 
counterclaim. 

The  defendant  appealed. 

JUDGMENT. 

Their  Lordships  held  that  the  defendant  being  an 
unregistered  money-lender  was  incapacitated  from 
enforcing  his  bargain,  and  the  transaction  was  wholly 
void.  They  agreed  on  this  point  with  the  decision  of  Mr. 
Justice  Buckley  in  The  Victorian  Daylesford  Syndicate  v. 
Doti  (1905,  74  L.J.  Rep.  Ch.  120;  L.R.  (1905)  2  Ch.  624). 
The  plaintiff  would  therefore  have  had  a  right  to  relief 
even  beyond  that  which  was  given  him  by  Mr.  Justice 
Kekewich,  if  he  had  insisted  upon  it.  The  appeal  failed 
on  account  of  the  defendant's  incapacity,  and  it  was 
unnecessary  to  go  into  any  other  questions. 


Appeal  dismissed. 


(L.J.  208.) 


CHANCERY  DIVISION. 

March  7. 

(Before  Warrington,  J.) 

Daw5on  v.  Isle. 

Bill  of  Exchange— Bill  Receivable— 'Whether  a  "Book  Debt" 
— Handed  to  Banker  to  be  Discounted—  Whether  Property 
of  Customer  or  Banker  till  Discounted. 

Special  case  stated  by  referee  in  the  action  for  the 
opinion  of  the  Court. 

By  an  agreement  in  writing  dated  February  27  1905  the 
plaintiff  agreed  to  sell  to  the  defendant  shares  in  a  com- 
pany at  a  price  to  be  arrived  at  by  taking  into  account 


"  the  amount  of  the  book  debts  due  to  the  company  (less 
^the  discount),  such  debts  to  be  taken  as  good  at  the 
"amounts  standing  in  the  company's  books." 

The  plaintiff  sought  to  include  as  a  book  debt  due  to  the 
company  a  bill  of  exchange  for  ;f  600.  The  referee  io  thf 
special  case  stated  that  the  company  had  received  tlie  bill 
from  one  of  their  customers  in  the  ordinary  couise  oi 
trade,  and  had  on  February  22  1905  handed  it  to  their 
bankers  for  the  purpose  of  being  discoimted ;  that  it  was 
properly  accounted  for  in  the  company's  books  on 
February  27  ;  and  that  on  that  day  the  bankers  discounted 
it,  and  on  the  28th  credited  the  company  with  the  amount 
of  the  bill,  and  debited  them  with  the  discounting 
charges. 

The  question  for  the  decision  of  the  Court  was  whether 
the  bill  was  to  be  treated  as  a  "book  debt  due  to  the 
company." 

JUDGMENT. 

Warrington,  J.,  said  the  bill  would  stand  in  the  com- 
pany's Ledger  and  be  credited  to  the  account  of  tht 
customer,  and  would  also  appear  in  the  Bills  Receivable 
Book.  Upon  the  authority,  therefore,  of  In  re  Stevens ; 
Stevens  v.  Keily  (W.N.  1888,  p.  no  [see  correction  on 
p.  116] ),  it  was  a  book  debt.  But  what  was  the  positiic 
until  it  was  discounted?  Was  it  a  debt  due  to  the  compas} 
or  to  the  bank  in  the  meantime?  His  Lordship's  view  w3? 
that  the  case  was  covered  by  Giles  v.  Perkins  (1807,  9  East. 
12),  and  that  the  bill  (which  he  would  assume  had  beec 
indorsed  for  the  purpose  of  being  discounted,  though  1! 
was  not  stated  that  it  had  been)  was  handed  to  the  back 
conditionally,  and  remained  the  property  of  the  company 
till  the  condition  was  fulfilled.  That  being  so,  the  plain- 
tiff was  right,  and  the  bill  must  be  taken  into  account  in 
estimating  the  amount  of  the  purchase-price.  It  was  coa- 
tended  that  that  decision  would  be  in  the  teeth  c: 
Ex  parte  Schol field  ;  in  re  Frith  (1879,  48  L.J.  Rep.  Bank. 
122 ;  L.R.  12  Ch.D.  337).  The  defendant  maintained  tha: 
that  case  decided  that  by  indorsement  the  bill  became  the 
property  of  the  bank.  But  if  that  case  were  examined  it 
would  be  found  that  that  was  not  the  question  which  was 
considered  there  at  all ;  but  the  question  there  vas 
whether  certain  bills  had  been  handed  to  the  bank  as 
security  or  not,  so  as  in  the  bankruptcy  of  the  customer 
to  be  regarded  as  bills  held  by  the  bank.  The  whole  pj:3t 
there  was  that  the  bills  were  indorsed  for  the  purpose  not 
of  collection,  but  of  being  held  as  against  advances.  That 
case  was,  therefore,  distinguishable  from  Giles  v.  Perhm 
an  J  the  present  case. 
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Xaw  IReports. 


Bankruptcies  and  Insolvencies. 

KING'S  BENCH  DIVISION. 
April  2. 
(Before  Bigham  and  Walton,  JJ.) 
Re  Mellison  ;  ex  parte  Day. 
Bankruptcy — Practice — Disclaimer — A  dministration   of  Estate 
of  Deceased  Insolvent — Bankruptcy  Act,  1883  (46  &•  47 
Vict,  c,  52),  s.  55  ;  s.  125,  subsecs.  5  <&»  6. 
Appeal  by  an  under-lessee  from  a  deceased  person  whose 
estate  was  being  administered  under  the  provisions  of  sec- 
tion 125  of  the  Bankruptcy  Act,  1883,  against  an  order 
made  by  the  Registrar  of  the  County  Court  at  Brighton, 
giving  the  trustee  in  the  administration  leave  to  disclaim 
a  lease  from  one  Isaacs  to  the  deceased.    It  was  contended 
on  behalf  of  the  appellant  that  section  55  of  the  Bank- 
ruptcy Act,   1883,  which  deals  with  disclaimer,  was  not 
applicable  to  administrations  under  section  125.     By  suib- 
.>ection  6  of  section  125,  Part  III.  of  the  Bankruptcy  Act, 
1883,  which  includes  section  55,  is  imported  into  adminis- 
trations under  section  125  as  far  as  it  is  applicable.     It 
has,  however,  been  held  that  administrations  under  sec- 
tion 125  of  the  Bankruptcy  Act,  1883,  should  be  conducted 
as  far  as  possible  in  the  same  way  as  administrations  in 
the  Chancery  Division :   Re  Crawther ;   ex  parte  Ellis  (36 
W.R.   189,  20  Q.B.D.  30).     Disclaimer  does  not  exist  in 
administrations   in  Chancery,  and  it  was  therefore  con- 
tended that  it  should  not  apply  to  administrations  under 
section  125. 

JUDGMENT. 

The  Court  dismissed  the  appeal  and  held  that  a  trustee 
ill  an  administration  has  the  same  right  to  disclaim 
onerous  property  as  the  trustees  in  an  ordinary  bankruptcy. 
The  Court  further  expressed  its  approval  of  the  obiter 
dictum  of  Cave,  J.,  to  the  same  effect  in  Re  Gould;  ex 
parte  the  Official  Receiver  (35  W.R.  569,  19  Q.B.D.  92). 
Leave  to  appeal  was  granted. 

(50  S.J.  378.) 


Company  Law. 

CHANCERY  DIVISION. 

March  27. 

(Before  Warrington,  J.) 

Fuller  V,  White  Feather  Reward,  Llm. 

Company — Reconstruction — Ultra  vires — Sale  for  partly -paid 

Shares  in  view  of  Winding  up — Vendor  Company  or  its 

Nominees  to  apply  for  the  Shares— Distribution  among 

Shareholders — Sale  of  Dissentient  Shareholder's  Shares. 

This  was  a  case  of  considerable  interest  as  to  the  law 

relating  to  the  reconstruction  of  companies,  it  being  said 


that,  if  the  plaintiff's  claim  were  allowed  and  it  were  held 
that  what  the  defendant  company  wexe  doing  in  the  present 
instance  was  illegal,  there  could  never,  practically,  be  a 
reconstruction  again. 

On  March  13  the  plaintiff,  who  held  fully-paid  shares  in 
the  defendant  company,  commenced  this  action,  claiming, 
first,  a  declaration  that  an  agreement  dated  January  22 
1906,  made  between  the  defendant  company  and  the  White 
Feather  Main  Reefs  (1906),  Lim.,  and  the  distribution  of 
shares  in  the  last-named  company,  part  of  the  purchase 
consideration  in  accordance  with  the  agreement  or  in 
accordance  with  certain  resolutions  of  January  31,  were 
ultra  vires  the  defendant  company ;  and,  secondly,  an 
injunction  to  restrain  the  defendants  from  carrying  out  the 
agneement  and  from  foregoing  any  of  the  shares  in  the 
purchasing  company  according  to  the  provisions  of  the 
agreement,  or  from  disposing  of  any  of  the  unclaimed 
shares  in  manner  provided  for  by  the  fourth  resolution 
passed  on  January  31  1906,  or  otherwise  from  dealing  with 
any  of  the  shares  in  the  White  Feather  Main  Reefs  (1906), 
Lim.,  part  of  the  consideration  for  the  acquisition  of  the 
defendant  company's  assets  by  the  last-mentioned  company 
otherwise  than  in  accordance  with  the  rights  of  the  mem- 
bers of  the  defendant  company.  The  present  application 
was  a  motion  that  the  defendants  might  be  restrained, 
until  trial  of  the  action  or  further  order,  from  carrying  into 
effect  the  agreement ;  or,  in  the  alternative,  from  dis- 
tributing 140,000  shares  of  5s.  each  with  3s.  6d.  paid  in 
the  capital  of  the  White  Feather  Main  Reefs  (1906),  Lim., 
in  accordance  with  the  provisions  of  that  agreement,  or 
from  selling  any  of  the  shares  not  applied  for  by  members 
of  the  defendant  company  in  manner  provided  for  by  reso- 
lution 4  of  the  resolutions,  or  from  disposing  of  the  shares 
or  any  of  them  otherwise  than  in  accordance  with  the 
rights  of  the  members  of  the  defendant  company.  The 
company  the  White  Feather  Reward,  Lim.,  was  incorpo- 
rated in  1900  under  the  Companies  Acts,  with  a  capital  of 
;^i4o,ooo  divided  into  140,000  shares  of  £1  each,  all  of 
which  were  issued  and  at  the  time  of  the  transactions  now 
in  question  were  fully  paid  up.  The  memorandum  of 
association  contained,  among  the  objects  fox  which  the 
company  was  established,  the  following  :  — "  (w)  To  sell, 
"lease,  exchange,  surrender,  improve,  manage,  develop, 
**  mortgage,  dispose  of,  turn  to  account,  or  otherwise  deal 
"with  the  undertaking  and  property  and  rights  of  the  com- 
"pany  or  any  part  thereof,  for  such  consideration  as  the 
''company  may  think  fit,  and  in  particular  for  any  shares, 
"fully  or  partly  paid  up,  debentures  fully  or  partly 
"paid  up,  or  securities  fully  or  partly  paid  up, 
"or  property  of  any  other  company,  and  to  divide 
"such  part  or  parts,  as  may  be  determined  by 
"the  company,  of  the  purchase-money,  whether  in 
"cash,   shares,   or  other  equivalent,   which  may  at   any 
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"time  be  received  by  the  company  on  a  sale  of,  or  other 
"dealing  with,  the  whole  or  part  of  the  property,  estate, 
"effects,  and  rights  of  the  company  amongst  the  members 
"of  the  company,  by  way  of  dividend  or  bonus  in  propor- 
^tion  to  their  shares,  or  to  the  amount  paid  up  on  their 
"  shazes,  or  otherwise  to  deal  with  the  same,  as  the  com- 
"  pany  may  cletermine.  And  the  powers  contained  in  this 
"and  the  preceding  sub-section  (v)  shall  be  exercisable, 
"whether  in  view  of  a  winding-up  of  the  company  or  not." 
"  (x)  To  distribute  any  of  the  assets,  ol  the  company  among 
"the  members  in  specie,  or  otherwise,  but  so  that  no  dis- 
"tribution  amounting  to  a  reduction  of  capital  be  made 
"without  the  sanction  of  the  Court  where  necessary." 
Article  179  of  the  articles  of  association  was  as  follows  :  — 
"The  liquidator,  on  any  winding-up  (whether  voluntary, 
"under  supervision,  or  compulsory)  may,  with  the  sanc- 
"tion  of  an  extraordinary  reeolution,  divide  among  the 
"  oontributories  in  specie  the  whole  or  any  part  of  the 
"  assets  of  the  company,  and  may,  with  the  like  sanction, 
"  vest  the  whole  or  any  part  of  the  assets  of  the  company  in 
"trustees  upon  such  trusts  for  the  benefit  of  the  contribu- 
"tories  as  the  liquidator,  with  the  like  sanction,  shall 
"think  fit."  By  an  agreement  made  Janua.ry  22  1906 
between  White  Feather  Reward,  Lim.  (the  vendor  com- 
pany), and  \Vhite  Feather  Main  Reefs  (1906),  Lim.  (the 
purchasing  company),  it  was  agreed  :— (i)  That  the  vendor 
company  should  sell,  and  the  purchasing  company  should 
purchase,  all  the  undertaking,  business,  lands,  mines, 
mineral  rights,  and  other  property  and  effects  of  the  vendor 
company ;  (2)  as  part  of  the  consideration  the  purchasing 
company  should  satisfy  and  discharge  the  existing  debts, 
liabilities,  and  obligations  of  the  vendor  company ;  (3)  as 
further  consideration  the  purchasing  company  should,  if 
the  vendor  company  within  six  months  passed  an  effective 
resolution  for  a  voluntary  winding-up,  pay  all  the  costs  of 
the  winding-up;  (4)  as  further  consideration  the  pur- 
chasing company  should  allot  to  the  vendor  company,  or 
at  the  vendor's  option  to  its  nominees,  140,000  shares  of  5s. 
each  in  the  capital  of  the  purchasing  company  credited 
with  38.  6d.  per  share  as  paid  up  thereon ;  (5)  the  vendor 
company  should  apply  and  find  substantial  nominees  who 
would  within  two  months  after  the  date  thereof,  or  within 
such  extended  time  as  might  be  agreed  between  the  parties 
thereto,  apply  for  and  accept  an  allotment  of  the  shares, 
and  pay  6d.  per  share  on  application,  and  agree  to  pay  6d. 
per  share  on  April  30  and  the  remaining  6d.  per  share  on 
June  30 ;  (6)  in  the  event  of  the  vendor  company  failing  to 
comply  with  the  conditions  of  the  last  preceding  clause 
with  regard  to  any  of  such  shares  so  to  be  applied  for  (for 
which  purpose  time  should  be  of  the  essence  of  the  con- 
tract), the  shares  unapplied  for  by  the  vendor  company,  or 
in  respect  of  which  substantial  nominees  should  not  have 
been  found  who  should  have  applied  for  and  accepted  an 


allotment  as  aforesaid,  should  be  at  the  disposal  of  the 
purchasing  company,  and  the  vendor  company  should  not 
be  under  any  liability  to  become  a  member  of  the  pur- 
chasing company  in  respect  of  any  of  the  said  shares.  Con- 
temporaneously with  the  agreement  the  directors  issued 
a  report  stating  that  negotiations  had  been  for  some  time 
going  on  and  had  resulted  in  an  agreement  for  amalgama- 
tion with  the  White  Feather  Main  Reefs,  Lim.,  and  that, 
in  order  to  provide  funds  for  further  dev^opmeot,  and 
with  a  view  to  economical  working,  it  would  be  necessary 
to  ask  the  shareholders  to   agree  to   an  assessment  of 
IS.  6d.  on  both  companies*  shares,  and  that  it  was  now 
proposed  to  register  a  new  company  with  a  capital  of 
;^75,ooo  in  300,000  5s.  shares  (in  place  o(  £1  shares  as  at 
present),  credited  with  3s.  6d.  paid,  of  which  140,000  were 
allocated  for  shareholders  in  White  Feather  Reward,  Lim., 
and  160,000  for  shareholders  in  White  Feather  Main  Reefs. 
Lim.,   those  figures  representing  the  number   of   shares 
issued  in  both  companies.     At  the  same  time  with  the 
report,  the  directors  gave  notice  that  a  meeting  of  the  com- 
pany would  be  held  on  January  31,  at  which  the  meeting 
would  be  asked  to  consider  an  amalgamation  scheme  and, 
if  thought  fit,  to  pass  certain  resolutions.    The  resolutions 
were  as  follows: — (i)   "That  the  amalgamation   scheme 
"submitted  to  this  meeting  be  and  the  same  is  hereby 
"  approved  "  ;  (2)  "  That  it  is  desirable  to  wind  up  this  com- 
"pany,  and  accordingly  that  the  White  Feather  Reward, 
"Lim.,  be  wound  up  voluntarily  "  ;  (3)  "that  the  liquidator 
"  of  the  company  be  and  is  hereby,  as  and  from  the  date  of 
•'his  appointment,  authorised  and  required  to  off»  the 
"shares  of  the  new  company  of  5s.  each  (credited  with 
"3s.  6d.  as  paid  up  thereon)  receivable  under  the  agree- 
"  ment  for  sale  referred  to  in  the  amalgamation  scheme  for 
"distribution  among  the  members  of  the  company,  at  the 
"  rate  of  one  of  such  new  shares  for  each  share  in  tiie  exist- 
"  ing  company  held  by  such  members  " ;  (4)  "  that  in  the 
"  event  of  any  of  the  said  members  not  accepting  their  due 
"  proportion  of  such  shares  within  a  time  to  be  limited  in 
"such  offer  (not  being  less  than  14  days)  the  liquidator  be 
"  authorised  and  required  to  use  his  best  endeavours  to  sell 
"the  shares  not  so  accepted  upon  the  best  terms  obtain- 
"able,  and  to  hold  the  net  proceeds  of  such  sale  upon 
"  trust  to  distribute  the  same  among  such  members."    The 
amalgamation  scheme  stated  that : — "(i)  A  new  company 
"called  the  White  Feather  Main  Reefs  (1906),  Lim.,  had 
''been  formed  and  registered,  and  would  have  a  capital  of 
"  ;^7S,ooo  divided  into  300,000  shares  of  5s.  each ;  (2)  the 
''new  company  purchased  from  the  present  company  and 
"the  White  Feather  Main  Reefs,  Lim.,  their  respective 
''undertakings  and  assets  for  a  consideration  consisting 
"^— (j)  299,993  shares  of  5s.  each,  of  which  140,000  were 
"allocated  to   the    White    Feather    Reward,    Lim.,    and 

"  I  W,9Q3  to  the  White  Feather  Maj^T^Mfsr^Lim.,  the  said 
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"shares  were  credited  as  being  paid  up  to  the  extent  of 
''3s.  6d.  per  share,  and  had  a  liability  of  is.  6d.  per  share, 
"payable  6d.  on  application,  6d.  on  April  30  1906,  and  6d. 
''on  June  30  1906 ;  and  (b)  the  payment  and  satisfaction  of 
''the  debts  and  liabilities  of  the  companies,  including  the 
"  cost  of  liquidation  ;  (3)  the  present  companies  to  go  into 
"vohmtary  liquidation,  and  the  liquidator  to  offer  the 
'\shares  in  the  new  company  (credited  with  3s.  6d.  per 
"share  as  paid  up  thereon),  receivable  as  above,  for  dis- 
"tribution  among  the  members  of  the  respective  com- 
'*  panics,  at  the  rate  of  one  of  such  new  shares  for  each 
*'  share  in  the  existing  companies  held  by  such  members ; 
''(4)  in  the  event  of  any  of  the  said  members  not  aocept- 
"ing  their  due  proportion  of  such  shares  within  a  time  to 
"be  limited  in  such  offer  (not  being  less  than  14  days), 
*'  the  liquidator  should  use  his  best  endeavours  to  sell  the 
"shares  not  so  accepted  upon  the  best  terms  obtainable, 
''and  should  distribute  the  net  proceeds  of  such  sale 
"  among  such  members."  It  was  admitted  that  section  161 
of  the  Companies  Act,  1862,  did  not  apply  in  the  present 
case,  but  it  was  contended  for  the  defendants  that  the 
shareholders  got  under  the  proposed  scheme  all  the  rights 
they  would  have  if  it  were  a  case  under  that  section,  that 
there  was  no  inequality  in  the  distribution  of  the  shares, 
and  that  the  whole  transaction  was  perfectly  legal. 

JUDGMKNT. 

Mr.  Justice  Warrington  said  that  the  case  was  one  of 
considerable  general  importance,  and  he  was  extremely 
indebted  to  counsel  for  the  assistance  they  had  given  the 
Court.  The  question,  and  the  only  question,  which  he 
had  to  decide  was  whether  certain  arrangements  were 
wholly  or  in  part  uiira  vires  the  defendant  company.  He 
desired  to  say  at  once  that  he  had  not  to  decide  whether  the 
arrangements  were  fair  or  unfair  to  shareholders  in  the 
defendant  company,  and  he  desired  also  to  say  that  the 
Court  was  not  in  a  position,  or  in  possession  of  sufficient 
materials  to  say  whether  they  were  fair  or  not,  and  he 
expressly  abstained  from  saying  anything  about  that.  The 
only  question  was  whether  the  company  were  acting 
within  their  powers.  His  Lordship  read  the  clauses  (w) 
and  (jt)  of  the  memorandum  of  association  above  set  out, 
and  the  material  parts  of  the  agreement  of  January  22 
1906,  and  the  resolutions  and  the  amalgamaition  scheme, 
and  said  that  the  plaintiff  objected  that  the  agreement  and 
rcs<jlutions  were  ulfra  viresy  and  the  question  was  whether 
ho  was  right.  Looking  at  the  agreement  itself,  was  it  or 
was  it  not  within  the  clauses  of  the  memorandum  of  asso- 
ciation ?  It  was  said  not  to  be,  and  that  the  sale  was  not  a 
sale  within  the  memorandum.  But  the  terms  of  the  memo- 
randum were  in  extremely  wide  terms,  and  provided  that 
the  company  might  sell  for  partly  or  fully  paid-up  shares. 
If  there  were  no  authority  on  the  point,  the  fact  that  the 
sale  was  for  partly-paid  shares  would  not  render  it  outside 
the  memorandum.  Nor,  again,  in  the  absence  of  authority, 
tipon  the  facts  which  he  had  stated,  was  it  any  the  less  a 
sale  within  the  memorandum  because  it  was  a  sale  in  view 
of  a  winding-up.  But  on  both  points  there  was  authority, 
which  covered  them.     That  the  sale  for  unpaid  shares, 


though  in  view  of  a  winding-up,  in  the  absence  of  special 
provision,  would  not  be  otherwise  than  within  the  clause 
of  the  memorandum,  was  decided  by  Mr.  Justice  Buckley 
in  Mason  v.  Motor  Traction  Companyy  Lint.  (1905,  i  Ch. 
419),  and  in  Doughty  v,  Lomagunda  Reefs,  Lim.  (1902,  2 
Ch.  837).  Therefore,  both  on  the  express  terms  of  the 
memorandum,  and  upon  authority,  the  fact  that  the  sale 
was  for  partly-paid  shares  and  in  view  of  a  win<ling-up 
did  not  cause  it  to  be  ultra  vires.  But  it  was  further  said 
that  the  sale  was  not  within  the  memorandum  because  of 
the  provisions  of  the  agreement  with  reference  to  the  taking 
up  by  the  company  or  its  nominees  of  the  unpaid  shares. 
As  an  agreement  between  vendor  and  purchaser,  and 
having  regard  to  the  peculiar  nature  of  the  consideration — 
namely  partly-paid  shares — he  could  see  nothing  in  it  to 
render  it  anything  but  a  bond  fide  sale  of  assets  by  one 
company  to  another.  The  agreement  was  in  effect  one  by 
which  a  new  company  purciiased  the  assets  with  the  object 
of  working  the  assets  and  carrying  on  the  business,  and  it 
was  plain  from  the  agreement  that  to  carry  on  the  business 
the  new  company  must  be  provided  with  funds,  which  it 
would  derive  from  the  fact  that  the  consideration  was 
partly  for  unpaid  shares.  Remembering  that,  it  was  neces- 
sary for  the  vendor  company,  and  for  the  purchasing  com- 
pany if  they  were  to  get  the  benefit  of  the  purchase,  to 
make  some  provisions  as  to  taking  up  the  shares.  It  was 
necessary  for  the  vendors  to  prevent  themselves  being 
under  an  obligation,  so  as  to  be  liable  for  unpaid  calls, 
and  it  was  necessary  for  the  purchasing  company  to  make 
some  stipulation  to  ensure,  so  far  as  it  was  possible,  the 
provision  of  further  capital,  so  as  to  enable  the  assets  to 
be  employed  profitably.  That  was  proWded  for  by  Clauses 
5  and  6  of  the  agreement.  Ixx>ked  at  as  an  agreement  for 
sale  and  purchase  in  view  of  a  winding-up,  those  pro- 
visions were  reasonable  in  themselves,  jind  did  not  prevent 
it  being  an  agreement  for  sale  within  Clause  (w).  But 
the  plaintiff  said  the  agreement  could  not  be  looked  at 
by  itself.  To  a  certain  extent  that  argument  was  true. 
The  agreement  was  part  of  a  series  of  transactions  to  bring 
about  the  reconstruction  of  a  comipany  with  capital  not 
fully,  but  partly  paid  up.  But  that  did  not  carry  the  matter 
far  enough.  Although  the  agreement  was  made  with  a 
view  to  winding-up,  it  left  the  vendor  company  free, 
within  limits  which  wene  reasonable  as  between  vendor  and 
purchaser,  to  deal  with  the  consideration  money  as  they 
thought  fit.  The  authority  which  was  most  relied  upon 
by  the  plaintiff  on  this  point  was  Manners  v.  St.  David^s 
Gold  and  Copper  Mines,  Lim.  (1904,  2  Ch.  593).  The  effect 
of  that  case  was  that  the  Court  of  Appeal  came  to  the  con- 
clusion that  the  agreement  in  that  case  was  not  a  sale 
within  the  memorandum,  but  was  a  device  to  compel  fully- 
paid  shareholders  to  contribute  further  capital  or  forfeit 
their  shares.  A  vital  distinction  between  that  case  and 
the  present  was  that  the  agreement  there  bound  the  vendor 
company  to  deal  with  the  consideration  in  a  particular 
manner,  and  contained  a  provision  to  the  effect  that  any 
shareholder  who  did  not  accept  the  new  shares  forfeited 
for  the  benefit  of  the  purchasing  company  his  share  in  the 


52 


THE  ACCOUNTANT  LAW  REPORTS 


April  14,  1906. 


assets  of  the  vendor  company.  On  that  ground  the 
deoiaion  there  went.  Tlie  obvious  result  of  the  provisions 
oi  the  agreement  there  was  that  the  shareholder  was  com- 
pelled either  to  take  the  partly-paid  shares  which  were 
offered,  or  to  lose  all  his  inteirest  in  the  vendor  company, 
and  not  only  that,  but  the  value  of  his  interest  went  wiiolly 
to  the  purchasing  company.  There  was  still  the  final  point 
in  the  present  case.  Was  the  proposed  distributdon  accord- 
ing to  tibe  due  course  of  winding-up?  Each  shareholder 
was  to  be  at  liberty  to  take  the  shares  which  were  offered 
him,  but  there  was  the  provision  that  if  any  number  of 
shareholders  should  not  desire  to  take  their  shares  they 
should  be  sold,  and  the  proceeds  distributed  among  them 
in  proportion  to  the  shares  held  by  them  in  the  old  com- 
pany. His  Lordship  did  not  think  there  was  anything  in 
this  otherwise  thaji  in  accordance  with  a  distribution  in 
due  course  of  winding-up,  for  which  Burdett-Coutts  v.  True 
Blue  (Hattnan's)  Gold  Mine  (1899,  2  Ch.  616)  was  an 
authority.  In  his  view  neither  on  authority  nor  on  prin- 
ciple was  the  proposed  distribution  ultra  vires.  With 
regard  to  Bisgood  v,  Nile  Valley  Company,  Lim, 
[ante,  p.  317),  it  might  be  noticed  that  the  agreement  there 
had  not  been  actually  entered  into,  and  that  fact  might 
have  had  something  to  do  with  the  decision,  because  Mr. 
Justice  Kekewich  had  not  to  consider  an  executed  contract, 
but  rather  a  proposal  whether  what  was  contemplated 
was  fair  or  not.  Another  distinguishing  factor  in  that 
case  was  that  provisions  were  inserted  in  the  agreement  of 
sale  as  to  what  should  be  done  with  the  shares  to  be  dis- 
tributed, and  it  was  not  left  open  to  the  company  to  deal 
with  them  as  they  thought  fit,  but  they  were  bound  by  the 
agreement,  llie  result  was,  in  the  present  case,  that  upon 
the  neat  question  whether  the  company  were  acting  ultra 
vircsy  his  Lordship  must  come  to  the  conclusion  they  were 
xiat,  but  as  to  whether  it  was  fair  or  unfair  he  would  say 
nothing,  and  would  disclaim  any  intention  of  expressing 
ail  opinion.  The  motion,  therefore,  must  be  refused,  and 
the  defendants'  costs  of  the  motion  would  be  thedr  costs 
in  the  action. 

(22  Times  Law  Re  ports  ^  400.) 


Miscellaneous. 

KING'S  BENCH  DIVISION. 
March  21   and  22. 
(Before  Farwell,  J.) 
Litchfield  v.  Dreyfus. 

" Money-Under"-^Legitimate  Aft  Business— Payment  by  Bills 
—Loans  to  Private  Friends— Money-lenders'  Act,  igoo  (63 
6*  64  Vict,  c.  51),  s.  6. 

This  action  raised  an  important  point  as  to  what  consti- 
tutes a  "money-lender"  within  the  meaning  of  the  Money- 
U'liders  Act,  1900. 

I'he  plaintiff  sued  the  defendant  on  three  bills  of 
t\<  hajige,  and  there  was  no  defence  to  the  claim  as  it 
stooil.  'llie  defendant,  however,  alleged  that  the  plaintiff 
was  an  umegistered  "money-lender"  within  the  meaning 


of  the  Money-lenders  Act,  1900,  and  could  not  accordingly, 
as  such,  recover  anything  under  the  bills;  and  he  now 
asked  leave  to  aimend  his  pleading  by  putting  in  an  allega- 
tion to  this  effect. 

It  appeared  from  the  evidence  that  the  plaintiff,  prior 
to  1903,  had  carried  on  a  well-known  business  as  dealer  in 
curios,  antiques,  &c.,  and  that  in  the  course  of  this  bosf- 
ncss,  and  in  legitimate  pursuit  thereof,  he  had  sometimes 
taken  bills  from  his  customers  in  payment  oi  amoonts  due 
to  him.  In  June  1903  he  had  discontinued  this  business, 
and  had  sold  his  stock-inrtrade.  Very  large  sums  had  been 
realised  by  this  sale,  and  bills  had  again  been  taken  for  a 
very  large  portion  of  the  purchase-money.  It  appeared, 
also,  that  the  plaintiff  had  assisted  two  businesbes  in 
which  he  was  largely  interested ;  and  that  he  had  financed 
them,  by  taking  and  discounting  the  bills  of  their 
customers,  or  by  taking  bills  for  interest  due  on  certain 
debentures  which  he  held  in  one  of  these  businesses. 
Lastly,  he  had  also  assisted  certain  old  friends  and  busi- 
ness acquaintances,  amounting  in  all  to  about  ten  persons, 
to  whom  he  had  lent  money,  apparently  on  easier  terms 
than  they  would  have  got  elsewhere,  and  from  ^wtxMn  he 
had  taken  bills. 

JUDGMENT. 

Farwell,  J.,  said  that  since  the  decision  in  The  Victorian 
Daylesford  Syndicate  v,  Dott  (1905,  74  L.J.  Rep.  Ch.  673 ; 
L.R.  (1905)  2  Ch.  624)  it  was,  of  course,  a  most  serious 
consideration  to  determine  what  constituted  a  money- 
lender within  the  definition  of  section  6  of  the  Money- 
lenders Act,  1900,  which  expressly  excepted  (sub-section  d) 
"  any  person  bond  fide  carrying  on  the  business  of  banking 
"or  insurance  or  bond  fide  carrying  on  any  business  not 
"^  having  for  its  primary  object  the  lending  of  money,  in 
"^  the  course  of  which  and  for  the  purposes  whereof  he  lends 
"  money."  In  the  present  case  it  was  plain  that  the  plaintiff 
formerly  carried  on  a  perfectly  legitimate  business  as  an 
art  dealer,  and  that,  as  incidental  to  that  business,  be  took 
bills  in  payment  from  his  customers.  It  was  admitted  also 
that  he  had  taken  bills  in  payment  for  the  sale  of  his  stock- 
in-trade.  In  his  judgment,  the  subsequent  negotiations 
and  dealings  with  those  bills,  whether  by  renewal  or  other- 
wise, came  clearly  within  the  exception  in  section  6.  With 
regard  to  the  assistance  and  financing  of  the  two  busi- 
nesses, there  was  nothing  in  that,  so  far  as  he  could  see, 
that  could  be  called  money-lending.  Then  as  to  the  loans 
to  private  friends,  that  did  not  constitute  the  plaintiff  a 
"money-lender  "  in  the  sense  in  which  he  understood  that 
term.  He  understood  a  "  mon^-lender  "  to  mean  a  man 
who  was  ready  and  willing  to  lend  to  all  persons,  provided, 
of  course,  that  they  were  otherwise  eligible.  He  thought 
that  the  true  meaning  of  the  Act  was  that  it  was  intended 
to  apply  to  people  who  were  carrying  on  the  real  business 
of  money-lending  in  such  a  way  as  to  make  themselves 
obnoxious.  On  the  facts  of  the  present  case  he  held  that 
the  plaintiff  did  not  carry  on,  and  never  had  carried  on, 
the  business  of  a  money-lender.  Under  these  circum- 
stances the  amendment  under  the  Act  ought  never  to  have 
been  asked  for,  and  the  defence  failed  en^rely.        ^ 
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Xaw  1{eport0« 
A  dministrations. 

CHANCERY  DIVISION. 

March  23. 

(Before  Kekewich,  J.) 

In  re  Bourne;  Davey  v.  Bourne. 

A rrest  —  Trustee  —  Executor  —  Debtor  appointed  Executor  — 
Debtor  able  to  Pay  Debt^Debtors  Act,  1869  (32  6-  33 
Vict.  c.  62),  s.  4,  subuc.  3. 

This  was  a  motion  by  the  plaintiffs  for  leave  to  issue  a 
writ  of  attachment  against  the  defendant  Joseph  Bourne 
for  his  alleged  contempt  in  not  paying  into  Court  a  sum 
of  ;^2,i3i  17s.  3d.,  pursuant  to  the  judgment  in  the  action. 
The  judgment  declared  that  the  defendant  was  accountable 
for  the  sum  in  question  ''  as  assets  in  his  hands  belonging 
to  the  estate  of  the  testator  "  with  interest,  and  ordered 
th«  defendant  to  pay  the  money  into  Court  within  fourteen 
days  after  service  of  the  judgment. 

The  facts  were  as  follows: — During  the  testator's  life- 
time he  advanced  to  the  defendant  the  sum  of  ;f  2.000,  and 
for  this  sum  the  defendant  gave  him  four  promissory  notes. 
This  debt  was  still  due  from  the  defendant  to  the  testator 
at  the  time  of  his  death,  on  May  18  1904.  The  testator 
appointed  the  plaintiff,  Augustus  B.  Davey,  and  the 
defendant  executors  of  his  will,  and  the  will  was  proved 
by  both  executors.  Notwithstanding  repeated  applications 
to  the  defendant  by  his  co-executor  for  payment  of  this 
debt,  the  defendant  refused  to  pay,  and  denied  his  liability 
to  the  testator  or  his  estate,  and  ultimately  Mr.  Davey  and 
Miss  Alberta  Bourne,  the  residuary  legatee  under  the  will, 
commenced  this  action  in  the  Chancery  Division  against 
the  defendant,  and  obtained  judgment  against  him  before 
Mr.  Justice  Joyce  in  the  terms  above  mentioned.  This 
judgment  was  personally  served  on  the  defendant  on 
August  14  1905,  but  he  made  no  serious  attempt  to  comply 
with  it,  and  on  August  26  1905  he  filed  his  own  petition  in 
bankruptcy.  The  plaintiffs'  case  was  that  the  defendant 
got  rid  of  practically  the  whole  of  his  property  and  paid  off 
certain  of  his  creditors  without  making  the  slightest  pro- 
vision for  the  plaintiffs'  claim,  and  that  he  took  every 
available  step  he  could  to  evade  payment,  notwithstanding 
that  since  the  time  of  the  testator's  death  he  had  at  one 
time  ample  means  in  his  hands  for  payment,  and  they  sub- 
mitted that  he  was  a  trustee  or  person  acting  in  a  fiduciary 
capacity  within  sub-section  3  of  section  4  of  the  Debtors 
Act,  1869,  and  was  liable  to  imprisonment  for  non-com- 
pliance with  the  judgment. 

JUDGMENT. 

Mr.  Justice  Kekewich  said  that  in  order  to  succeed  on 
this  motion  the  plaintiffs  must  bring  the  case  within  the 
third  exception  in  the  fourth  section  of  the  Debtors  Act, 
1S69 — "Default  by  a  trustee  or  person  acting  in  a  fiduciary 


"capacity  and  ordered  to  pay  by  a  Court  of  Equity  any 
"sum  in  his  possession  or  under  his  control."  In  the 
large  majority  of  cases  of  this  class  which  came  before  the 
Court  there  was  nothing  to  be  done  in  order  to  see  whether 
the  case  fell  within  the  exception  but  to  refer  to  the  order 
under  which  the  defendant  was  liable  to  pay.  If  the  order 
was  properly  drawn,  it  expressed  on  the  face  of  it  the 
position  of  the  defend aint  as  trustee  or  as  occupying  a 
fiduciary  character  and  then  the  Court  did  not  allow  the 
defendant  to  go  behind  that  and  say  that  notwithstanding 
the  order  he  really  did  not  occupy  that  position.  That 
was  the  settled  practice  of  the  Court  and  was  recognised 
in  Preston  v.  Etherington  (37  Ch.D.  104).  He  therefore 
turned  in  the  first  instance  to  the  judgment  in  this  case. 
Did  that  judgment  treat  the  defendant  as  owing  the  money 
in  a  fiduciary  character?  In  his  Lordship's  opinion  the 
language  was  ambiguous  upon  that  point,  and  he  thought 
that  it  was  open  to  the  defendant  to  say  that  it  contained  no 
clear  declaration  that  he  owed  the  debt  in  a  fiduciary 
character.  A  trustee  was  accountable  not  only  for  what  he 
had  in  his  hands  but  for  what  he  had  in  the  hands  of  an 
agent  and  sometimes  for  what  he  ought  to  have  received. 
Accountability  did  not  conclude  the  question  whether  he 
had  actually  received  the  money  or  not  and  unless  the 
money  was  in  his  possession  or  under  his  control  attach- 
ment could  not  be  ordered.  He  was  inclined  to  think  that 
the  meaning  of  the  order  was  merely  to  point  out  in  what 
respect  the  defendant  was  accountable,  and  that  if  that 
was  the  true  construction  he  could  not  send  a  man  to 
prison  on  that  order  without  going  into  the  facts.  There- 
fore he  must  be  satisfied  that  the  money  was  in  the 
defendant's  possession  or  under  his  control  in  a  fiduciary 
character.  Of  the  fiduciary  character  there  could  not  be 
much  doubt.  He  owed  the  money  as  executor  but  the 
real  question  was  whether  the  money  was  due  from  him  at 
all  in  the  sense  that  it  was  in  his  possession  or  under  his 
control.  It  appeared  that  the  testator  advanced  a  con- 
siderable sum  of  money  to  the  defendant,  for  which  he 
gave  promissory  notes.  He  was  a  mere  debtor  for  that 
sum.  When  the  testator  died  he  was  his  executor.  He 
was  then  in  the  position  of  a  debtor  appointed  executor. 
Therefore,  as  regards  his  liability  to  the  estate,  he  fell 
within  the  description  given  in  Williams  on  Executors, 
loth  ed.,  p.  1,056: — "The  effect  in  equity  of  the  appoint- 
"  ment  of  a  debtor  to  the  ofiice  of  executor  is  .  .  .  that 
"the  debt  due  from  the  debtor  executor  is  considered  to 
"  have  been  paid  to  him  by  himself ;  and  upon  this  supposi- 
"tion  it  is  an  established  rule  in  equity  that  the  executor 
"  shall  be  accountable  for  the  amount  of  his  debt  as  assets." 
Now,  could  a  man  be  ^ent  to  prison  because  being  an 
executor  he  was  also  a  debtor?  That  point  had  been 
decided  by  Vice-Chancellor  Malins  in  Metcalfe^s  case  (13 
Ch.D.  815,  at  p.  820),  where  he  said ; — "^^utJtJie  case  of 
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"  an  executor  who  was  indebted  to  the  estate  of  his  testator, 
"by  which  I  mean  not  a  debt  incurred  after  the  death  of 
"the  testator,  but  money  which  he  owed  to  the  testator 
"  when  he  died.  Is  that  money  in  his  hands  in  a  fiduciary 
"character?  As  I  conceive,  certainly  not."  The  same  thing 
was  decided  by  Mr.  Justice  Stirling  in  In  re  Woodward 
(30  S.J.  753).  But  that  was  only  a  small  part  of  this  case. 
The  Court  was  entitled  to  look  into  the  circumstances,  and 
in  this  case  there  was  conclusive  evidence  that  the 
defendant  since  he  became  executor  had  the  means  to  pay, 
and  not  only  did  not  pay,  but  would  not  pay,  and  that, 
rather  than  pay,  he  went  into  bankruptcy  to  defeat  these 
particular  creditors.  Now,  the  Court  of  Appeal  in  In  re 
Smith  (1893,  *  Ch.  i,  at  p.  18)  said  this: — "Andrews 
"trusted  his  co-trustee  Hooton,  and  handed  money  to  him, 
"  and  this  money  was  misapplied.  Andrews  is  liable  for  it ; 
"  but  he  was  not  himself  guilty  of  any  dishonesty  or  f raudu- 
"  lent  breach  of  trust."  If  he  had  been  guilty  of  di^onesty 
or  fraudulent  breach  of  trust  he  would  have  been  liable  to 
go  to  prison,  notwithstanding  the  money  wais  not  in  his 
hands,  because  he  allowed  the  money  to  go  into  the  hands 
of  a  fraudulent  trustee.  Had  this  defendant  been  dis- 
honest? He  did  not  pay  his  debt.  There  was  no  authority 
for  holding  that  a  man  who  did  not  pay  his  debts  was 
necessarily  dishonest.  Nor  could  it  be  regarded  as  dis- 
honest to  seek  the  aid  of  the  Court  of  Bankruptcy.  But  it 
was  dishonest  to  incur  debts  which  you  knew  you  could 
not  pay,  and  it  was  equally  dishonest  not  to  pay  your  debts 
when  you  had  the  means  to  pay.  This  defendant  at  one 
time  was  possessed  of  ample  means  to  pay  this  debt,  but 
he  neglected,  or,  rather,  he  pertinaciously  refused,  to  pay. 
That,  within  the  language  of  the  Court  of  Appeal,  was  dis- 
honest, and  the  law  treated  that  debt  as  money  in  his 
hands.  He  had  the  money,  so  to  sp>eak,  in  his  private 
pocket,  and  he  ought  to  have  taken  it  out  of  his  private 
pocket  and  transferred  it  to  his  trustee*pocket.  His  Lord- 
ship thought  that  the  defendant  had  had  the  money,  not 
only  in  law,  but  in  fact,  as  executor,  and  that  he  ought  to 
be  punished  by  being  sent  to  prison. 

The  defendant's  counsel  having  intimated  that  he  would 
take  steps  to  serve  notice  of  appeal  immediately,  the  Court 
ordered  that  nothing  should  be  done  under  the  order  in 
the  meantime. 

The  defendant  appealed. 


COURT  OF  APPEAL. 

April  4. 

(Before  Collins,  M.R.,  Romer  and  Cozens-Haxdy,  L.JJ.) 

JUDGMENT. 

The  Court  dismissed  the  appeal. 

The  Master  of  the  Rolls  said  that  this  was  an  appeal 
from  an  order  of  attachment  made  by  Mr.  Justice 
Kekewich.    That  order  was  based  upon  the  non-compliance 


by  the  defendant  with  a  jud|^ent  made  by  Mr.  Justice 
Joyce,  whereby  it  was  declared  that  the  defendant    was 
accountable  for  a  certain  sum  of  money  as  assets  in.  his 
hands  belonging  to  the  estate  of  the  testator,  and  he  was 
ordered  to  pay  the  money  into  Court  within  a  certain  time. 
In  point  of  fact,  the  defendant  was  the  executor  of  the 
testator,  and  he  owed  this  money  to  the  testator.      Nc 
doubt  he  thought  that  as  between  him  and  the  testator  the 
testator  never  intended  him  to  pay,  and  he  acted  on  that 
footing,   and  never  did  pay  the  debt,   although  he    had 
effects  in  his  hands  out  of  which  he  might  have  paid  it. 
Ultimately    proceedings    were    taken    in    the    Chancery 
Division,  which  resulted  in  the  judgment  above  stated. 
The  present  application  was  made  under  sub-section  3  of 
section  4  of  the  Debtors  Act,  1869,  which  preserves  the 
right  of  attachment  in  the  case  of  "  default  by  a  trustee  or 
"person  acting  in  a  fiduciary  capacity  and  ordered  to  pa.y 
"  by  a  Court  of  equity  any  sum  in  his  possession  or  under 
"his   control."     The  way   in  which  the  defendant    was 
brought   under   that   sub-section   was   this.     He   was    an 
executor  owing  a  sum  of  money  to  the  testator  at  the  testa- 
tor's death,  and  being  executor  there  was  a  difficulty  at 
common  law  in  suing  him  for  the  debt,  because,  being 
both  the  person  to  receive  and  the  person  to  pay  the  money, 
he  could  not  be  made  responsible.    But  the  whole  matter 
was  now  governed  by  the  rules  of  equity,  and  in  equity  the 
executor  was  deemed  to  have  paid  himself  the  debt  which 
he  owed  in  a  fiduciary  capacity,  and  he  was  deemed  to  be 
in   possession   of    the    money    in    that   capacity.      That 
appeared  from  the  form  of  the  judgment  in  this  case.     In 
these  circumstances,  default  having  taken  place,  it   was 
clear  that  this  case  came  within  the  jurisdiction  preserved 
by  sub-section  3  of  section  4  of  the  Debtors  Act.     Then 
came  the  question   of  discretion.     So  far  as  discretion 
was  concerned  the  learned  Judge  had  exercised  his  discre- 
tion unfavourably  to  the  defendant,  and  had  given  his 
reasons  for  exercising  it ;  and,  in  his  Lordship's  opinion, 
the  conclusion  of    the    learned    Judge  was   abundantly 
justified  by  the  evidence.     The  defendant  took  up  the 
position  that  he  ought  not  to  be  called  upon  to  pay  this 
money,  and  before  Mr.  Justice  Joyce  he  set  up  the  defence 
that  the  debt  was  intended  as  a  gift,  and  that  defence  was 
found  to  be  hopeless.     However,  the  defendant  decided 
for  himself  that,  whatever  the  objection  of  the  law  was,  he 
ought  not  to  pay,  and  accordingly  he  deliberately  took 
steps  to  make  that  judgment  fruitless.     In  these  circum- 
stances the  learned  Judge  acted  quite  rightly  in  exercising 
his  discretion  hy  making  an  order  for  attachment.     The 
appeal  failed. 

Lord  Justice  Romer  agreed.  With  regard  to  the  lega] 
question,  he  had  no  doubt  whatever  that  the  defendant 
came  within  the  provisions  of  sub-section  3  of  section  4 
of  the  Debtors  Act,  1869,  and  that  he  was  in  the  position 
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of  a  trustee  who  had  made  default  when  acting  in  a 
fiduciary  capacity  and  ordered  to  pay  by  a  Court  of  equity 
a  sum  in  his  possession.  Being  indebted  to  the  testator, 
the  debtor  was  appointed  executor  and  proved  the  will. 
The  effect  of  that  was  that  at  law  the  debt  was 
extinguished,  because  there  was  no  one  to  sue  or  be  sued. 
But  in  equity  he  was  held  to  have  paid  himself,  and,  there- 
fore, to  have  the  money  in  his  possession  as  executor. 
That  was  the  view  of  equity,  and  it  was  on  that  footing 
that  he  could  be  made  liable  in  an  action  to  administer 
the  estate  of  the  testator.  It  was  on  that  footing  that  Mr. 
Justice  Joyce  found  that  the  defendant  was  liable  to  pay 
the  sum  of  money  in  question  as  being  money  in  his  hands 
belonging  to  the  estate  of  the  testator.  Therefore,  from  the 
legal  point  of  view,  using  "  legal  "in  the  wider  sense  as 
including  equity  as  well  as  law,  this  defendant  having 
received  the  amount  of  the  debt  as  executor,  the  money  was 
in  his  possession  as  executor,  and  ft  was  impossible  to 
argue  that  he  was  not  liable  to  attachment,  or,  rather,  it 
would  be  impossible  to  so  argue  were  it  not  for  a  dictum  of 
Vice-Chancellor  Malins  in  Metcalfe's  case  (13  Ch.D.  815, 
at  p.  820).  That  was  a  mere  dictum^  which,  except  by  way 
of  illustration,  had  nothing  to  do  with  the  case  before  him, 
and  in  his  (the  Lord  Justice's)  opinion  it  was  not  well- 
founded.  Some  observations  of  Mr.  Justice  Stirling  in 
Jn  re  Woodward  (30  S.J.  753)  were  also  relied  on,  but  it 
was  clear  that  the  learned  Judge  considered  that  that  was 
a  case  in  which,  though  he  had  jurisdiction  to  commit, 
the  question  was  whether,  in  the  exercise  of  his  discre- 
tion, he  ought  to  make  the  order.  He  was  dealing  with  the 
case,  not  as  one  of  law,  but  as  one  of  fact ;  and,  although 
at  law  the  debtor  in  that  case  had  the  money  in  his  hands 
in  his  fiduciary  capacity,  he  proceeded  to  inquire  whether 
in  fact  the  debtor  had  this  money,  and  he  made  that 
inquiry  for  the  purpose  of  exercising  his  discretion.  He, 
the  Lord  Justice,  had  no  doubt  that  the  defendant  in  this 
case  fell  within  the  exception  in  the  Debtors  Act,  and  that 
tlicre  was  jurisdiction  to  commit  him  if  the  circumstances 
were  such  as  to  justify  his  committal.  lie  thought  that 
the  Court  in  exercising  its  discretion  ought  to  inquire,  not 
only  whether  as  a  matter  of  law  the  executor  had  the 
money  in  his  possession,  but  whether  he  had  it  in  his 
IK)ssession  in  substance  and  in  fact.  Suppose  it  appeared 
that  the  executor  never  had  any  means  available  for  pay- 
ment of  the  debt,  speaking  for  himself,  his  Lordship  would 
have  thought  that  was  not  a  case  in  which  a  committal 
ought  to  be  ordered.  He  would  go  further  and  would  say 
that  when  money  came  into  the  hands  of  the  executor 
which  he  might  apply  in  payment  of  his  obligation  to  the 
testator's  estate,  and  the  executor  found  himself  insolvent, 
and,  knowing  that  he  had  other  creditors  who  had  the 
same  moral  right  to  be  paid,  took  proceedings  in  bank- 
ruptcy, in  that  case  also,  speaking  for  himself,  he  would 


have  thought  that  no  order  for  committal  oug^ht  to  be 

made.     But  looking  at  all  the  circumstances  of  this  case, 

he  agreed  that  the  learned  Judge  was  amply  justified  in 

exercising  his  discretion  by  making  an  order  for  committal. 

Lord  Justice  Cozens-Hardy  delivered  judgment  to  the 

like  effect. 

(22  Times  Law  "Reports^  417.) 


CHANCERY  DIVISION. 

March  30. 

(Before  Swinfkn  Eady,  J.) 

lU  Smith  [ice) ;  Smith  v.  Dodsworth. 

Will  —  A HHuitant  —  Tenant- for- Lift  and  Remainderman  — 
Capital  or  Income— Charges  in  respect  of  Compensation 
Fund— Licensing  Act,  1904  (4  Ed.  7,  c,  23),  s.  3, 
Originating  summons.  The  testator,  John  Francis  Smith, 
died  on  the  nth  of  March  1896,  having  by  his  will  dated 
the  1 2th  March  1892  appointed  his  wife,  the  plaintiff,  Ann 
Smith,  and  the  defendants,  John  Travis  Cook  and  John 
William  Harrison,  executors  and  trustees  thereof,  and 
made  certain  pecuniary  and  specific  bequests,  devised  and 
bequeathed  all  the  rest  of  his  personal  estate  and  all  his 
real  estate  to  his  trustees  upon  trust  to  permit  his  wife 
during  widowhood  to  have  the  enjoyment  of  his  household 
effects  and  to  occupy  rent  free  his  then  present  residence, 
and  upon  trust  to  pay  her  out  of  the  income  of  his  trust 
estate  during  her  widowhood  an  annuity  of  ;f 200  and  to 
accumulate  any  balance  of  such  income  for  the  purpose 
of  reducing  the  incumbrances  on  his  real  estate,  but  with 
full  power  to  resort  to  such  accumulations  for  the  purpose 
of  repairs  or  insurance  or  otherwise,  incurred  in  connec- 
tion with  his  estate,  or  for  making  up  the  said  annuity  as 
his  trustees  should  see  fit.  And  upon  the  marriage  again 
or  death  of  his  wife,  upon  trust  as  therein  mentioned.  The 
testator's  real  estate  consisted  of  several  small  freeholds, 
including  three  beerhouses  with  on-licences,  situate  at 
Kingston-uix)n-Hull,  let  to  different  tenants  at  a  total  rent 
of  ;^i2o  per  annum.  In  1905  quarter  sessions  imposed 
charges  towards  the  com]>ensation  fund,  under  section  3, 
sub-section  i,  of  the  Licensing  Act,  1904,  in  respect  of  the 
three  beerhouses,  the  total  amount  of  the  charges  being 
;^23  8s.  4d.,  and  the  respective  tenants  thereupon  deducted 
a  proper  proportion  thereof  from  their  rents,  in  pursuance 
of  section  3,  sub-section  3,  of  the  above  Act.  The  income 
of  the  trust  estate  not  being  sufficient  to  pay  the  widow's 
annuity  of  jf  200,  she  issued  this  summons  to  have  it  deter- 
mined whether  the  amounts  so  deducted  from  their  rents 
by  the  respective  lessees  of  the  said  beerhouses  on  account 
of  the  said  charges  ought  to  be  borne  and  raised  wholly 
or  in  part  by  and  out  of  the  capital  of  the  said  estate  by 
way  of  exoneration  of  the  income  thereof.  For  the  plain- 
tiff it  was  contended  that  the  widow,  being  entitled  to  the 
whole  income  of  the  estate,  was  practically  a  tenant-for- 
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life,  and  as  such  was  entitled  to  be  recouped  out  of  the 
capital  of  the  estate  in  respect  of  the  whole  or  a  propor- 
tionate part  of  the  deductions  made  by  the  tenants  from 
their  rent,  it  being  contended  that  the  charge  was  in  the 
nature  of  an  insurance,  or  a  payment  made  for  the  pre- 
servation of  the  property  :  Dent  v.  Dent  (30  Beav.  363),  He 
Barney  (43  W.R.  105),  and  Re  Farnham  (1904,  2  Ch.  561). 
For  the  defendants  it  was  contended  that  no  part  of  the 
deductions  in  respect  of  the  charges  under  the  above  Act 
ought  to  be  paid  out  of  capital,  that  the  case  was  not 
stiictly  between  tenant-for-life  and  remainderman,  and 
that  the  charge  was  not  strictly  in  the  nature  of  an 
insurance,  and  that  the  cases  cited  by  the  plaintiff  were 
cases  of  permanent  improvements  to  property  :  Re  Crawley 
(28  Ch.D.  431). 

JUDGMENT. 

Swiofen  Eady,  J.,  after  stating  the  facts,  said  that  on 
the  construction  of  the  will  all  that  the  widow  was  entitled 
to  was  a  yearly  sum  of  ;^2oo  out  of  the  income  of  the  trust 
estate,  and  that  the  income  having,  by  reason  of  the  deduc- 
tions made  in  respect  of  the  charges  under  the  above  Act, 
become  insufficient  to  pay  her  annuity,  and  the  will  con- 
taining no  provision  as  to  augmenting  the  income,  there 
was  nothing,  according  to  the  language  of  the  will,  to 
throw  any  part  of  the  charge  upon  capital.  The  Act  con- 
tained oo  provision  throwing  the  charge  upon  capital,  it 
rather  contemplated  that  the  charge  would  be  borne  by  the 
persons  entitled  to  the  income,  as  it  enacted  by  section  3, 
sub-section  2,  that  the  charges  should  be  levied  and  paid 
together  with  and  as  part  of  the  duties  on  the  correspond- 
ing excise  licence.  The  charge  was  in  the  natutre  of  an 
annual  charge  properly  payable  out  of  income,  and  bore  no 
analogy  to  money  paid  by  way  of  salvage.  His  Lordship, 
after  referring  to  the  case  of  Re  Crawley  (supra),  stated 
that  he  thought  this  was  a  case  in  which  the  Legislature 
had  provided  the  way  in  which  the  charge  was  to  be  borne, 
and  that  there  was  nothing  in  the  will,  the  statute,  or 
general  law  that  enabled  the  plaintiff  to  throw  any  portion 
of  the  annual  charge  upon  the  capital  of  the  estate. 
(50  S.J.  376.) 


Bankruptcies  and  Insolvencies. 

DIVISIONAL  COURT  IN  BANKRUPTCY. 

April  2. 

(Before  Bigham  and  Walton,  JJ.) 

Re  e.  J.  Stanbury  Bardley. 

Bankrupt  —  Failure  to  Complete  Statement  of  Affairs  — 
Committal. 

This  was  an  application  by  the  Official  Receiver  for 
committal  of  the  debtor  on  the  ground  of  his  non-com- 
plianoe  with  an  order  of  that  Court  made  on  the  6th  of 
February  1906  for  the  filing  of  a  proper  statement  of  affairs. 


The  debtor  had  filed  a  statement  after  the  time  had 
expired,  but  it  had  been  returned  to  him  as  insufficient  and 
incomplete,  the  summary  totals  on  the  front  sheet  not 
agreeing  with  the  schedules  attached  thereto. 

JUDGMENT. 

The  Court  made  an  order  for  committal,  the  order  to 
lie  in  the  office  for  a  week,  and  allowed  the  Official 
Receiver's  costs  out  of  the  estate. 

(Reported  by  W.  H.  Terry,  Esq.,  Barrister-at-Law.) 


DIVISIONAL  COURT  IN  BANKRUPTCY. 

April  2. 

(Before  Bigham  and  Walton,  JJ.) 

Re  S.  S.  Qreeo ;  ex  parte  William  Nash  v.  Official 

Receiver. 
Bankrupt  —  Discharge  —  Promise    to    Pay    Debt   released  by 

Bankruptcy. 
The  point  raised  here  was  whether  a  person  after 
his  discharge  could  for  a  new  and  valuable  considera- 
tion promise  to  pay  a  creditor  the  amount  of  his  debt  frum 
the  payment  of  which  the  bankrupt  had  been  legally 
released  by  discharge. 

JVDGMRNT 

Held  that  he  could,  following  the  cases  of  Jaheman  r. 
Cook  (4  Ex.Div.)  (Bankruptcy  Act,  1869)  and  Re  Aylnur 
(i  Man  son). 

(Reported  by  W.  II.  Terry,  Esq.,  Barrister-at-Law.) 


DIVISIONAL  COURT  IN  BANKRUPTCY. 

April  2. 

(Before  Bigham  and  Walton,  JJ.) 

Re  Rev.  A.  A.  Barratt ;  ex  parte  Executors  of  the 

late  Lord  Foley  t*.  Official  Receiver. 
Offer  to   Creditors— No  quorum  at  Meeting — Application  for 

Directions. 
Application  by  creditors  to  reverse  order  of  Registrar  at 
Kingston  County  Court,  under  which  Official  Receiver  had 
accepted  a  sum  in  order  to  agree  to  a  relaxation  of  a 
•sequestration  order  on  the  debtor*s  living.  Counsel  in 
support  of  appeal  stated  that  the  sequestration  order  was 
made  on  the  6th  June  1902,  the  Bishop  issued  his  inhibi- 
tion on  the  7th  October  1903,  and  at  the  meeting  of  credi- 
tors there  was  not  a  quorum  present,  and  the  Official 
Receiver  applied  to  the  Registrar  with  regard  to  the  offer. 
The  argument  in  support  was  that  the  acceptance  would 
have  the  effect  of  doing  away  with  the  sequestration  order 
in  an  indirect  way,  whereas  it  could  not  be  done  in  a  direct 
manner,  the  emoluments  of  the  living  not  vesting  in  the 
trustee,  he  simply  receiving  the  balance  of  revenue  after 
the  payment  of  prior  charges. 

An  actuarial  valuation  was  submitted  showing  the 
present  value  as  ;^i57,  after  taking  into  considera- 
tion the  value  of  the  debtor's  life.  The  net  income  was 
stated  at  £^i  only. 
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JUDGMENT. 

After  hearing  counsel  for  the  Official  Receiver,  Mr. 
Justice  Bigham  held  that  the  Registrar  had  exercised 
proper  care,  and  that  the  trustee  could  conseftt  to  the 
relaxation  of  the  sequestration  in  consideration  of  a 
sufficient  sum  of  money.  The  Court  was  satisfied  that  a 
proper  consent  had  been  made.  It  had  nothing  to  do  with 
the  object  of  the  offer.  The  Official  Receiver  had  to  realise 
to  the  best  of  his  ability  and  the  Registrar  had  acted 
wisely. 

Appeal  dismissed,  with  costs  of  Official  Receiver  and 
leave  to  appeal  declined. 

(Reported  by  W.  H.  Terry.  Esq.,  Barn ster-at- Law.) 

DlVISIOxNAL  COURT  IN  BANKRUPTCY. 

April  2. 

(Before  Bigham  and  Walton,  JJ.) 

In  re  J.  B.  Mellison  (dec) ;  ex  parte  Day  and 

the  Trustee,  &c. 

Administration  Order — Section    125  0/  1883  Act — Power  0/ 

Disclaimer. 
An  appeal  against  disclaimer,  which,  it  was  argued, 
ought  not  to  have  taken  place,  as  the  trustee  had  no  power 
to  disclaim  under  an  administration  order— Section  125  of 
the  Bankruptcy  Act.  1883.  In  support  of  the  application 
the  case  of  Hasluck  v.  Clark  (6  Man.  146)  was  cited,  where 
it  was  held  that  section  45,  which  restricts  rights  of 
creditors  under  execution  or  attachment,  does  not  apply  to 
^ection  125  j  and  in  Re  Gould  (19  Q.B.  92)  that  section  47, 
which  avoids  certain  voluntary  settlements  did  not  apply 
to  the  administration  of  a  deceased  insolvent's  estate. 

After  some  discussion  as  to  the  meaning  and  intention  of 
section  10  of  the  Judicature  Act,  1875, 

JUDGMENT. 

The  Court  held  that  there  was  no  reason  to  doubt  the 
jurisdiction  of  the  trustee  in  the  matter.  He  became 
entitled  to  exercise  all  the  rights  with  regard  to  disclaimer 
which  a  trustee  in  bankruptcy  could  enforce.  The  observa- 
tions of  Mr.  Justice  Cave  in  Re  Gould  were  obiter  dicta 
only,  but  they  were  observations  of  a  Judge  who  had  made 
a  special  study  of  the  Bankruptcy  Act.  The  appeal  would 
therefore  be  dismissed  with  costs,  with  leave  for  further 
appeal. 

(Reported  by  W.  H.  Terry,  Esq..  Barrister-at-I.aw.) 


Company  Law. 


CHANCERY  DIVISION. 

March  16. 
(Before  Swinfen  Eady,  J.) 
Vansittart  v.  Cordoba  and  Rosario  Railway 
Company,  Lim. 
Company — Arrears  of  Preference  Dividend  Paid  by  Issue  of 
New  Shares — Shares  Retained  to  Meet  Possible  Income 
Tax  Claims  go  as  if  Issued  Originally. 
Motion.    In  June  1905  the  Cordoba  and  Rosario  Railway 
Co.,  Lim. J  obtained  an  Act  of  Parliament  autihorising  an 


increase  of  capital  for  the  purpose  of  providing  for  the 
payment  of  arrears  of  preference  dividend.  The  Act  pro- 
vided that  arrears  of  dividend  on  the  existing  preference 
stock  amounting  to  ;f 432,000  should  be  provided  for  by  the 
issue  of  fully-paid  second  preference  shares  to  that  amount. 
It  was  provided  by  the  Act  that  432,000  shares  of  £1  each 
should  "be  allotted  and  issued  to  and  accepted  by  the 
"holders  of  the  6  per  cent,  preferred  shares,  part  of  the 
"  original  capital  of  the  company,  rateably  in  proportion  to 
"the  nuimber  of  6  per  cent,  preferred  shares  held  by  them 
**  re^)ectively  in  discharge  of  all  claims  in  respect  of 
"arrears  of  dividend  on  the  6  per  cent,  preferred 
"shares  held  by  them  respectively  up  to  the  31st 
"of  December  1903."  On  the  ist  of  Auguat  1905 
a  resolution  was  accordingly  passed  that  the  432,000 
second  preferred  shares  should  be  allotted  to  and 
amongst  "the  holders  of  the  6  per  cent,  preferred 
"  shares,  part  of  the  original  capital  of  the  company,  whose 
"  names  shall  appear  upon  the  registei^  of  the  comipany  at 
"the  close  of  the  business  on  the  4th  of  August  rateably 
"in  proportion  to  the  number  of  6  per  cent,  preferred 
"shares  held  by  them  respectively  in  discharge  of  all 
"claims  in  respect  of  arrears  of  dividend,"  as  provided 
by  section  3  of  the  private  Act  above  quoted.  By  a  further 
resolution  it  was  determined  that  out  of  the  allotment  so 
made  "  there  be  deducted  one-twentieth  of  such  second  pre- 
"f erred  shares  and  that  the  same  be  held  in  reserve  for 
"the  purpose  of  satisfying  any  demand  for  income-tax 
"which  may  be  sustained  by  the  Inland  Revenue  autho- 
"rities."  Accordingly,  at  the  distribution  of  second  pre- 
ference shares,  which  took  place  in  accordance  with  these 
resolutions  in  .September  1905,  a  circular  was  issued  to  the 
persons  to  whom  shares  were  thus  allotted,  informing  them 
of  this  deduction  and  its  purpose.  The  claim  for  income- 
tax  by  the  Inland  Revenue  authorities  was  ultimately  with- 
drawn, and  the  shares  retained  to  meet  this  claim  became 
distributable.  But  since  the  4th  of  August  1905  many  of 
the  6  per  cent,  preference  shares  had  changed  hands,  and 
a  question  had  accordingly  arisen,  who  were  the  persons 
to  take  these  deducted  shares?  The  plaintiff  in  this  action 
was  a  person  who  had,  on  the  4th  of  August  1905,  owned  6 
per  cent,  preference  shares  with  which  he  had  since  parted, 
and  this  was  a  motion  for  an  injunction  to  restrain  the 
defendant  company  until  judgment  or  further  order  from 
issuing  or  delivering  the  new  stock  now  in  their  hands 
otherwise  than  to  the  persons  who  on  the  4th  of  August 
1905  were  the  holders  of  the  6  per  cent,  preferred  shares 
of  the  company  or  their  legal  personal  representatives.  In 
support  of  the  motion  it  was  argued  that  the  resolution 
of  the  I  St  of  August  1905  effected  an  allotment  of  the  whole 
of  the  432,000  shares,  and  that  the  further  resolution  did 
nothing  except  provisionally  retain  the  one-twentieth  part 
of  these  shares.  For  a  recent  purchaspc>of  6  per|Cent. 
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preference  shares  it  was  contended  that  the  second  resolu- 
tion was  to  be  taken  as  cutting  down  the  number  by 
one-twentieth,  and  that  these  must  now  be  issued  to  the 
persons  who  had  bought  the  preference  shares  in  resp«ct 
of  which  they  were  payable. 

JUDGMENT. 

Swinfen  Eady,  J.,  in  giving  judgment,  said  that  he  could 
read  the  resolution  of  the  ist  of  August  in  no  other  way 
than  as  an  allotment  of  the  whole  432,000  shares.  The 
second  resolution  was  only  a  provision  holding  in  reserve 
a  part  of  the  shares  allotted.  The  allotment  of  shares 
was  only  authorised  in  regard  to  claims  in  respect  of 
arrears  of  dividend  of  which  it  was  a  discharge.  These 
claims  were  those  of  the  persons  upon  the  register  of  the 
company  on  the  4th  of  August,  and  the  certificates  for  the 
shares  now  in  question  must  be  issued  to  the  persons  to 
whom  those  shares  were  in  fact  allotted — namely,  the 
|)ersons  on  the  register  of  the  company  on  the  4th  of 
August  1905.  This  judgment  must,  however,  not  be  taken 
to  decide  any  questions  as  between  the  various  share- 
holders, for  some  of  the  6  per  cent,  preference  shares  might 
have  been  sold  with  and  some  without  the  right  to  this 
allotment,  but  it  was  a  decision  of  the  question  as  between 
the  company  and  the  shareholders  only. 
(50  S.J.  376.) 


CllANCKKY  DIVISION. 
April  4,  5,  6,  and  11. 

(Before  Joyce,  J.) 
Brookes  v.  Hansen. 

Company — Prospectus — Misleading  Sta temen  ts — Non-disclosure 
— Sub-purchaser — Liability  oj  Director — Companies  Act, 
1900  (63  &»  64  Vict.  c.  48),  s.  10  (i)  (f)— Directors' 
Liability  Act,  1890  (53  6*  54  Vict.  c.  64). 

This  was  an  action  by  a  shareholder  in  the  South  African 
Super- Aeration,  Lim.,  against  a  director  claiming  damages 
for  loss  sustained  by  the  shareholder  in  respect  of  certain 
alleged  untrue  and  misleading  statements  in  the  prospectus 
of  the  company,  and  for  suppression  of  material  facts 
therefrom. 

The  prospectus  was  dated  June  i  1901,  the  same  day  as 
the  incorporation  of  the  company,  and  it  stated,  inter  alia^ 
that  the  company  was  formed  to  work  and  develop  the 
super-aeration  system  of  dispensing  aerated  waters  in  the 
.South  African  Colonies,  and  to  acquire  the  benefit  of  appli- 
cations already  made  for  letters  patent  in  those  Colonies 
in  relation  thereto,  and  the  exclusive  rights  to  the  letters 
patent  when  granted. 

The  dates  and  parties  to  two  contracts  were  set  out  in 
the  prospectus,  but  the  price  paid  for  the  rights  to  these 
letters  patent  under  the  first  of  these  contracts  by  the 
immediate  vendors  to  the  company  was  not  stated.  The 
main    question    argued   was   whether   there   had    been    a 


sufficient  compliance  with  the  requirements  of  section  10 
(i)  (/)  of  the  Companies  Act,  1900.  By  that  sub-section  it 
was  required  that  every  prospectus  of  a  company  should 
state  *^  thtf  names  and  addresses  of  the  vendors  of  any  pro- 
"  perty  purchased  or  acquired  by  the  com-pany,  or  proposed 
"  so  to  be  purchased  or  acquired,  which  is  to  be  paid  for 
**  wholly  or  partly  out  of  the  proceeds  of  the  issue  offered 
"for  subscription  by  the  prospectus,  ...  or  the  pur- 
''chase  or  acquisition  of  which  has  not  been  completed  at 
'*  the  date  of  publication  of  the  prospectus,  and  the  amount 
"payable  in  cash,  shares  or  debentures  to  the  vendor,  and 
"where  there  is  more  than  one  separate  vendor,  or  the 
''company  is  a  sob-purchaser,  the  amount  so  payable  to 
"each  vendor." 

The  first  of  these  contracts  was  dated  May  11  1901,  and 
was  an  agreement  for  the  sale  of  certain  patent  rights  from 
one  Wheeler  to  the  African  Patent  Rights,  Lim.,  for 
;£i 5,000 ;  and  the  second  contract,  dated  June  i  1901,  was 
a  sale  from  the  African  Patent  Rights,  Lim.,  to  the  present 
company  of  the  same  patent  rights  for  ;fs8,5oo. 

It  appeared  that  the  purchase-money  payable  under  the 
first  contract  was  borrowed  from  a  gentleman  and  paid  to 
Wheeler  on  May  31,  the  day  before  the  incorporation  of  the 
company  and  the  issue  of  the  prospectus. 

It  was  argued  for  the  plaintifif,  who  had  taken  eighty 
shares  in  the  company  which  proved  to  be  of  no  value, 
that  the  company  was  a  sub-purchaser  within  the  meaning 
of  the  sub-section,  and  that  the  amount  paid  to  Wheeler 
should  have  been  stated  in  the  prospectus. 

JUDGMENT. 

Joyce,  J.,  was  of  opinion  with  reference  to  the  question 
arising  under  section  10  of  the  Companies  Act,  1900,  that 
where  a  company  was  the  purchaser  of  a  property  which 
belonged  absolutely  to  the  vendor,  there  was  no  sugges- 
tion in  the  sub-section  in  question  of  any  obligation  to 
disclose  the  amount  of  the  purchase-money,  however  small, 
paid  by  the  vendor,  upon  his  acquisition  of  the  prof)erty, 
however  recent.  Generally  speaking,  a  company  was  not 
a  sub-purchaser  within  the  meaning  of  section  10  (i)  (/) 
unless  it  had  to  pay  the  purchase-money  to  someone  other 
than  its  own  vendor,  and  the  sub-section  did  not  require 
the  statement,  in  the  company's  prospectus,  of  the  amount 
of  any  consideration,  cash,  shares,  or  debentures  paid  or 
to  be  paid  by  anyone  other  than  the  company  itself.  In 
his  Lordship's  opinion  the  company  here  was  not  a  sub- 
purchaser within  the  sub-section,  and  there  had  been  no 
failure  to  comply  with  the  provisions  of  the  statute. 

With  regard  to  two  other  alleged  misleading  statements 
his  Lordship  held  that  the  defendant  had  reasonable 
ground  for  believing  one  to  be  true,  and  the  other  could 
not  reasonably  be  complained  of.  Consequently,  the  action 
failed,  and  must  be  dismissed  with  costs. 
I  (L.J.  263.) 
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Income  Tax. 

CHANCERY  DIVISION. 

March  27. 

(Before  Kekewich,  J.) 

Barry  v.  Smart. 

Inland  Revenue—Husband  and  Wife—Deed  oj  Separation — 
Alimony — Income  Tax — Husband* s  Right  to  Deduct — 
Income  Tax  Act,  1842  (5  <&•  6  Vict,  c,  35),  s.  102. 

This  adjourned  summons  was  commenced  by  originating 
summons  taken  out  by  the  plaintiff  on  the  8th  of  July  1905 
for  the  determination  (inter  alia)  of  the  following  ques- 
tion :  Whether  income-tax  could  be  deducted  by  the  plain- 
tiff's husband  from  the  payments  made  by  him  to  the  plain- 
tiff under  a  deed  of  separation  dated  the  24th  of  March 
1903?  The  defendants  were  the  said  husband  and  the 
trustees  of  the  said  deed  of  separation.  On  the  19th  of 
July  1900  the  plaintiff  presented  a  petition  for  the  dis- 
solution of  her  marriage  with  the  defendant*  her  husband, 
and  for  the  custody  of  the  seven  children,  issue  of  the 
marriage.  When  this  petition  was  in  the  paper  for  hear- 
ing, and  was  about  to  be  heard,  the  plaintiff  and  the 
defendant,  her  husband,  agreed  upon  a  deed  of  separation 
dated  the  26th  of  November  1901,  whereby  an  arbitrator 
was  appointed,  and  it  was  (inter  alia)  referred  to  him  to 
decide  what  provision  ought  under  the  circumstances  of 
the  case  to  be  made  by  the  husband  in  respect  of  (a)  the 
allowance  to  be  paid  by  him  to  the  plaintiff,  and  for  what 
period  or  periods,  by  way  of  alimony  or  maintenance ; 
(b)  the  allowance  to  be  paid  by  him  to  the  plaintiff,  and 
for  what  period  or  periods,  for  the  maintenance,  educa- 
tion, and  support  of  the  children  of  the  marriage.  After 
a  long  investigation  the  arbitrator  made  his  award  on  the 
10th  of  October  1902.  By  this  award  the  husband  was  to 
pay  the  plaintiff  for  her  life  by  way  of  alimony  or  main- 
tenance the  sum  of  ;^45o  per  annum,  payable  quarterly  in 
advance,  in  addition  to  a  sum  of  ;^i5o  then  already  secured 
to  her  by  an  indenture  dated  the  12th  of  March  1900,  and 
he  was  also  to  pay  to  the  plaintiff  the  sum  of  ^^40  per 
annum,  payable  quarterly  in  advance,  in  respect  of  each 
son  until  he  should  attain  the  age  of  twenty-one,  and  in 
respect  of  each  daughter  until  she  should  attain  the  age 
of  twenty-one  or  marry.  The  deed  necessary  to  carry  out 
the  terms  of  this  award  was  afterwards  settled  by  the 
arbitrator  and  was  executed  on  the  24th  of  March  1903.  The 
husband  at  first  paid  to  the  plaintiff  the  various  sums 
mentioned  above  in  full  without  making  any  deduction  for 
income-tax,  but  by  a  letter  dated  the  5th  of  October  1904 
one  of  the  trustees  intimated  that  the  husband  had  decided 
that  in  future  he  would  deduct  income-tax  before  making 
the  payment  of  ;^450'  There  was  some  correspondence  on 
the  subject  between  the  parties,  and  finally  the  plaintiff 
issued  the  summons  as  stated  above.    There  was  nothing 


to  show  whether  the  arbitrator  had  intended  that  this  pay- 
ment should  be  made  in  full  or  whether  he  intended  that 
income-tax  should  be  deducted.  For  the  plaintiff  it  was 
contended  that  it  was  the  practice  of  the  Divorce  Court  to 
estimate  the  net  income  of  the  husband  after  deducting 
income-tax  and  other  outgoings  in  order  to  arrive  at  the 
amount  of  alimony  to  be  paid  by  the  husband,  and  that 
the  alimony  is,  therefore,  payable  in  full :  Frankfort  v. 
Frankfort  (4  Notes  of  Cases,  280).  For  the  husband  it  was 
urged  that  he  was  entitled  to  deduct  income-tax  under  sec- 
tion 102  of  the  Income-tax  Act,  1842,  and  that  this  case  was 
distinctly  covered  by  Warren  v.  Warren  (43  W.R.  490, 
72  L.T.  628).  Pemberton  v.  Pemberton  (2  Notes  of  Cases, 
17)  was  also  cited. 

JUDGMENT. 

Kekewich,  J.,  in  giving  judgment,  said  that  this  case  was 
directly  covered  by  Warren  v,  Warren,  In  that  case  it  was 
held  that  the  payment  was  subject  to  the  deduction  of 
income-tax.  In  Pemberton  v.  Pemberton  it  was  also  held 
that  such  a  deduction  must  be  made.  In  Frankfort  v. 
Frankfort  the  point  was  gone  into  very  fully,  but  under 
entirely  different  circumstances,  and  that  case  did  not 
apply  here.  This  was  a  case  of  a  contract  under  section 
102  oi  the  Income-tax  Act,  1842,  and  did  not  depend  on 
any  practice  of  the  Court.  The  £4$o  per  annum  must 
therefore  be  paid  less  income-tax,  so  far  as  the  payments 
not  yet  made.  The  trustees,  although  they  appeared 
separately,  could  only  be  allowed  one  set  of  costs  as 
between  party  and  party. 

(50  S.J.  376.) 


Miscellaneous. 

CHANCERY  DIVISION. 

April  4,  5,  and  7. 

(Before  Farvvell,  J.) 

Attorney-Qeneral  v.  De  Winton. 

Municipal   Corporation — Borrowing  Powers — Ultra    Vires — 

Liability  of  Treasurer — Municipal  Corporations  Act,  1882 

(45  S*  46  Vtct.  c.  50)— Public  Health  Act,  1875  (38  &»  39 

Vict.   c.  55) — Public   Authorities  Protection   Act,    1893 

(5C<^57  Vi<:l-  ^-  61),  5.  I. 

Action  by  the  Attorney-General  at  the  relation  of  C.  F.  E. 

Allen,  and  also  by  the  relator,  who  was  a  burgess  and  town 

councillor   of   the  borough   of   Tenby.     The   defendant, 

W.  S.  de  Winton,  was  the  treasurer  of  the  borough  and  also 

the  South  Wales  district  manager  of  Lloyd's  Bank,  Lim. 

The  defendant  was  appointed  treasurer  on  the  6th  of  July 

1903,  the  corporation  at  that  date  having  an  overdraft  at 

the  said  bank  beyond  their  statutory  powers  of  borrowing 

of  ;^4,9S9  IIS.  9d.    On  the  23rd  of  July  1903  the  council  of 

the  said  borough  passed  a  resolution  "THlt  Lloyd's  Bank, 
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"Lim.,  at  Haverfordwest,  being  the  baniers  of  the  corpo- 
"  ration,  be  and  they  are  hereby  authorised  to  honour  all 
"cheques  drawn  on  the  treasurer,  whether  the  account  be 
"in  credit  or  overdrawn,  signed  by  any  three  members  of 
"the  town  council  for  the  time  being,  and  countersigned 
"by  the  town  clerk,  and  to  accept  the  indorsement  of  the 
"said  town  clerk  upon  all  cheques  paid  to  the  credit  of  the 
"account,  and  that  the  authority  be  given  under  the 
"common  seal."  On  the  i8th  of  June  1904  the  overdraft 
had  increased  to  £s»79S*  ^^^  at  the  date  of  the  commence- 
ment of  the  action  amounted  to  £3i7oy,  but  had  since  been 
discharged.  During  the  period  between  the  defendant's 
appointment  and  the  commencement  of  the  action,  the 
borough  had  accounts  of  their  borough  fund  under  the 
Municipal  Corporations  Act,  1882,  and  of  their  district 
rates,  and  water  rates  under  the  Public  Health  Act,  1875, 
and  of  harbour  and  pder  rates  under  private  Acts  and 
orders;  all  these  accounts  fluctuated  from  time  to  time, 
but  were  always  overdrawn  to  some  extent,  and  on  all  of 
them  the  defendant  had  debited  the  borough  and  credited 
himself  with  interest  at  4}^  per  cent.,  with  quarterly  rests, 
the  total  amoimt  of  such  interest  for  the  period  from  the 
23rd  of  July  1Q03  to  the  30th  of  June  1904  was  £21^  5s.  6d. 
On  the  26th  of  September  1904  the  writ  in  this  action  was 
issued  claiming  (i)  a  declaration  that  the  payment  made 
by  the  defendant  as  such  treasurer,  or  charged  against  the 
said  borough  by  the  defendant  in  his  accounts  as  such 
treasurer,  as  and  by  way  of  interest  on  certain  overdrafts, 
granted  to  the  said  borough  by  the  defendant  or  by  Lloyd's 
Bank,  Lim.,  were  illegal,  and  to  the  knowledge  of  the 
defendant  beyond  the  powers  of  the  corporation  of  Tenby 
and  a  breach  of  trust,  and  (2)  an  injunction  to  restrain  the 
defendant  from  any  further  payments  out  of  the  funds  of 
the  corporation  of  any  further  sums  by  way  of  interest 
upon  any  of  the  said  overdrafts.  For  the  plaintiff  it  was 
stated  that  no  imputation  was  made  against  the  defendant, 
the  action  being  to  determine  points  of  law  only.  It  was 
contended  that  the  corporation  defrayed  the  interest  on 
their  said  overdrafts  from  time  to  time  by  means  of  pier 
and  harbour  rents,  rates,  and  tolls,  and  that  this  was 
illegal.  For  the  defendant  it  was  contended  that  he  had 
acted  as  the  servant  and  by  the  order  of  the  corf^oration 
in  execution  of  the  Municipal  Corporations  Act,  1882,  and 
the  Public  Health  Act,  1875.  He  also  relied  on  the  Public 
Health  Act,  1875,  section  265,  and  the  Public  Authorities 
Protection  Act,  1893,  section  i.  He  also  contended  that  the 
corporation  ought  to  be  made  defendants. 

JUDGMENT. 

Farwell,  J.,  in  the  course  of  his  judgment,  overruled  the 
objection  that  the  borough  were  necessary  parties  to  the 
action ;  no  claim  was  made  against  the  borough ;  they 
would  not  be  bound  by  any  decision  in  that  action,  and 
their  interests  were  not  likely  to  be  prejudiced  by  any  lack 


of  information  on  the  defendant's  part,  inasmuch  as  th© 
town  clerk  happemed  to  be  the  defendant's  solicitor  in  the 
action.    He  did  not  think  the  defendant's  contention  that 
he  was  not  personally  liable,  but  merely  acted  as  the  ser- 
vant of  the  borough  was  well  founded.    It  has  been  settled 
since  Lord  Cottenham's  decision   in  Attorney-General    v. 
Aspinall  (2  M.  &  C.  613)  thai  property  held  for  public  pur- 
poses is  held  upon  charitable  trusts.    [He  also  referred  to 
Stevens  v.  Chown  (1901,   i  Ch.  894)  and  Yorkshire  Miners 
V.  Howden  (53  W.R.  66).]    The  Court  could  restrain  the 
borough  from  misapplying  these  funds  on  the  ground  of 
breach  of  trust :  Attorney-General  v,  Newcastle-on-Tyne  (23 
Q.B.D.  492).    The  defendant  was  clearly  amenable  to  the 
jurisdiction  of  the  Court,  and  could  not  escape  by  plead- 
ing the  wrongful  orders  of  his  employers.    There  was  no 
question  of  repayment  here,  but  if  there  had  been,  the 
defendant  knew  that  this  was  a  trust  fund  and  would  have 
been  liable  to  refund :  Fox  ton  v.  Manchester  (44  L.T.  406). 
The  treasurer  was  not  a  mere  servant  of  the  council,  so  as 
to  enable  him  to  plead  their  orders  as  an  excuse  for  an 
unlawful   act :    Heg.   v.   Saunders   (24  L.J.M.C.   45).     As 
regarded  the  suggested  analogy  to  the  class  of  contracts 
that  might  bind  a  corporation  although  not  under  seal,  the 
borrowing  powers  of  the  borough  in  this  case  were  subject 
to  statutory  conditions,  and  could  not  be  dispensed  with  : 
Richter  v.  Hughes  (2  B.  &  C.  499)  and  Wenlock  v.  River 
Dee  Co.  (10  A.C.  354).    The  case  was  indistinguishable  in 
principle  from  the  decision  in  Smith  v.  Southampton  Cor- 
poration (87  L.T.  171).    His  lordship  could  see  no  ground 
for  holding  the  overdrafts  to  be  lawful,  or  for  allowing  the 
treasurer  to  credit  himself,  at  the  expense  of  the  borough 
funds,  with  4%  per  cent,  interest  thereon,  with  quarterly 
rests.    The  objection  that  the  Municipal  Corporations  Act, 
1882,  had  provided  the  remedy  of  certiorari^  or  there  could 
be  an  appeal  against  the  rate,  was  disposed  of  by  the  judg- 
ment in  Attorney-General  v.  Aspinall  (supra),  and  had  besn 
dealt  with  in  Tynemouth  Corporation  v.  Attorney-General 
(1899,  A.C.  293).    With  regard  to  the  contention  that,  the 
accounts  having  been  audited  under  the  Municipal  Corpo- 
rations Act,  1882,  the  plaintiff  could  not  question  such 
audit,  his  Lordship  stated  that  his  attention  had  not  been 
called  to  any  section  making  such  audit  finally  binding  on 
the  borough  and  the  burgesses,  and  he  saw  no  reason  for 
holding  that  such  an  audit  as  had  been  put  in  evidence  was 
a  bar  to  proceedings  against  the  treasurer  to  disallow  some 
of  the  items  which  went  to  make  up  that  overdraft :  Thomas 
v»  Dtvonport  Corporation  (48  W.R.  89).  His  Lordship  made  a 
declaration  that  the  defendant  was  not  entitled  to  credit 
himself  or  to  debit  any  of  the  borough  funds  with  interest 
on  any  of  the  overdrafts  appearing  in  the  accounts  hereto- 
fore put  in  by  him  as  treasurer  since  his  appointment. 
His  T^ordship,  thinking  that  it  would  probably  be  less 
offensive,  expressed  himself  as  quite  willing  to  accept  the 
defendant's  undertaking  in  lieu  of  granting  an  injunction. 
The  defendant  was  ordered  to  pay  the  costs  of  the  action. 
(50  S.J.  405.)   ^  T 
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Xaw  IReports. 


Bankruptcies  and  Insolvencies. 

COURT  OF  APPEAL. 

April  6. 

(Before  Collins,  M.R.,  Romer  and  Cozens-Hardy,  L.JJ.) 

In  re  Dallmeyor. 

Bankruptcy — Discharge — Terms  0/   Order — Bankruptcy    Act, 
1890  (53  <5'  54  ^*c^-  f-  71)1  *•  8. 

Appeal  against  a  decision  of  Mr.  Registrar  Gifiard 
imposing  certain  conditions  on  the  debtor's  discharge. 

The  Official  Receiver  in  his  report  stated  various  facts 
referred  to  in  sub-section  3  of  section  8  of  the  Bankruptcy 
Act,  1890.  The  Registrar  made  an  order  that  the  bank- 
rupt be  discharged  subject  to  oertain  conditions  as  to 
setting  aside  earnings  or  income  to  which  the  bankrupt 
might  afterwards  become  entitled  (over  and  above  j^soo 
a  year)  for  the  benefit  of  his  creditors  until  they  should 
have  received  10s.  in  the  pound. 

The  bankrupt  appealed  from  this  order  on  the  ground 
that  it  was  made  without  jurisdiction. 

A.  Sims,  for  the  appellant :  The  Registrar's  order  is 
wrong.  On  the  facts  proved  in  the  Official  Receiver's  ' 
report  he  could  only  make  one  of  the  four  orders  men- 
tioned in  sub-section  (2)  (1.),  (ii.),  (iii.),  and  (iv.),  and  an 
order  granting  a  discharge  on  conditions  is  not  within  any 
of  these  provisions.  The  earlier  proviso  in  sub-section  (2), 
that  a  discharge  may  be  granted  subject  to  any  conditions 
with  respect  to  any  future  earnings  or  income  of  the  bank- 
rupt, is  displaced  in  cases  like  the  present,  which  fall 
under  the  second  proviso  of  sub-section  (2),  and  in  these 
cases  the  order  is  limited  to  the  code  of  orders  authorised 
by  sub-sections  (i.),  (ii.),  (iii.),  and  (iv.). 

JUDGMENT. 

Their  Lordships  were  of  opinion  that  there  was  a  slip  in 
the  Registrar's  order,  since  the  Court  was  under  the 
circumstances  bound  to  make  one  or  other  of  the  orders 
mentioned  in  sub-section  (2)  (i.),  (ii.),  (iii.),  and  (iv.),  but 
this  did  not  prevent  it  from  also  imposing  conditions  on 
the  discharge  under  the  first  proviso  in  sub-section  (2)  of 
section  8.  The  proper  order  would  be  instead  of  granting 
the  bankrupt's  discharge,  to  suspend  it  for  two  years,  pur- 
suant to  sub-section  (ii.),  and  to  order  him  to  be  discharged 
two  years  from  the  date  of  the  Registrar's  order,  subject  to 
the  same  comditions  as  those  imposed  by  the  Registrar's 
order. 

Order  varied. 

(L.J.  245.) 


KING'S  BENCH  DIVISION. 

April  4. 

(Before  Bigham  and  Walton,  JJ.) 

Re  B.  &  W.  Thompson. 

Bankruptcy  —  Proof — Contra    Account  —  Relation    back    0/ 
Trustee's  Title. 

This  case  raised  the  question  of  mutual  dealings  and 
set-off. 

The  debtors,  who  were  farmers,  had  authorised  the 
respondent,  who  was  an  auctioneer,  and  from  whom  they 
had  received  a  loan  of  ^^400,  to  sell  their  farming  stock  and 
repay  himself  out  of  the  proceeds  of  sale.  The  sale  took 
place,  but  before  the  proceeds  had  been  collected  the 
respondent  received  notice  of  an  act  of  bankruptcy  to 
which  the  trustee's  title  related  back.  The  latter  therefore 
claimed  the  sum  collected,  leaving  the  creditor  to  his 
remedy  of  proof  against  the  estate  for  the  advance  of  £^00, 

JUDGMENT 

The  Court  held  that  there  was  a  right  to  set  off,  and  (hat 
it  was  not  possible  for  the  trustee  to  interfere,  as  his  rights 
were  subject  to  the  existing  arrangements  at  the  time,  and 
that  the  case  was  covered  by  that  of  Palmer  and  Day  &* 
Sony  decided  by  the  late  Lord  Chief  Justice,  Lord  Russell 
of  Killowcn,  in  which  it  was  held  that  a  deposit  by  the 
debtor  with  an  authority  to  sell  and  receive  the  proceeds 
constituted  a  giving  of  credit,  and  that  there  were  dietefore 
mutual  dealings  between  the  parties  at  the  date  of  the 
bankruptcy,  in  respect  of  which  the  defendants  had  a  right 
of  set-off  in  bankruptcy  under  Section  38. 

(Reported  by  W.  H.  Terry,  Esq.,  Barrister-at-Law.) 


KING'S  BENCH  DIVISION. 

May  I. 

(Before  Registrar  Linklater.) 

In  re  Woolf. 

Bankruptcy — Discharge — Application  for — Official  Receiver's 
Report — Notice  to  Dispute  Statements  in  Report — Bank- 
ruptcy Rules,  1886  &*  i8go.  r.  ajSa. 

This  was  an  application  for  an  order  of  discharge  under 
section  8  of  the  Bankruptcy  Act.  1890.  The  Official 
Receiver  had  made  a  rejxxrt,  dated  April  23  1906,  contain- 
ing statements  as  to,  among  other  things,  the  amounts 
of  the  liabilities  and  assets,  the  bankrupt's  course  of 
trading,  the  causes  of  his  bankruptcy,  and  an  alleged  sale 
by  thp  bankrupt  of  his  business  ;  and  th^^Offi^aLRgc^ixer 
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reported  his  conclusions  as  follows :  —That  the  bankrupt 
has  omitted  to  keep  such  books  of  account  as  are  usual 
and  proper  in  the  business  carried  on  by  him  and  as 
sufficiently  disclose  his  business  transactions  and  financial 
position  within  the  three  years  immediately  preceding  his 
bankruptcy;  that  the  bankrupt  has  continued  to  trade 
after  knowing  himself  to  be  insolvent ;  that  the  bankrupt 
has  contributed  to  his  bankruptcy  by  rash  and  hazardous 
speculations ;  that  the  bankrupt  has  within  three  months 
preceding  the  date  of  the  receiving  order,  when  unable  to 
pay  his  debts  as  they  became  due,  given  undue  preferences 
to  Robinson  and  Joseph  Woolf ;  that  the  alleged  sale  by 
the  bankrufxt  of  his  business  was  merely  a  device  put 
forward  to  remove  his  assets  from  the  reach  of  his  creditors 
and  to  defraud  them,  and  that  the  bankrupt  has  been  guilty 
of  fraud.  Notice  had  been  given  on  behali  of  the  bank- 
rupt to  the  Official  Receiver  under  rule  238a  of  the  Bank- 
ruptcy Rules,  1886  and  1890,  of  the  bankrupt's  intention 
on  the  hearing  of  this  application  "  to  dispute  the  follow- 
ing statements  in  your  report  dated  April  23  1906."  The 
notice  then  set  out  all  the  conclusions  of  the  Official 
Receiver  as  stated  above. 

Mr.  Registrar  Linklater,  having  referred  to  the  bank- 
rupt's notice  d  dispute,  said  be  would  accept  it  as  a  notice 
of  the  bankrupt's  intention  to  dispute  the  conclusions 
which  the  Official  Receiver  had  arrived  at,  but  he.  could 
not  take  it  as  notice  to  dispute  the  statements  upon  which 
these  conclusions  were  based.  If  the  bankrupt  desired  to 
dispute  any  of  these  statements,  he  might  have  an  adjourn- 
ment of  this  application  and  an  opportunity  of  giving  an 
amended  notice.  Rule  238a  required  that  the  disputed 
statements  should  be  specified  in  the  notice,  and  under  a 
general  notice  disputing  a  conclusion  of  the  Official 
Receiver  his  Honour  could  not  allow  the  bankrupt  to  dis- 
pute all  or  any  of  the  statements  by  which  the  conclusion 
was  supported.  The  object  of  the  rule  was  that  the 
Official  Receiver  might  be  informed  as  to  the  statements, 
if  any,  in  his  report  which  the  bankrupt  proposed  to  dis- 
pute, and  that  the  Official  Receiver  might  be  prepared 
with  evidence  to  support  those  statements  on  the  hearing 
of  the  application.  If  such  a  general  notice  as  had  been 
given  in  this  case,  disputing  all  the  conclusions  which  the 
Official  Receiver  had  come  to,  were  held  to  enable  the 
bankrupt  to  dispute  all  the  statements  in  the  Official 
Receiver's  report,  the  Official  Receiver  would  be  compelled 
to  be  prepared  with  a  mass  of  evidence  to  support  his 
report. 

Mr.  Hansell  said  that  he  had  intended  to  argue  that  the 
majority  of  the  findings  of  the  Official  Receiver  were  not 
supported  by  the  facts  reported  by  him ;  but,  as  it  might 
be  necessary  to  dispute  some  of  the  statements  upon 
which  the  Official   Receiver   based  his   conclusions,   he 


desired  an  adjournment  to  consider  whether  an  amended 
notice  to  dispute  should  be  given. 
The  application  was  accordingly  adjourned. 
(22  Times  Law  Reports,  501.) 


DIVISIONAL  COURT  IN  BANKRUPTCY. 

April  2. 

(Before  Bigham  and  Walton,  JJ.) 

Re  Hannah  Greenwood. 

Bankruptcy — Married  Woman— Definition  of  "  Trading  apart 
from  husband.** 

This  was  an  appeal  from  the  decision  of  the  Registrar  of 
the  Blackburn  County  Court  on  behalf  of  the  debtor, 
against  whom  a  receiving  order  had  been  made.  The 
point  was  as  to  whether  she  was  trading  separately  and 
apart  from  her  husband,  who  had  previously  failed,  and 
who  had  had  his  domicile  at  the  place  of  business  and  had 
admittedly  assisted  in  the  management. 

It  appeared  that  a  sum  of  ;^2oo  had  been  borrowed,  for 
which  the  wife  gave  her  promissory  note.  A  com  dealer's 
business  was  then  started  under  the  name  of  H.  Green- 
wood, the  initials  of  the  wife,  and  a  cart  used  in  the  trade 
and  the  receipts  that  were  given  also  bore  those  initials. 

JUDGMENT. 

The  Court  remarked  that  the  evidence  was  somewhat 
conflicting,  but  held  that  the  business  was  carried  on  by 
the  wife.  The  petitioning  creditor  had  supplied  goods  to 
the  shop  for  the  purposes  of  the  business,  and  the  ques- 
tion which  had  to  be  decided  was  to  whom  was  credit 
given,  as  it  did  not  matter  whom  they  thought  was  carry- 
ing on  the  business.  The  Court  would  therefore  be  loth 
to  interfere  with  the  Registrar's  decision,  who  both  saw 
and  heard  the  parties.  Mr.  Ju^ice  Bigham  said  that  in 
his  opinion  the  husband  after  failing  did  what  is  common, 
lie  said  to  his  wife,  "You  carry  on  business,"  to  which 
the  latter  assented,  and  borrowed  money  to  enable  her 
to  do  so. 

(Reported  by  W.  H.  Terry,  Esq.,  Barrister-at-Law.) 


Company  Law. 

CHANCERY  DIVISION. 

April  25. 

(Before  Buckley,  J.) 

In  re  St.  Neot^  Water  Company. 

Company — Winding-up-:— Company  Incorporated  undtr  Special 
A  ct-^Jurisdiction, 

This  company  was  not  registered^-ofider  the  ffcwnpanies 
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Act,  but  was  incorporated  in  1897  under  a  special  Act  of 
Parliament  (60  &  61  Vict.,  c.  clxxxvi.)  for  the  purpose 
of  making  and  maintaining  water  works  and  supplying 
water  within  a  certain  district.  The  petitioners  were  judg- 
ment creditors  for  a  debt  of  over  ;f  1,700. 

JUDGMENT. 

Mr.  Justice  Buckley,  in  giving  judgment,  said  the  case 
fell  within  the  decisions  of  Mr.  Justice  Stirling  in  In  rt 
Borough  of  Porismoutht  ^-'c,  Tramways  Company  (1892, 
2  Ch.  363)  and  Mr.  Justice  North  in  In  re  Barton-upon- 
Humber  and  District  Water  Company  (42  Ch.D.  585),  in 
which  the  jurisdiction  to  wind  up  companies  of  this  kind 
was  established.  His  Lordship  said  he  did  not  agree  with 
the  contention  that  the  latter  case  hftd  been  dissented  from 
by  the  Court  of  Appeal  in  Marshall  v.  South  Staffordshire 
Tramways  Company  (1895,  2  Ch.  36).  It  might  be  necessary 
to  apply  to  Parliament  in  case  a  sale  of  the  undertaking 
was  required,  but  that  objection  was  not  considered  by 
Mr.  Justice  North  as  standing  in  the  way  of  a  winding-up 
order.  The  usual  winding-up  order  must  be  made  against 
the  company. 

(22  Times  Law  Re  ports  ^  478.) 


CHANCERY  DIVISION. 

April  25. 

(Before  Buckley,  J.) 

ne  R.  B.  &  Co.,  Lim. 

Company  Liquidation — Nomination  of  Liquidator— Allegation 
of  Bias, 

A  petition  by  creditors  for  compulsory  winding-up,  the 
company  being  in  voluntary  liquidation. 

According  to  counsel's  opening  statement  the  company 
was  incorporated  in  1897,  and  dividends  were  paid  down 
to  the  year  1903,  but  the  petitioners,  acting  under  the 
advice  of  an  accountant  whom  they  were  noihinating  as 
liquidator,  contended  that  these  dividends  had  been*  paid 
out  of  capital,  as  had  10  per  oent.  depreciation  been  written 
off  annually  from  machinery,  &c.,  which  was  not  thought 
too  much  under  the  circumstances,  there  would  have  been 
no  profits  to  divide.  The  directors  and  voluntary  liqui- 
dator claimed,  on  the  other  hand,  that  spinning  machinery 
used  in  the  business — that  of  wool  factors — would  last  for 
fifty  years,  and  so  long  as  repairs  and  renewals  were  kept 
up  out  of  revenue,  as  had  been  the  case,  the  depreciation 
which  had  been  allowed  was  ample.  There  was  no  refer- 
ence to  provision  having  been  made  for  obsolescence. 

Objection  was  taken  to  the  proposed  liquidator  on  the 
ground  that,  having  expressed  his  views,  he  was  of  neces- 
sity biased,  and  could  not  act  independently. 


I      The  directors  decided  at  a  meeting  on  the  isth  February 

to  wind  up,  on  which  date  there  was  an  overdraft  of 

'  ;f6,ooo  at  the  bank,  and  two  days  afterwards  the  notices 

'  were  issued  to   shareholders.     In  the  meantime  it  was 

'  alleged  the  overdraft,  which  had  been  guaranteed  by  the 

directors  pei3)nally,  had  been  reduced  to  ;f  1,200  by  the 

forced  sale  of  certain  stock,  for  which  acceptances  had 

,  been  given  which  the  bank  had  received  instructions  not 

to  meet  when  the  bills  became  due  on  the  i8th  February. 

It    was    contended    that    this    transaction    would    have 

amounted  to  a  fraudulent  preference  in  bankruptcy. 

The  matter  was  ultimately  referred  to  Chambers  for  the 
appointment  of  some  liquidator  agreeable  to  both  parties, 
it  being  arranged  that  the  liquidator  who  had  been  acting 
should  retire. 

(Reported  by  W.  H.  Terry,  Esq.,  Barrister-at-Law.) 


CHANCERY  DIVISION. 

May  I. 

(Before  Buckley,  J.) 

In  re  Alfred  Meison  &  Co.,  Lim. 

Company  —  Winding-up  —  Absence  of  Assets  —  Debenture- 
holders  Carrying  on  Business — **Just  and  Equitable'* — 
Companies  Act,  1862  (25  S*  26  Vtct,  c.  89),  sees.  79 
(5).  91- 

This  was  a  case  of  great  importance  in  the  law  as  to 
the  winding  up  of  joint -stocis  companies.  It  was 
established  long  ago,  before  the  passing  of  the  Companies 
(Winding-up)  Act,  1890,  that  a  winding-up  order  would  not 
be  made  on  a  creditor's  petition  where  it  was  shown  that 
the  petitioning  creditor  could  not  gain  anything  by  the 
winding-up  order.  One  of  the  most  common  of  these  cases 
was  where  the  assets  of  the  company  were  completely 
covered  by  debentures  for  an  aggregate  amount  exceeding 
the  value  of  the  assets.  So  well  settled  was  this  rule  that 
for  some  time  past  petitioners  have  been  required  to  allege 
and  verify  the  fact  that  the  company  has  assets  available. 
In  a  recent  case  before  Mr.  Justice  Warrington — In  re  Chic, 
Lim.  (1905,  2  Ch.  345),  where,  after  a  judgment  had  been 
obtained  by  creditors  of  the  company,  the  debenture- 
holders  had  obtained  the  appointment  of  a  receiver,  who 
had  carried  on  its  business  and  incurred  further  liabili- 
ties— a  winding-up  order  was  made  on  the  judgment 
creditors'  petition,  although  the  assets  were  more  than 
covered  by  the  debentures.  In  the  present  case  the  judg- 
ment was  obtained  last  December,  and  in  March  of  this 
year,  there  being  then  debentures  charging  the  company's 
assets,  a  prior  lien  debenture  for  ;f  1,000  was  created.  No 
receiver  had  been  appointed,  but  the  debenture-holders 
were  in  possession  of  the  assets  and  were  carrying  on  th 


64 


THE   ACCOUNTANT   LAW   REPORTS 


May  ig,  1906. 


company's  business.  In  these  circumstances  the  judgment 
creditors,  the  Bradford  Dyers'  Association,  Lim.,  pre- 
sen<ted  a  petition  asking  for  the  compulsory  winding  up  of 
Alfred  Melson  &  Co.,  Lim. 

JUDGMENT.  I 

Mr.  Justice  Buckley  delivered  judgment  as  follows: —  j 
This  is  a  company  which  has  a  paid-up  capital  of  £2f$oy  \ 
and  a  debt  upon  debentures — which  constitute,  I  under- 
stand, a  charge  upon  the  undertaking — ^to  the  amount  of 
^^6,630.    The  petitioners  are  judgment  creditors  for  a  sum 
of  £^  15s.  3d.,  in  respect  of  which  they  recovered  judg-  , 
ment  against  the  company  on  December  i   1905.     Of  the 
debenture  debt  I  understand  ;^i,ooo  was  borrowed  upon 
the  security  of  prior  lien  debentures  in  March  1906,  that  is 
to  say,  after  the  date  on  which  the  judgment  had  been  ! 
obtained.    The  company  say  that  if  I  make  a  winding-up  , 
order  there  will  be  nothing  to  wind  up,  as  the  debentures  { 
more  than  exhaust  all  the  assets  of  the  company.    I  will,  i 
for  the  moment,  assume  that  is  the  fact  and  see  how  the 
matter  stands.     If  that  be  the  fact,  it  seems  to  me  that, 
upon  the  evidence  in  this  case,  the  company  is  not  really  ■ 
in  substance  carrying  on  business  at  all,  but  that  its  deben- 
ture-holders are  carrying  on  the  business,  although  the  1 
company's  name  is  being  used ;  an-d  in  doing  that  they  are 
putting  themselves  in  such  a  position  as  that,  in  ordering 
goods  in  the  name  of  the  company,  and  incurring  debts 
for  which  the  company  is  liable,  they  are  in  the  position 
of  availing  themselves  of  the  law  to  which  I  called  atten- 
tion in  /«  re  London  Pressed  Hinge  Company  (21  The  Times 
L.R.  322 ;  (1905)  I  Ch.  576),  and  of  being  able  to  say  that 
at  any  moment  they  can  intervene  by  the  appointment  of  a 
receiver  and  sweep  away  all  the  assets  from  the  unsecured 
creditors.    That  seems  to  me  to  be  a  state  of  things  which  , 
ought  not  to  be  allowed.     Long  ago,  in  the  case  of  In  re 
St.  Thomas^  Dock  Company  (2  Ch.D.  116),  decided  by  Sir 
George  Jessel  in  the  year  1876,  and  in  In  re  Chapel  House  ' 
Colliery     Company     (24     Ch.D.     259),     decided     by     the 
Court     of    Appeal     in     the    year     1883,     the     principle  1 
was  adopted  that  a  creditor  who  comes  for  a  winding- 
up     order    must     show    that    there    is     some    expecta-  1 
tion    of    obtaining    payment,    at    any    rate    where    other 
creditors  oppose  the  petition  and  ask  that  the  company 
may  be  allowed  to  go  on.     But  those  cases  were  decided  ; 
long  before  debentures  had  reached  their  modern  develop- 
ment.   I  do  not  think  it  was  ever  laid  down  that,  when  the 


petitioning  creditor  came  alone  and  no  other  creditors 
opposed,  the  Court  was  bound  to  refuse  the  order ;  but 
merely  that  there  was  a  discretion  in  the  Court,  that  the 
petitioning  creditor  was  not  entitled  to  an  order  ex  debite 
justitia,  and  that  the  Court,  in  dealing  with  the  matter, 
regarded  under  section  91  of  the  Companies  Act,  1862,  the 
views  of  the  other  creditors,  and  might  refuse  the  order, 
although  the  creditor  was  unpaid.     I  do  not  think  there 
exists  in  those  cases  anything  which  obliges  me  to  say, 
particularly  in  the  modern  state  of  facts  as  regards  deben- 
tures, thait  the  Court  is  bound  to  exercise  that  discretion 
by  refusing  at  the  instance  of  the  company  to  make  the 
order,  merely  upon  the  ground  that  the  order  will  not 
produce  anjrthing  for  the  unsecured  creditors.     I  think 
that,  under  the  "just  and  equitable  **  clause  of  section  79 
of  the  Act  of  1862,  I  am  entitled  to  say  that  a  company 
conducted  under  such  circumstances  ought  not  to  go  en, 
adid  that  there  ought  to  be  a  winding-up  order.    It  is  said 
that  the  company  has  assets,  but  I  am  not  satisfied  on  the 
facts  that  the  company  really  advanced  that  as  being  the 
true   state    of   the    case.      Upon    its    Balance  Sheet  of 
December  1905  there  are  shown  assets  to  the  extent  of 
nearly  ;£9,3oo,  and  debentures  to  the  extent  of  ;f  5,630.  The 
further  debenture  debt  of  ;f  1,000  has  arisen  since  that  date, 
and  unless  a  particular  item,  "Overdraft  of  Mr.  Melson, 
£3*7^7  "  ^s  bad  (and  there  is  no  evidence  that  it  is  bad). 
there  would  upon  that  Balance  Sheet  be  assets  for  pay- 
ment of  something  beyond  what  is  payable  to  the  deben- 
ture-holders.   The  evidence  that  there  is  not  enough  is  to 
be  found  in  certain  paragraphs  of  Mr.  Seal's  affidavit.    I 
am  not  satisfied  that  the  order  need  be  barren.    I  oughi 
also  to  add  this,  with  regard  to  the  holding  of  the  deber- 
tuxes.    A  Mr.  Baring  Gould  holds  ;t2,7oo  first  debentures, 
_;^i,ioo  second  debentures,  ;f3oo  third  debentures,  and  ;f5oo 
prior  lien  debentures  ;  ;^Soo  prior  lien  debentures  arc  held 
by  Mr.   Paxton,  and  ;^i,4oo  debentures  are  held  by  Mr. 
Seal,  the  solicitor  of  the  company.     It  is  obvious  in  that 
state  of  facts  that  the  persons  carrying  on  this  company 
are  Mr.  Baring  Gould,  and,  to  a  smaller  extent,  Mr.  Paxton 
and  Mr.  Seal,  though  whether  that  gentleman  holds  them 
in  his  own  right  I  do  not  know.    The  persons  substantially 
carrying  on  the  business  are  not  the  company,  but  a  limited 
number  of  individuals.    In  that  state  of  facts  I  think  the 
order  ought  to  be  made,  and  I  therefore  make  the  usual 
compulsory  winding-up  order. 

(22  Times  Law  Reports^  500.) 
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Accountancy  and  Auditing. 

LIVERPOOL  ASSIZES. 

May  9,  10,  II. 

(Before  Bray,  J.,  and  a  Special  Jury.) 

Smith  V.  Sheard. 

Liability  of  Accountant — Audit  at  Request  of  Creditors— Defal- 
cations by  Employee — Claim  for  Damages. 

An  action  was  brought  by  Mary  Ann  Smith,  married 
woman,  carrying  00  business  as  a  manufacturing  stationer 
in  Liverpool  under  the  style  of  Dickinson  &  Co..  for  damages 
for  neglect  in  the  audit  of  her  books,  against  Theodore  S. 
Sheard,  accountant. 

Mr.  Rutledge  stated  that  the  plaintiff  claimed  damages 
for  neglect  and  carelessness  in  the  audit  of  her  books,  by 
means  of  which  she  incurred  heavy  losses  consequent  on 
frauds.  The  defendant  denied  that  he  was  the  auditor  of 
her  books,  and  that  she  sustained  any  loss  through  neglect 
on  bis  part,  and  also  that,  if  there  was  neglect,  the  plaintiff 
was  guilty  of  contributory  negligence ;  while  further,  the 
defendant  counter-claimed  for  certain  sums  for  work  done, 
which  plaintiff  denied. 

Mr.  Shee,  in  his  opening,  stated  that  the  allegation  of 
neglect  was  that  in  consequence  of  the  inefficient  auditing  of 
the  books  by  the  defendant,  the  late  cashier  of  the  plain tif! 
embezzled  certain  sums  of  money,  amounting  in  all  to  about 
;f7oo.  Plaintiff  had  been  in  partnership  with  Mr. 
Dickinson,  but  on  account  of  the  latter  overdrawing  more 
than  he  was  entitled  to  this  partnership  was  dis.solved  in 
igo2,  and  a  consultation  with  the  creditors  was  decided 
upon.  Mrs.  Smith  then  found  that  Mr.  Sheard  had  been 
acting  as  auditor  to  the  firm,  and  she  intimated  that  his 
services  would  be  continued  in  this  capacity.  As  a  matter 
of  fact,  it  was  alleged  that  he  not  only  undertook  the  audit- 
ing, but  her  affairs  in  regard  to  the  creditors  and  the  collec- 
tion of  debts.  In  December  igoa  the  plaintiff 's  cashier,  who 
had  since  been  prosecuted  and  who  was  now  dead,  began  Ho 
make  fictitious  entries  in  the  books  and  appropriate  money 
from  the  business.  When  defendant  audited  the  books  and 
prepared  a  Balance  Sheet  in  1904  he  made  a  charge  01  forty 
guineas,  to  which  plaintiff  demurred,  remarking  that  she 
did  not  think  the  work  had  been  done  properly.  Mr. 
Sheard  replied  that  the  consequence  of  such  a  statement 
would  be  very  serious  for  one  of  them.  The  defalcations  of 
the  cashier  were  not  discovered  until  April  1905,  and  it  was 
contended  that  if  the  audit  had  been  an  efficient  and  proper 
one  the  misappropriations  would  have  been  found  out  much 
earlier,  and  the  losses  thus  prevented. 

Evidence  was  given  in  support  of  counsel's  statement  by 
the  plaintiff. 


Cross-examined  by  Mr.  Horridge,  witness  stated  that  in 
order  to  save  expense,  and  because  of  the  confidence  she 
reposed  in  the  cashier,  she  did  not  instruct  the  defendant  to 
audit  her  books  in  the  way  he  had  done  in  the  time  of  Mr, 
Dickinson,  and  that  consequently  the  Bank  Book,  Cash 
Book,  and  vouchers  were  not  examined  for  eighteen  months. 

Miss  Amery,  in  explaining  the  system  of  bookkeeping  at 
the  plaintiff's  office,  stated  that  the  defaulting  cashier  col- 
lected accounts  outside  and  gave  receipts  from  a  counterfoil 
Receipt  Book,  which  she  was  unable  to  say  was  asked  for 
by  the  defendant's  lepresentatives. 

Cross-examined,  witness  said  that  everything  was  left  by 
Mrs.  Smith  to  the  cashier.  As  far  as  she  knew,  Mr.  Sheard 
never  had  the  Counterfoil  Book,  the  rough  Cash  Book,  or  the 
vouchers. 

Walter  Appleton,  of  London,  representing  a  firm  of 
creditors,  stated  that  at  a  meeting  of  the  creditors  when  Mrs. 
Smith  took  over  the  business  it  was  agreed  to  give  the  plain- 
tiff time  to  pay  the  debts  on  condition  that  Mr.  Fosbrooke, 
the  defendant's  partner,  took  entire  control  of  the  books. 

Arthur  Whittaker,  Chartered  Accountant,  Manchester, 
deposed  as  :othe  state  of  plaintiffs  account  books  and  the 
evidences  cf  the  partial  audit  which  they  bore.  The  ques- 
tion of  what  an  audit  was  was  a  difficult  one,  but  a  generally 
accepted  opinion  was  that  it  meant  a  comprehensive  investi- 
gation of  the  books  for  the  verification  of  the  entries  in 
order  to  arrive  at  a  proper  statement  of  the  position  of  the 
client.  He  did  not  think  there  was  any  difference  between 
an  audit  and  a  '*  complete  audit."  and  without  some  under- 
standing to  the  contrary  an  auditor  must  audit  all  the 
books.  He  maintained  that  th6  entries  from  the  rough  Cash 
Book  into  the  general  Cash  Book,  and  from  the  original 
carbon  counterfoils  to  the  Summary  Book,  had  not  been 
checked  as  they  should  have  been.  Vouchers  also  should 
be  asked  for  by  an  auditor. 

Mr.  Horridge  said  he  did  not  dispute  witness's  evidence 
as  to  non-checking,  the  whole  point  being  as  to  what  were 
the  terms  of  defendant's  employment. 

The  question  of  amount,  it  was  agreed  between  the 
parties,  should  be  reserved  for  the  present. 

Witness,  proceeding,  stated  that  if  vouchers  had  been 
asked  for  fictitious  entries  would  have  been  discovered  in 
the  Cash  and  Purchase  Invoice  Books. 

Cross-examined  by  Mr.  Horridge,  witness  stated  that  his 
evidence  h^d  been  given  on  the  assumption  that  the 
defendant  was  employed  to  give  an  audit  in  the  strict  sense 
of  the  term.  It  was  apparent  in  this  case  from  the  books 
that  the  defendant  had  not  purported  to  audit  in  such  a, 
manner  as  to  check  the  honesty  of  the  servants.  It  was 
usual  for  an  auditor  to  certify  the  accounts  as  *'  audited  and 
found  correct."    Mr.  Sheard  had  not  done  this.    Ther« 

was  no  necessity  to  ask  for  the  counterfoiis^oLrec^ipts  for 
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the  purpose  of  posting  the  books  and  preparing  a  Balance 
Sheet  only. 

Two  other  witnesses  were  called  for  the  plaintiff,  whose 
case  was  then  concluded. 

Mr.  Horridge,  for  the  defence,  argued  that  from  the  very 
first  Mr.  Sheard  had  taken  up  the  position  that  he  was  never 
engaged  to  audit,  and  that  he  had  never  for  one  moment 
pretended  to  do  so.  He  had  only  done  the  work  of  checking 
the  books  and  making  out  a  Balance  Sheet  in  a  way  that  was 
the  custom  amongst  private  firms.  It  was  not  intended  to 
audit  the  books  to  check  the  accuracy  of  the  entries  or  the 
honesty  of  the  servants,  but  simply  to  take  out  a  Balance 
Sheet  which  correctly  represented  the  books.  That  was 
shown  by  the  very  fact  that  the  defendant  had  never  asked 
for  vouchers  and  counterfoils.  The  arrangement  when  the 
partnership  between  Mrs.  Smith  and  Mr.  Dickinson  was 
dissolved  was  that  the  books  should  be  put  on  a  proper 
system  of  double-entry,  and  balanced  half-yearly.  Mrs. 
Smith  did  not  want  her  cashier  checked,  as  she  reposed  the 
fullest  confidence  in  him.  He  maintained  that  if  the  word 
"audit  '*  had  not  crept  loosely  into  a  bill  that  action  would 
never  have  been  heard  of.  Mrs.  Smith  had  constantly  stated 
that  she  wished  to  save  expense,  and  she  intimated  that  it 
was  only  necessary  to  do  sufl&cient  to  satisfy  the  creditors  by 
putting  the  books  on  a  better  system  and  furnishing  a 
Balance  Sheet.  Counsel  proceeded  to  quote  letters  bearing 
on  Mr.  Sheard's  engagement,  and  submitted  that  every 
document  and  inference  was  in  favour  of  the  defendant. 
The  secret  of  that  case  was  that  Mrs.  Smith  had  lost  her 
money  through  her  late  cashier,  and  that  she  never  made  a 
bargain  with  Sheard  to  audit  at  all.  Ttie  Balance  Sheets 
were  not  signed  or  certified  for  the  simple  reason  that  an 
audit  had  not  been  made  or  had  been  intended  to  be  made. 

Mr.  T.  S.  Sheard,  the  defendant,  gave  evidence.  He  said 
he  had  carried  on  business  in  Liverpool  as  a  Chartered 
Accountant  for  twenty  years.  He  emphatically  denied  that 
he  had  ever  agreed  to  make  a  complete  audit  of  the  plaintiff's 
books  or  anything  to  that  effect.  If  he  audited  accounts  or 
Balance  Sheets  he  usually  gave  a  special  certificate  stating 
what  he  had  done.  If  he  was  only  instructed  to  take  out  a 
Balance  Sheet  he  took  the  figures  as  stated  in  the  books,  and 
did  not  sign  it. 

Cross-examined,  witness  disputed  that  there  was  any 
discussion  between  himself  and  Mrs.  Smith  about  it  being  a 
serious  thing  for  her  if  her  statement  about  his  work  were 
false.  He  was  astonished  when  he  was  blamed  for  the  non- 
discovery  of  the  defalcations. 

John  D.  Fosbrooke,  defendant's  partner,  stated  that  in 
consequence  of  Mrs.  Smith's  anxiety  to  save  expense  until 
the  creditors  had  been  paid  off,  the  arrangement  was  that 
he  should  only  check  the  posting  in  order  to  enable  him  to 
balance.  He  denied  that  he  had  told  Mrs.  Smith  that  he 
•^ad  made  a  •« complete  audit"  of  her  books.    The  word 


"audit"  had  been  put  into  the  bill  of  charges  by  a  clerk, 
and  it  should  have  been  "  auditing  of  posting."  He  did  not 
ask  for  vouchers,  because  he  was  not  making  a  thorough 
audit  of  the  books. 

Cross-examined  by  Mr.  Shee,  witness  stated  that  it  might 
have  been  less  trouble  if  he  had  let  the  cashier  do  the 
posting,  and  if  he  (witness)  had  applied  himself  to  checking 
the  cashier's  honesty,  but  witness  was  stopped  by  Mrs. 
Smith  from  doing  that. 

Mr.  Sidney  S.  Dawson  and  Mr.  W.  C.  Spencer,  Chartered 
Accountants,  deposed  that  it  was  the  practice  after  making 
a  thorough  audit  to  sign  the  Balance  Sheet  or  give  a 
certificate.  In  this  case,  Mr.  Spencer  said,  there  was  no 
evidence  of  vouchers,  &c.,  having  been  checked.  The  work 
done  by  the  defendant  was  not  valueless,  but  was  necessary 
for  balancing  purposes,  and  in  the  absence  of  fraud  would 
have  shown  the  assets,  liabilities,  capital,  profits,  and  draw- 
ings of  the  partners. 

In  answer  to  Mr.  Shee,  witness  said  that  the  defendant's 
audit  ^yould  be  valueless  for  the  purpose  of  detecting  fraud. 

Counsel  having  addressed  the  jury, 

Mr.  Justice  Bray,  in  summing  up,  said  :  Gentlemen  of  the 
jury,  I  may  have  to  occupy  your  time  for  a  little  in  going 
into  this  matter,  which  is  a  very  important  matter.  It  is 
important  for  both  parties ;  it  is  important  for  the  plain- 
tiff because  she  says  that  Mr.  Shand  has  defrauded  her  of 
some  ;^7oo,  and  that  if  the  defendants  had  done  their  duly 
Mr.  Shand  would  have  been  detected  long  before  all  that 
money  was  lost  and  she  never  would  have  lost  the  money. 
;^7oo,  of  course,  is  an  important  sum.  On  the  other  hand, 
it  is  equally  important  for  the  defendant — not  more 
important,  but  equally  important  for  the  defendant — ^not 
only  because  the  sum  is  a  very  considerable  sum,  but 
because  he  is  charged  with  having  entered  into  a  contract 
which  he  never  performed  or  attempted  to  perform — thai 
is  the  charge  against  him.  It  is  a  serious  charge  against 
professional  men,  and  when  Mr.  Shee  talks  to  you  about 
disregarding  the  question  of  onus  of  proof,  and  asks  you 
to  look  upon  it  as  a  matter  of  common  sense,  I  ask  you  to 
look  upon  it  as  a  matter  of  common  sense.  First  of  all, 
at  law  common  sense  and  law  usually  agree,  but  it  is  law 
that  the  plaintiff  must  make  out  a  contract,  and  a  breach  ot 
that  contract  before  she  can  succeed.  But  it  is  common 
sense  too.  One  of  you  gentlemen  some  day  might  be  sued 
by  somebody  setting  up  some  verbal  contract  which  yos 
have  never  entered  into,  and  you  would  think  if  an  action 
were  being  brought  against  you — would  not  you  think  it 
was  fair  that  when  there  are  no  documents  proving  what 
the  contract  was,  if  there  are  no  documents  it  is  a  case 
that  should  be  proved  against  you  fully?  Now  the  law  says 
that,  and  common  sense  tells  you  the  same.  Now,  gentle- 
men, as  I  have  told  you,  this  is  an  action  for  breach  of 

contract,  and  it  is  admitted  that  thiT^hQle^uestion  turns 
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Upon  what  was  the  contract,  and  therefore  the  simple  ques- 
tion that  I  am  going  to  leave  to  you  is  this:  Did  the 
defendants  agree  with  the  plaintiff  to  make  her  a  complete 
audit?  Is  that  what  they  agreed  to  do?  That  is  what  the 
plaintiff  has  got  to  prove  to  you,  because  it  is  common 
ground  that  if  that  was  their  contract  they  never  performed 
it  or  attempted  to  perform  it ;  because  it  is  common  ground 
again  that  a  complete  audit  means  having  every  item 
vouched  for  and  every  entry — every  book  brought  up  and 
every  item  vouched  for — and,  of  course,  it  is  common 
ground  again  that  if  every  item  had  been  asked  to  be 
vouched  for  and  every  book  had  been  examined  the  defal- 
cations would  have  been  discovered  ;  they  must  have  been 
discovered.  Therefore  that  is  the  question  that  you  have 
got  to  try.  Has  the  plaintiff  proved  to  your  satisfaction 
that  the  defendants  agreed  to  make  a  complete  audit? 
Now  it  is  purely  a  question  for  you  ;  it  is  not  for  me,  it  is 
for  you ;  and  any  observations  that  I  may  make,  except 
when  I  am  dealing  with  a  question  of  law,  are  observa- 
tions which  you  can  give  just  as  much  or  as  little  weight 
to  as  you  choose.  Now  I  am  bound  to  say  that  the  first 
observation  which  occurs  to  noe  is  this  :  It  does  seem  to  me 
a  remarkable  thing  that  if  these  people  really  did  agree  to 
make  a  complete  audit  that  they  should  not  have  done  it. 
It  was  to  their  interest  to  do  it.  There  was  no  bargain  as 
to  price,  and  the  more  time  they  had  to  spend  upon  these 
books  the  more  remuneration  they  would  get,  and  you, 
gentlemen,  know,  of  course,  there  is  a  profit  upon  every 
hour's  charge  that  they  make,  and  it  was  to  their  interest 
— to  their  profit — that  they  should  make  as  complete  an 
audit  as  possible,  because  that  would  take  more  hours  and 
would  mean  more  profit,  and  it  does  occur  to  me  that  that 
wants  explanation,  why  the  defendants  if  they  had  agreed 
to  make  this  complete  audit  never  did  so.  Now,  gentle- 
men, that  is  an  observation  on  the  law;  it  is  simply  an 
observation  that  you  will  take  notice  of.  Now,  as  I  told 
you,  the  plaintiff  has  got  to  prove  her  contract.  The  con- 
tract, whatever  it  was,  was  clearly  made  about  the 
beginning  of  1903 ;  that  is  common  ground.  Whether  it 
was  in  December  or  January  does  not  much  matter;  the 
defendants  put  it  in  January;  the  plaintiff  does  not  give 
any  actual  time  herself,  except  that  it  was  about  that  time. 
Now  first  of  all  you  have  got  to  see  what  did  the  plaintiff 
say  herself,  and  you  have  got  to  ask  yourselves,  is  that 
true?  If  it  is  true,  what  does  it  mean?  Or  if  it  is  not  true, 
what  was  the  contract?  Now  this  is  what  she  said : 
"  Fosbrooke  was  Sheard's  general  manager,  and  he  asked 
**  me  what  I  was  going  to  do  about  the  audit.  I  told  him 
"  I  was  going  to  make  no  change  in  anything."  Now  that 
is  her  own  story,  mind  you,  the  story  that  she  repeated 
xnore  than  once,  which  means,  if  one  can  understand  it, 
it  means  you  are  to  go  on  doing  the  work  which  you  did 
before.     Then  she  says,  "I  told  him  I  was  not  going  to 


"make  any  change  in  anything,  and  knowing  I  had  no 
"knowledge  of  books  I  expected  them  to  do  all  my  books. 
"  I  am  not  sure  of  the  words  I  used.  I  said  I  hoped  they 
"would  take  special  care,  knowing  that  I  knew  nothing 
"about  books,  and  I  was  making  no  change  at  all.  Fob- 
"  brooke  told  me  he  was  going  to  take  special  care  about 
"  the  books,  and  he  should  want  to  make  a  few  alterations. 
"  Mr.  Shand  was  my  head  man ;  he  was  called  in,  and  I 
"told  him  to  give  every ' assistance  to  Mr.  Fosbrooke," 
Now  she  is  cross-examined,  and  Mr.  Horridge  wanted  to 
see  whether  he  was  quite  clear  that  he  understood  the  con- 
tract— that  according  to  her  version  they  were  to  do  what 
they  had  been  doing  before.  The  employment  was  the 
same,  but  they  were  to  take  more  care.  What  I  do  not 
understand — the  employment  was  continuous — ^they  were 
to  audit  the  books  in  Dickinson's  time,  but  they  told  me 
they  could  not  get  at  them.  Now,  gentlemen,  of  course 
that  is  her  story.  Now  let  us  see  what  the  contract  was 
that  was  made.  You  have  got  to  look  at  what  had 
happened  before,  and  therefore  it  is  most  vital  to  see  what 
was  the  work  they  had  been  employed  to  do  before.  Now 
I  must  go  right  through  that  with  you,  but  there  cannot  be 
a  shadow  of  doubt,  although  it  is  for  you  to  say  that  they 
were  never  employed  to  audit  the  books  before  and  never 
did  so.  Now  you  will  see.  You  know  bills  were  sent  in. 
According  to  Mr.  Fosbrooke  these  bills  were  brought  to 
the  plaintiff — to  Mrs.  Smith — ^when  she  was  making  th€ 
arrangements  for  going  on  with  the  work  at  the  time  this 
contract  was  made  in  January  1903.  Now  the  corre- 
spondence shows  this,  that  the  first  time  these  defendants 
were  employed  by  the  firm  of  Dickinson  &  Co.  was  about 
March  1900,  and  they  were  employed  for  this  leason.  Mr. 
Dickinson — I  suppose  their  position  perhaps  was  a  little 
critical — Mr.  Dickinson  wanted  to  know  first  of  all  what 
were  the  total  annual  sales ;  he  wanted,  secondly,  the 
Balance  Sheet  made  up  to  the  end  of  the  31st  of  January 
1898,  so  as  to  show  what  was  the  position  between  them 
as  to  capital.  Apparently  their  arrangements  were  more 
or  less  vague  as  to  capital,  and  they  wanted  to  commence 
and  see  how  much  capital  Mr.  Dickinson  had  got  in  the 
business,  and  how  much  Mrs.  Smith  had  got  in  it.  That 
was  the  object  with  which  they  were  employed.  Now  you 
get  from  the  documents  and  from  Mr.  Sheard's  evidence 
— not  denied  by  Mrs.  Smith — the  common  question.  Now 
Mrs.  Smith  tells  you,  "Oh,  I  knew  nothing  of  what  was 
going  on  in  Dickinson's  time."  Now  we  shall  see  that  is 
not  quite  correct.  She  knew  ;  she  wanted  to  know  as  much 
as  Mr.  Dickinson  where  they  were  as  to  capital.  Now  we 
will  see  from  the  bills  that  were  sent  in  what  they  were 
doing.  Now,  gentlemen,  I  will  hand  in  the  bills  to  you,  so 
that  you  may  follow  them.  I  think  the  first  of  them. — ^it  is 
not  here — gentlemen,  you  take  those  (bills  handed  to  the 
jury).  The  fixst  one  is  not  here.  I  wiHr^ve  it  tojyor 
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presently.  "28th  May  1901.  For  services  rendered  pre- 
" paring  schedule  showing  the  total  sales  of  your  business 
"from  April  1898  to  April  1900."  You  won't  find  that  one 
here ;  I  will  hand  it  to  you.  "  Preparing  Balance  Sheets 
"at  31st  December  1898  and  31st  March  1900,  and  Profit 
"and  Loss  Account  for  the  eighteen  months  ending  31st 
"March  1900,  £42.^*  Now  you  take  that.  Now  I  have 
read  it  to  you  it  is  perfectly  clear  from  that  that  there  was 
no  audit;  there  is  no  pretence 'for  saying  that  there  was 
anything  in  the  nature  of  an  audit.  Now  the  next  is  this. 
You  have  got  the  next  one  yourselves.  It  is  No.  2.  You 
will  find  these  later  ones  are  all  misleading — the  31st 
January  1903 — ^because  they  were  not  delivered  until  that 
time.  "31st  January  1903. — For  services  examining  and 
"balancing  your  Cash  Book  for  the  year  ended  31st  March 
"1901."  Now  again  it  is  agreed  that  is  not  audit.  Mr. 
Shee  does  not  suggest  that  is  audit.  "Checking  Ledger 
"balances  and  preparing  Balance  Sheet  at  that  date. 
"Attending  numerous  interviews  with  Mr.  Dickinson  and 
"Mrs.  Smith,  discussing  affairs,  and  reporting  as  to  cash 
"drawings  monthly,  fifteen  guineas."  You  know  Mr.  Sheard 
says  it  is  quite  plain  from  the  correspondence  that  they 
discovered  when  they  got  out  these  Balance  Sheets  that 
Mr.  Dickinson  was  apparently  overdrawing,  or  drawing 
more  than  he  should  do,  and  was  making  the  capital  toe 
small,  and  the  result  of  what  took  place  appears  from  a 
letter  of  May  the  ist  1901,  and  that  is  a  letter  from  Mr. 
Sheard  after  he  had  seen  Mr.  Dickinson  and  Mrs.  Smith. 
"In  confirmation  of  my  interview  with  Mr.  Dickinson  and 
"Mrs.  Smith  on  Monday  morning,  I  beg  to  recapitulate 
**  the  arranfrements  that  were  then  come  to.'*  Now  you 
know  Mrs.  Smith  talks  a  little  about  her  knowing  nothing 
of  what  was  going  on.  She  and  Mr.  Dickinson  had  met 
and  had  arranged  what  should  be  done.  "  (i)  The  Balance 
"Sheet  as  at  31st  Dccemiber  1898  is  to  be  taken  as  a  basis  of 
"the  partnership  agreement,  in  accordance  with  which  the 
"capital  therein  shown  is  to  be  apportioned  two-thirds  to 
"Mr.  Dickinson  and  one-third  to  Mrs.  Smith."  Then  Mr. 
Sheard  had  written  some  five  days  before  that  pointing  out 
quite  clearly  that  that  Balance  Sheet  did  not  profess  to  be 
an  audiled  Balance  Sheet.  The  parties  ag^reed  that  that 
should  be  so.  "(2)  Balance  Sheet  made  out  as  at  31st 
"  March  1900,  and  the  profit  thereby  shown  for  the  previous 
"fifteen  months  is  also  to  be  taken  as  correct.  I  am  to 
"proceed."  Now  this  is  what  he  had  to  do  :  "As  quickly 
"as  possible  to  prepare  a  Balance  Sheet  as  at  31st  March 
"1901,  and  on  the  completion  of  same  a  further  meeting 
"will  be  held,  when  it  will  be  decided  whether  such 
"  Balance  Sheet  should  be  adopted  as  correct.  {4)  From  the 
"3i8t  March  1901  the  books  are  to  be  placed  upon  a  proper 
"system  of  double  entry  and  balanced  half-yearly.  In 
"future  a  rough  Cash  Book  is  to  be  kept,  into  which  are 
"to  be  entered    full    particulars    of    all  payments   and 


"  receipts,  and  the  balance  in  hand  is  to  be  paid  into  the 
"bank  daily.  With  a  view  to  carrying  out  the  foregoing 
"arrangements  Mr.  Fosbrooke  yesterday  interviewed  Mr. 
"Shand  and  discussed  the  future  bookkeeping.  I  find 
"several  alterations  in  the  system  of  bookkeeping  will  he 
"necessary,  as  many  of  the  present  methods  might  be 
"improved  upon."  There  is  something  about  Purchases, 
about  Sales,  about  Allowances  and  Returns,  and  about 
Ledgers,  and  so  on.  I  need  not  read  that  all  to  yon.  It 
points  out  the  alterations  that  Mr.  Sheard  is  going  to 
instruct  Mr.  Shand  to  carry  out  so  that  the  books  may  be 
properly  entered  up  with  double  entry,  so  that  he  may  be 
able  to  make  Balance  Sheets.  Now  the  next  thing  that 
happens  is  this :  There  was  a  number  of  accounts  owing. 
it  being  found  that  Mr.  Dickinson  was  drawing  all  the 
money  from  Mrs.  Smith's  balance.  There  was  sent  an 
account  of  the  drawings — ^the  monthly  drawings—^nd  this 
is  the  form  of  that :  "  Dear  Sir, — I  beg  to  report  that  1 
"  have  examined  your  Cash  Book  for  the  months  of  June 
and  July,  and  that  I  find  the  drawings  are  as  follows:  — 
"Mr.  Dickinson  so  much,  Mrs.  Smith  so  much.  I  ha^e 
"also  to  report  thaft  the  following  cheques  appear  in  the 
"Bank  Book,  but  are  not  entered  in  the  Cash  Book,  and 
"that  a  corresponding  number  of  counterfoils  in  the 
"Cheque  Book  are  blank."  Then  follows  a  list  of  these 
items,  and  "  Please  let  me  know  to  what  account  these  aie 
to  be  debited,  and  oblige."  Now  that  was  the  usual  form, 
and  that  went  on  until  September — about  the  middle  of 
September  1902 — ^when  Mr.  Dickinson  left  the  office,  and 
then  the  question  arose,  What  was  to  be  done?  Mrs. 
Smith  took  the  advice  of  a  solicitor.  She  took  advice, 
and  the  advice  was  to  get  rid  of  Mr.  Dickinson,  and 
accordingly  that  was  done.  Then,  unfortunately,  there 
were  creditors  who  were  pressing.  What  was  to  be  done? 
The  creditors  had  to  be  asked  for  time.  The  principal 
creditors  were  asked  for  time,  and  the  proposal  was  that 
they  should  take  bills  for  four,  eight,  and  twelve  months, 
so  as  to  give  Mrs.  Smith  time  to  turn  round.  Now  we 
follow  the  accounts.  The  accounts  say  what  work  was 
done  with  reference  to  that.  The  next  one  we  have  got  is 
1901  to  1902.  That  is  No.  3,  I  think,  "For  services 
"examining  and  balancing  your  Cash  Book  for  the  year 
•'ended  31st  March  1901,  checking  Ledger  balances,  and 
"preparing  Balance  Sheet  at  that  date.  Attending 
"numerous  interviews  vrith  Mr.  Dickinson,  Mrs.  Smith, 
"  and  Mr.  Wilson  " — Mr.  Wilson  was  Mrs.  Smith's  solici- 
tor— "  discussing  affairs,  and  reporting  monthly  as  to  cash 
drawings,  fifteen  guineas."  The  next  one  is  headed  1902. 
"For  services  examining  and  balancing  your  Cash  Book 
"for  the  nine  months  ended  31st  Decemher  1902,  extract- 
"  ing  Ledger  balances,  and  preparing  Balance  Sheet  at  that 
"date.  Attending  numerous  interviews  with  Mr.  Dickin- 
"  son,  Mrs.  Smith,  Mr.  Wilson,  and^r.  Duncan ;  discuss- 
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"ing  affairs  and  reporting  as  to  cash  drawings,  fifteen 
"guineas."  Now  it  is  quite  clear  that  up  to  that  time  their 
work  did  not  consist  of  auditing  ;  it  consisted  of  examining 
and  balancing  the  Cash  Book,  and  ascertaining  the  cash 
drawings  of  the  different  partners,  and  preparing  Balance 
Sheets,  and  I  think  in  some  cases  the  Profit  and  Loss — 
no,  I  think  there  was  no  Profit  and  Loss — preparing 
Balance  Sheets,  so  that  up  to  that  time  it  is  common 
ground,  and  it  really  cannot  be  disputed,  and  up  to  that 
time  nothing  had  been  done  in  the  way  of  auditing.  Now 
let  me  read  again.  That  being  so  I  ought  perhaps  to  follow 
these  up  a  little  more.  You  know  there  was  to  be  a 
meeting  of  creditors,  and  there  was  a  meeting  of 
creditors  on  the  22nd  December.  Now  what  took 
place  at  that  time  appears  from  the  letter  of  the  24th  of 
December,  which  was  Mr.  Fosbrooke's  letter :   "  In  reply 

to  your  letter  of  the  23rd  I  am  pleased  to  hear  " Oh, 

this  is  a  sort  of  circular  letter  sent,  or  at  all  events  sent  to 
one  of  the  creditors,  it  may  be  to  more.  **  In  reply  to  your 
"letter  of  the  23rd,  I  am  pleased  to  hear  that  you  will 
"agree  to  the  agreement,"  and  so  on.  "Mrs.  Smith  wishes 
"me  to  thank  you  on  her  behalf.  Mrs.  Smith  regrets  that 
"she  cannot  send  you  cash  for  the  dishonoured  bill 
"(/'133  4s.  od.),  as  she  must  treat  all  creditors  alike.  I 
"may  also  inform  you  that  Mess.rs.  Fenner  Appleton  & 
"  Co.*s  account  is  not  only  for  a  larger  amount  than  yours, 
"  but  it  dates  back  three  months  earlier.  Mrs.  Smith  pro- 
"  1X)S€S  to  take  stock  during  the  holidays,  and  I  will  then 
"  prepare  a  Balance  Sheet  made  up  to  date,  and  submit  it 
**to  you  and  the  other  creditors  at  another  meeting  in 
"  London  early  in  the  new  3rear,  when  final  arrangements 
**  caa  be  made.  In  the  meantime  Mrs.  Smith  will  pay  you 
"cash  for  any  goods  she  may  require."  So  that  it  is  quite 
clear  that  at  the  meeting  of  the  7th  there  was  no  final 
arrangement.  The  creditors  wanted,  before  they  had  a 
final  arrangement,  to  see  a  Balance  Sheet  which  Mr. 
Sheard  was  to  prepare.  He  did  prepare  that  Balance 
Sheet,  and  the  meeting  was  held  on  the  21  st  of  January, 
and  attended  by  Mr.  Sheard,  not  by  Mr.  Fosbrooke, 
because  Mr.  Fosbrooke  was  ill.  Now  then  we  will  see 
what  happened  then,  because  there  are  letters  which  are 
relied  upon  by  both  parties.  Now  on  the  23rd  January  Mr. 
Sheard  sent  round  to  these  four  principal  creditors  a 
circular  letter.  Now  this  is  what  is  relied  upon  by  Mr. 
Shee.  "Since  I  had  the  pleasure  of  meeting  you  in 
"London  on  the  21st  instant  I  have  seen  Mrs.  Smith,  and 
"she  agrees  to  your  suggestion  that  she  should  give  you 
"bills  at  four,  eight,  and  twelve  months  from  the  ist 
"  January  instant  for  three  equal  instalments  of  your  debt. 
"  She  is  also  prepared  to  give  an  undertaking  not  to  draw 
"more  than  £^2.  los.  od.  per  week  for  herself  until  all  these 
"  bills  are  met.  She  further  agrees  that  I  shall  at  the  sod 
"of  June  next  audit  her  books  and  report  the  result  of  my 


•*  investigations  direct  to  you.  Will  you  draw  upon  her  as 
"  above,  or  do  you  wish  mo  to  draw  out  the  bills  ?  Your 
"kind  reply  will  oblige."  Now  Mr.  Sheard  undoubtedly 
uses  the  word  there,  "Audit  her  books."  Now  what  did 
that  mean  ?  There  is  an  answer  to  that  letter.  The  credi- 
tors, or  one  person  on  behalf  of  the  creditors,  Messrs. 
Fenner  Appleton  &  Co. — that  is  the  gentleman  you  saw— 
he  answers  that,  and  you  will  see  how  he  construes  it. 
"In  reply  to  your  favour  we  enclose  bills  at  four,  eight, 
"and  twelve  months  for  the  amount  due  to  us  up  to 
"December  31st  last,  which  please  get  accepted  and  return 
"  to  us.  We  agree  to  take  a  settlement  of  our  account  by 
"  means  of  these  bills,  solely  upon  the  following  conditions, 
"  and  on  the  understanding  that  if  they  are  not  all  fulfilled, 
"  or  if  there  is  a  failure  on  the  part  of  Messrs.  Dickinson  & 
"  Co.  to  meet  any  of  these  bills  at  maturity,  then  the  whole 
"of  the  unpaid  portion  of  the  debt  becomes  immediately 
"  due.  The  conditions  are  that  Messrs.  A.  Cowan  &  Sons, 
"Lim.,  Dickinson  &  Co.,  Lim.,  and  Spicer  Bros.,  Lim., 
"  agree  to  accept  payment  of  their  accounts  on  the  same 
"basis,  and  that  Mrs.  Smith  does  not  draw  for  her  own 
"use  more  than  ^^2  xos.  od.  per  week  until  the  bills  are 
"  paid,  and  that  you  furnish  us  with  a  Balance  Sheet  every 
"six  months  until  the  bills  are  paid."  Now  you  see  he 
does  not  U9e  the  word  "  audit,"  but  says  *  furnish  us  with  a 
Balance  Sheet."  That  is  his  interpretation  of  the  condition 
which  was  made.  He  said  in  his  evidence  that  what  was 
said  was  that  Mr.  Sheard  should  have  full  control  over  all 
the  books.  Well,  I  do  not  see  how  that  can  mean  an  audit 
—-"complete  control  over  all  the  books."  It  means  they 
should  have  the  direction  of  how  the  books  should  be  kept. 
At  all  events,  there  is  no  word  of  an  audit  in  that.  Now 
that  is  how  the  matter  stood,  and,  as  I  say,  it  is  common 
ground  that  up  to  that  date  there  had  never  been  an  audit 
by  Mr.  Sheard  in  the  strict  sense  of  the  word,  and  all  they 
had  done  was  to  go  into  the  cash  balance  for  the  purpose 
of  the  drawings  and  to  make  out  Balance  Sheets.  Now, 
that  being  so,  you  have  to  ask  yourselves.  What  does  this 
mean  ?  and  I  am  taking  the  plaintiff's  version  as  true.  You 
know  the  defendant  and  Mr.  Fosbrooke  deny  it,  but  I  am 
taking  the  plaintiff's  version :  "He  asked  me  what  I  was 
"  going  to  do  about  the  audit.  I  told  him  I  was  going  to 
"  make  no  change  in  anything.  I  said,  *  They  know  I  have 
"  *  no  knowledge  of  books ;  I  expect  them  to  do  all  my 
" '  books.'  I  cannot  be  sure  of  the  words  I  used.  I  said 
"I  hoped  they  would  take  special  care,  knowing  that  I 
"  knew  nothing  about  the  books,  and  I  was  going  to  make 
"  no  change  at  all."  Now  you  know  Mr.  Shee  has  put  it  to 
you.  He  says  that  is  all  very  well,  but  this  was  a  poor 
woman,  and  it  was  the  duty  of  the  auditors  to  make  it 
plain  to  the  poor  woman,  but  that  is  not  so.  If  the  auditors 
directly  deceived  her  that  would  be  one  thing.     It  is  not 

their   duty.     She  was  telling   them— iniSCr^ictini? 
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what  they  should  do.  It  is  her  duty  to  make  it  plaia  to 
them  what  they  were  to  do,  not  his  duty,  and  I  must  tell 
you  that  Mr.  Shee's  suggestion  that  it  was  the  duty  of  the 
auditors  to  make  it  perfectly  plain  what  they  were  going 
to  do,  and  what  they  were  not  going  to  do,  was  not  good 
law ;  and  it  is  not  good  sense,  gentlemen.  Mx.  Shee  talks 
about  a  poor  woman,  but  you  must  recollect  that  this  is  a 
lady  who  has  been  carrying  on  this  business  and  managing 
part  of  it,  and  if  women  go  into  business  they  must  be 
treated  as  business  people;  many  of  them  are  more 
capable  than  men  to  understand  business  matters,  but 
they  cannot  come  before  you  being  business  people  in 
this  way  and  say,  "  Oh,  I  knew  nothing ;  it  was  the  duty 
of  the  auditors  to  make  it  plain  to  me."  She  was  giving 
them  instructions  what  to  do ;  it  is  for  her  to  show  what 
she  instructed  them  to  do  and  what  they  agreed  to  do. 
Now  you  must  take  that  from  me,  and  you  must  take  it 
from  me  that  Mr.  Shee's  observations  on  that  point  are  not 
good  law.  She  has  got  to  make  out  what  the  contract  was. 
Of  course,  if  they  intentionally  mislead  her  that  would  be 
another  matter  altogether,  but  now  look  what  is  was. 
They  were  auditors.  They  wanted  to  be  employed. 
Naturally  their  wish  would  be  to  be  employed  to  do  as 
much  work  as  possible,  but  they  have  no  ri^ht  to  do  more 
work  than  their  contract  instructed  them  to  do,  and  if  they 
come  here  and  ask  to  be  paid  for  a  complete  audit  Mrs. 
Smith  would  say,  **!  never  asked  you  to  make  a  complete 
audit.  I  asked  you  to  take  special  care  of  the  books." 
That  is  quite  true.  They  were  to  give  very  careful  instruc- 
tions how  the  books  were  to  be  kept,  and  Mr.  Shand  was 
sent  in  for  that  very  purpK)se.  Now  you  have  to  take  the 
contract  as  alleged  by  Mr.  Fosbrooke,  because  he  was  the 
person  who  attended  the  interview,  and  it  is  he  whose 
evidence  rather  than  Mr.  Sheard's  that  you  have  to  con- 
sider. Mr.  Foshroooke  said,  "We  had  done  no  auditing 
"up  to  that  point  at  all.  I  had  not  attended  myself  the 
"January  meeting,  but  I  went  there  with  these  accounts, 
"  and  then  the  question  arose  what  was  to  be  done.  There 
"were  no  instructions  to  me  to  do  anything  more  than  this 
"  Balance  Sheet  which  I  had  been  credited  to  do,  and  the 
"creditors  required  me  to  do,  but  it  was  discussed  what 
"should  be  done  and  what  postings  1  should  check  and 
"  what  I  should  not.  To  begin  with,  I  said  *  There  are  a 
"  *  number  of  old  accounts  due.  They  ought  to  be  collected 
"  *  by  Mr.  Shand.  It  will  take  a  great  deal  of  his  time ; 
"*you  had  better  get  him  an  assistant  bookkeeper,*  and 
"accordingly  Mr.  Fosbrooke  arranged  what  Mr.  Shand 
"  should  do  in  the  way  of  checking  and  posting,  and  what 
"this  lady — ^she  was  not  called  in  until  some  time  after- 
"  wards — ^what  she  should  do,  and  not  a  word  was  said 
"about  auditing  at  all."  Now,  as  I  say,  you  have  got  to 
ask  yourselves  first  of  all,  does  the  plaintiff  make  any  case 
upon  her  statement?    If  she  does,  is  she  telling  the  truth, 


or  is  Mr.  Fosbrooke  telling  the  truth?  You  know  what 
happened  afterwards.  We  know  that  from  that  time  right  up 
to  August  1904  they  did  not  attempt  to  make  a  complete 
audit.  How  is  that  to  be  accounted  for?  If  they  were 
instructed — Mr.  Shand  was  there— Mr.  Shand  was  present 
at  this  conversation  apparently,  or  the  early  part  of  it- 
how  was  it  that  no  remonstrance  was  ever  made  to  them 
for  not  having  done  the  audit  ?  Of  course,  it  may  be  said 
that  Mr.  Shand  was  goin§  to  swindle  Mrs.  Smith,  and 
therefore  it  was  not  to  his  interest  to  do  so,  but  certain  it 
is  they  have  never  attempted  to  do  the  work  of  auditing. 
Mr.  Whittafcer  pointed  out  a  number  of  things  that  they 
did  not  do.  They  never  asked  for  the  counterfoil  Receipt 
Book,  or  for  the  rough  Cash  Book,  to  compare  it  with  the 
Cash  Book,  or  that  a  single  item  should  be  vouched  from 
beginning  to  end,  which  is  important.  Of  course,  3'ou 
have  to  consider  the  question  of  the  honesty  or  dishonesty 
of  Mr.  Shand.  Now,  again,  you  have  to  look,  according  to 
Mr.  Fosbrooke,  who  said  Mrs.  Smith  pointed  out  again 
and  again  to  him  that  she  wanted  the  expense  brought 
down  as  much  as  possible.  Could  not  Mr.  Shand  do  this, 
and  could  not  Mr.  Shand  do  that,  and  it  was  arranged  that 
Mr.  Shand  should  do  this  and  that — certain  things  to  save 
time  and  money.  Does  that  seem  reasonable,  to  say  that 
Mrs.  Smith  was  a  reasonable  woman?  They  never  dreamt 
of  Mr.  Shand  being  dishonest.  He  had  been  in  their  ser- 
vice some  time,  and  it  was  never  dreamt  of.  All  that  she 
wanted  was  such  a  Balance  Sheet  as  would  satisfy  the 
creditors,  and  they  were  not  going  to  be  satisfied  with 
Shand's  Balance  Sheet,  and  they  got  an  accountant's 
Balance  Sheet.  That  was  the  object  of  the  employment. 
That  went  on  apparently  without  much  important  happen- 
ing until  July  1904.  Now  apparently  they  had  no  instruc- 
tions to  go  beyond  the  second  Balance  Sheet.  The  credi- 
tors were  paid  off  by  the  end  of  March  1904.  The 
creditors  were  paid  off,  and  therefore  theie  was  no  neces- 
sity, as  far  as  the  creditors  go,  to  have  the  expense  of  any 
further  Balance  Sheet,  and  now  come  some  very  important 
matters  about  this  month.  Now  the  first  thing  is  letters 
that  have  passed  of  July  1904.  Now  it  is  exceedingly 
difficult  to  understand  what  these  letters  were.  One  must 
remember  that  at  this  time  Mr.  Shand — ^the  writer  of  these 
letters — ^had  commenced  his  defalcations,  and  they  bad 
been  going  on  for  some  months — they  had  begun,  I  think, 
about  a  year  before  this,  and  apparently  it  is  common 
ground.  Mr.  Fosbrooke  had  told  Mrs.  Smith  that  he  had 
noticed  that  Shand  smelt  of  drink,  and  therefore  there 
might  have  been  a  little  friction,  and  apparently  there  was 
some  accountant  whom  Mr.  Shand  rather  wanted  to  be 
brought  in.  Now  this  is  written  by  Mr.  Shand :  "We  must 
"  ask  you  to  push  on  with  our  Balance  Sheet  to  March  3xst 
"  1904.  The  original  arrangement  with  you  was  that  the 
"  Cash  and  Bank  Books  were  to  bp-halanoed  apd  audited 
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"monthly.  We  should  b©  pleased  if  you  will  see  that  this 
"arrangement  is  carried  out  in  the  future."  Now  that  is 
not  an  audit  at  all.  It  was  the  Cash  Book  and  the  Bank 
Books  that  were  to  be  compared.  "  The  original  arrange- 
"  ment  with  you  was  that  the  Cash  and  Bank  Books  were  to 
"be balanced  and  audited  monthly.  We  should  be  pleased 
"if  you  will  see  that  this  arrangement  is  carried  out  in  the 
"future."  Now  that  arrangement  had  been  made  in 
Dickinson's  time,  and  was  utterly  absurd  now — utterly 
absurd.  Now  this  is  Mr.  Sheard's  answer :  "  In  reply  to 
"your  letter  of  the  15th  inst.,  I  am  proceeding  with  the 
*' Balance  Sheet  to  March  31st,  and  hope  to  hand  you  the 
"  result  shortly.  I  should  have  completed  my  work  before 
"  now  if  there  had  not  been  so  many  errors,  discrepancies, 
"and  omissions  in  the  books,  and  in  any  case  I  am 
"informed  that  the  stock  will  not  be  ready  until  next 
"Wednesday,  so  that  it  would  have  been  impossible  to 
"  complete  the  Balance  Sheet  earlier.  I  note  that  you  wish 
"the  Cash  and  Bank  Books  to  be  audited  and  balanced 
"  monthly,  which  shall  have  attention,  but  this  is  the  first 
"intimation  I  have  had  that  you  wished  the  arrangement 
"which  was  made  in  Mr.  Dickinson's  time  to  be  carried 
"  out  after  his  retirement.  Of  course,  to  do  this  it  will  be 
"necessary  for  the  Cash  Book  to  be  written  up  and 
"balanced  monthly,  which  has  not  been  done  in  the  past." 
Now  there  was  no  answer  to  that.  The  defendants  rely 
upon  that  as  showing  that  this  was  an  intimation  that  there 
was  no  complete  audit  going  on.  Well,  it  is  very  difficult 
to  see  whether  what  they  were  complaining  of  was  that 
they  had  not  been  done  monthly,  or  that  they  had  not  been 
done  at  all.  It  is  very  difficult  to  understand  those  words. 
The  next  is  August  i6th  :  "Dear  Sirs, — I  beg  to  advise  you 
"  that  I  have  got  out  a  Trial  Balance  to  31st  March  of  your 
"books,  and  that  they  do  not  balance  by  the  sum  of 
"£^9  »Ss.  6d."  That  is  a  Trial  Balance  Sheet.  I  daresay, 
gentlemen,  you  know  it  is  the  first  attempt  at  a  Balance 
Sheet  that  is  given.  "As  the  books  have  not  been  kept  in 
"the  manner  I  instructed,  and  as  I  have  had  to  make  a 
"  number  of  entries  to  balance  accounts  ruled  off  in  error 
"  as  settled,  it  appears  to  me  that  it  will  take  a  considerable 
"time  to  find  the  errors  and  balance  the  books.  I  have 
"already  discovered  nearly  100  single  entries  and  mistakes 
"amounting  to  ^^70.  I  shall  be  glad  of  instructions  as  to 
"whether  you  wish  me  to  balance  the  books  or  to  write 
"the  amounts  off."  Now  what  Mr.  Fosbrooke  says  to  that 
is,  "  If  I  had  been  an  auditor  that  would  have  been  a  per- 
"  fectly  ridiculous  letter  for  me  to  write,  because  if  I  was 
"  an  auditor  I  would  have  to  go  through  every  figure.  If, 
"on  the  other  hand,  my  object  was  to  make  a  Balance 
"Sheet,  why  first  it  was  for  my  employer  to  say  whether 
"I  ought  to  clear  up  this  discrepancy  of  ;^ig  15s.  6d." 
Now  what  do  they  say?  Of  course,  it  might  be  said  they 
ought  to  have  said :  Why,  you  have  got  to  audit,  and  if 


you  have  got  to  audit  there  cannot  be  any  letters  of  credit. 

You  must  audit  and  find  the  actual  figures.    Then  the  next 

letter  is  :  "We  are  in  receipt  of  your  letter  of  the  i6th  inst., 

"and  note  that  you  are  unable  to  balance  our  books  by  the 

"sum  of  ;f  19  15s.  6d.,  and  to  save  further  expense  you  had 

"better  write  the  amount  off."     Now  that  is  relied  upon 

very  strongly  by  the  defendants  as  showing  Mrs.  Smith's 

object  was  at  that  time  to  save  expense  as  much  as  possible. 

She  wanted  to  have  a  Balance  Sheet  which  would  show 

her  position,  but  it  did  not  matter  to  her  whether  it  was 

;^5o  one  way  or  the  other.    Well  then,  the  letter  goes  on 

and  disputes  the  suggestion  of  Mr.  Sheard  that  they  had 

been  making  errors  and  mistakes  in  their  books.    They  say 

they  have  not.    They  say  they  have  been  doing  nothing  of 

the  sort.    "  W^  believe  there  is  a  balance  due  to  you,  and 

"will  feel  obliged  if  you  will  send  in  a  statement  of  par- 

"ticulars  to  enable  us   to   arrive  at   a   settlement,   after 

"which  we  can  go  into  the  matter  of  fresh  terms."    That 

means  the  fresh  terms  will  settle  up  for  the  old.    We  will 

then  consider  whether  we  shall  employ  you  or  not  to  go 

into  the  accounts  of  the  31st  March  1905.    Now  on  the  19th, 

and  before  the  Balance  Sheet  comes,  there  is  an  interview, 

and  at  that  interview  there  is  a  conversation,  as  to  which 

the  parties  do  not  differ  very  much.    It  is  quite  clear  it  did 

take  place.     On  the  19th,  before  the  accounts  had  been 

sent   out,   in  which    Mrs.    Smith    asked,   "What   is   the 

amount ;  what  are  you  going  to  charge  me?  "  and  he  said, 

"Well,  if  I  charge  according  to  the  hours  employed  it 

"will  come  to  something  like  60  guineas."     "Oh,"  said 

she,  "  that  is  a  great  deal  too  much,"  and  he  said  "  Perhaps 

it  is  too  much.   I  shall  charge  you  40  guineas."  "Oh,"  she 

said,   '*  that  is  too  much."  and  he  said  "  Oh,  well.  I  cannot 

reduce  it  to  less  without  seeing  Mr.  Sheard."    They  both 

agree  that  that  took  place  about  that  time,  and  it  is  fairly 

common  ground  that  that  took  place.    And,  further,  this 

took  place:   Mrs.  Smith  says  herself,  "I  have  asked  him 

the  terms  for  a  perfect  audit."     Now  the  letter  goes  on : 

"As  stated  in  our  interview  yesterday,  I  shall  be  pleased 

"to  undertake  the  complete  audit  of  your  books,  and  to 

"  furnish  you  with  a  Profit  and  Loss  Account  and  Balance 

"  Sheet  annually  for  the  future  at  the  following  fees,  pro- 

"vided  the  bookkeeping  is  carried  out  under  my  super- 

"vision  and  according  to  my  instructions:   If  one  set  of 

"  books  is  kept,  30  guineas  per  annum ;  if  two  sets  of  books 

"  are  kept,  40  guineas  per  annum.    These  amoimts  would 

"  also  cover  the  cost  of  checking  the  Cash  Book  and  Bank 

"Book  monthly,  if  you  wish  it  done."    Now,  gentlemen, 

there  was  no  answer  to  that,  or  the  only  answer  was 

Yes,  there  was  an  answer :    "  We  are  in  receipt  of  our 

"Balance  Sheet  to  March  31st  1904,  together  with  your 

"letter,  which  will  have  our  attention  in  the  course  of  a 

"  few  days.    Your  bill  of  costs  for  periods  ended  30th  June 

"  1903  and  31st  March  1904  we  considfljT^xpessiyftrllfcd  o- 
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"Mr.  Shand  will  see  you  on  this  matter,  after  which  we  can 
"go  into  the  matter  of  future  charges."  Now,  gentlemen, 
it  is  a  remarkaL.e  fact  that  the  defendants  never  were 
employed  after  that  to  go  into  the  matter.  Now  that  seems 
of  importance.  You  know  if  Mrs.  Smith  was  so  anxious 
to  see  whether  her  servants  were  being  honest  or  dishonest 
there  was  exactly  the  same  necessity  for  a  full  and  complete 
audit  then  as  at  any  time.  Instead  of  that  she  never  makes 
any  reply  to  that  letter,  and  never  employs  the  defendants 
again  until  after  Shand's  defalcations  are  discovered,  so 
that  Mrs.  Smith — ^who  was  so  eager,  as  suggested,  to  have 
everything  and  a  complete  audit  made — ^had  no  audit,  no 
Balan>ce  Sheet,  or  anything  during  that  time  until  Shand's 
defalcations  were  discovered.  Of  course,  she  had  had  a 
Balance  Sheet  up  to  a  certain  time  because  of  the  creditors. 
As  soon  as  that  was  removed  she  does  not  seem  to  have 
wanted  anything  at  all.  You  must  ask  yourselves  how  does 
that  bear  upon  the  case.  Does  that  look  as  if  she  wanted 
to  spend  as  much  money,  or  to  spend  a  considerable 
amount  of  money,  in  Balance  Sheets  and  auditing  and 
complete  auditing  or  not  ?  Now  the  next  thing  that  happens 
after  these  orders  is  a  suggested  interview,  at  which  Mr. 
Sheard  is  present  and  not  Mr.  P'osbrooke,  when  Mr.  Sheard 
presented  his  accounts  and  required  payment.  The 
accounts,  by-the-by,  were  sent  on  the  20th  August,  and 
were  acknowledged  on  the  22nd,  when  Mr.  Sheard  was 
present.  Now  it  does  not  seem  to  me  that  that  is  an  inter- 
view of  much  importance.  It  took  place  afterwards.  It 
took  place  after  all  the  work  had  been  done,  and  now  they 
have  no  effect  one  way  or  the  other  upon  it.  Mrs.  Smith's 
version,  corroborated  by  the  bookkeeper,  is  this,  that  she 
said,  **Mr.  Shand  tells  me  you  have  not  done  your  work 
properly,"  and  that  Mr.  Sheard  said,  "That  is  a  very 
"serious  thing.  If  it  is  true,  it  is  a  serious  thing  for  my 
"clerks.  If  it  is  false,  it  is  a  serious  thing  for  you.  Be 
"good  enough  to  put  your  complaint  in  writing."  "Yes,  I 
will,"  says  Mrs.  Smith.  Those  are  Mrs.  Smith's  own 
words,  "And  I  told  Shand  to  do  it."  But  it  is  quite  clear 
that  Shand  never  did  do  it.  It  was  upon  that  that  Mr. 
Shee  put  in  letters  of  August  16th  and  August  17th,  as  if 
that  would  affect  it,  but  that  will  not  do.  The  accounts 
had  not  been  delivered  at  that  time,  and  it  is  quite  clear 
that  that  interview  must  have  taken  place  a  great  deal  later 
than  August,  when  they  were  pressing  for  payment.  Now 
these  accounts  were  sent  in.  Now  we  must  come  to  these 
accounts,  because  it  is  on  these  accounts  that  the  plaintiff 
lays  the  greatest  reliance,  and  there  is  no  doubt  that  that 
account  uses  the  word  "audit."  There  is  no  doubt  about 
it.  Now  it  is  said  that  the  word  was  used  in  a  loose  sense, 
and  they  must  have  known  perfectly  well.  They  said : 
"We  have  never  been  pretending  to  audit  in  the  full  sense 
"of  the  word  "  ;  but  there  it  is,  and  it  is  a  fact  in  favour  of 
the  plaintiff  as  against  the  defendants.  It  is  a  great  point 
made  by  Mr.  Shee,  and  you  must  form  your  own  opinion 
upon  it.  Is  it  an  admission  that  they  had  agreed  to  make 
a  complete  audit  of  the  books,  and  had  not  done  so,  or  is 
it  a  loose  expression  just  saying  what  they  have  done? 
"For  services  oi^ening  books  at  ist  January  1903  ;  auditing 
"same  for  six  months  ended  30th  June  1903;   preparing 


"  Profit  and  Loss  Account  and  Balance  Sheet  at  that  date, 
•*and  writing  up  Private  Ledger,  £^i"    That  is  for  the 
first  six  months.    The  next  is,  "Auditing  the  books  for  the 
•'nine  months  ended  31st  March  1904  ;  preparing  Profit  and 
•'Loss  Account  at  that  date  and  Balance  Sheet  at  that 
"date,  and  writing  up  Private  Ledger,  ;£2i."     Now,  what 
Mr.   Horridge  says  as  to  that  is  that  they  used  a  loose 
expression,  and  that  is  the  whole  origin  of  this  action. 
She  consulted  accountants  and  other  people,  and  they  said, 
•'You  have  got  a  case,  because  in  their  own  bill  they  put 
•*  down  *  audit.'  "     Now  you  have  to  decide.     You  have 
heard  Mr.  Horridge  upon  it.  and  you  have  heard  Mr.  Shee. 
That  is  the  matter.    It  is  not  the  contract ;  it  docs  not  pre- 
tend to  be  the  contract.    You  have  to  see  what  the  contract 
was  that  was  made  in  January  1903,  and  by  looking  pro- 
perly at  all  the  correspondence,   and   certainly  at   these 
accounts,  you  see  what  they  agreed  to  do.     Well,   they 
squabbled  for  some  time  about  these  accounts,  and  so  o.*:. 
There  are  several  letters  about  mistakes  on  one  side  and 
the  other,  and  so  on.    Apparently  Mrs.  Smith  was  dissatis- 
fied, and  it  was  quite  plain  she  was  dissatisfied  with  these 
bills,  and  th<at  they  were  too  much ;  and  observe  that  at 
this  time  Mrs.  Smith,  according  to  her  story,  knew  that  the 
defendants  had  not  done  their  duty.    Now  what  does  she 
do.    She  gives  bills  in  January  1905 — gives  two  bills,  one 
payable    in    May    and    the    other    payable,    I    think,    in 
September,  and  when  the  May  bill  becomes  due  she  asks 
that  it  may  be  renewed.     It  is  renewed,  and  she  pays  it, 
and  it  is  only  when  proceedings  are  threatened  upon  the 
second,  which  became  due  in  September,  that  then  she 
formulated,  so  to  speak,  the  counterclaim  which  she  has 
brought.     Now  the  discrepancies  were  found  out.     The 
defalcations  were  found  out  in  April  1905.     Now  Mrs. 
Smith,  according  to  herself,  then  knew  how  badly  shs  had 
been  treated  apparently  by  the  defendants,  and  what  docs 
she  do?    Who  does  she  employ — who  does  she  employ  to 
make  out  the  accounts  to  show  these  defalcations?    She 
employs  the  defendants  again  for  that  purpose,  and  you 
have  to  ask  yourselves  what  light  that  throws  upon  it. 
According  to  her  she  knew  that  her  audit  had  not  been  pro- 
perly done,  and   that    she  had    suffered    by    it,  and  she 
employed  the  very  people  again,  and  she  never  formulated 
a  claim  against  them  by  any  writing  so  far  as  we  have  got. 
If  she  is  right  and  she  has  got  a  good  cause  of  action 
against  them,  she  ne\'er  does  that  until  they  press  her  for 
the  _£2i  in  October,  several  months  afterwards.  She  said, 
"  Oh,  the  reason  is  I  did  not  want  to  go  to  law ;  I  had  not 
''money  to  spend  in  law,"  and  she  seemed  to  be  advised  by 
her  solicitors  and  accountants,  and  did  not  take  any  steps. 
But  when  this  claim  is  made  she  does,  and  that  is  how  the 
matter  rests.     There  are  a  number  of  matters  you  have 
heard  them  discuss  by  counsel  on  either  side  again  and 
again.    I  will  only  remind  you  what  you  have  to  say.    You 
have  to  say  whether  or  not  it  is  jwoved  to  your  satisfac- 
tion that  the  plaintiff  instructed  the  defendants  and  the 
defendants  agreed  to  make  a  complete  audit.    Well,  I  think 
there  is  only  one  other  matter  that  I  omitted,  and  that  is 
an  important  one.     These  Balance  Sheets  and  Profit  and 
Loss  Accounts  that  were  sent  in  do  not  contain  any  signa- 
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tuie,  or  any  certificate  by  the  accountants  such  as  usually 
appears — "Audited  and  found  correct."  Now  you  heard 
evidence  about  that.  Mr.  Whittaker  went  so  far  as  to  say 
that  because  there  was  no  such  certificate  it  must  be  pre- 
sumed there  was  not  a  complete  audit.  That,  I  think,  is 
going  a  little  far.  The  other  witnesses  said— the  plaintiff's 
witnesses  as  well  as  the  defendant's— that  when  we  have 
audited  that  is  a  certificate  that  we  put  on,  and  the  infer- 
ence, if  an  inference  is  to  be  drawn — as  they  were  not  put 
on — is  that  there  was  not  a  complete  audit.  Gentlemen, 
you  must  judge  for  yourselves.  It  is  an  observation  in 
favour  of  the  defendants  that  they  never  put  it  on,  and  they 
would  have  put  it  on  had  they  been  employed  to  audit. 
Therefore  it  all  comes  back  to  this  question.  You  have  got 
to  consider — ^you  have  to  look  at  the  plaintiff's  account  and 
what  her  instructions  were— whether  the  instructions  were 
for  a  complete  audit  or  not ;  and  if  they  were,  do  you 
accept  her  account  or  Fosbrooke's  account?  According  to 
his  account  it  is  quite  clear  that  the  instructions  were  for 
something  different.  Now  you  tell  me  upon  this  point 
whether  you  find  for  the  plaintiff  or  for  the  defendant. 
If  you  are  satisfied  that  the  agreement  was  for  a  complete 
audit,  you  will  find  for  the  plaintiff ;  but  if  you  find  that 
has  not  been  proved,  then  you  will  find  for  the  defendant. 
We  may  have  to  consider  hereafter,  either  you  or  me,  the 
question  of  damages,  but  we  will  not  consider  that  at 
present.  I  will  ask  you  to  give  your  finding  first  upon  the 
question  I  have  put  to  you. 

Mr.  Shee :  My  Lord,  may  they  have  the  reference  to  the 
Ledger  with  regard  to  these  accounts  ? 

Mr.  Justice  Bray  :  What  reference? 

Mr.  Shee:  Hodgson  and  Hill. 

Mr.  Justice  Bray  :  Mr.  Shee,  I  asked  you  before,  and  you 
said  "No." 

Mr.  Shee  :  All  right,  my  Lord.    I  agree. 

The  jury  retired  to  consider  their  verdict. 

The  jury  having  returned, 

The  Associate :  Now,  gentlemen,  have  you  agreed  ? 

The  Foreman  :  We  have. 

The  Associate :  How  do  you  find — ^for  the  plaintiff  or  the 
defendant  ? 

The  Foreman  :  We  find  that  at  the  creditors'  meeting  in 
London  there  was  a  distinct  understanding  that  there  was 
to  be  a  complete  audit. 

Mr.  Justice  Bray :  You  know,  you  have  used  the  words, 
gentlemen,  that  there  was  a  distinct  understanding.  You 
know,  that  looks  to  me  a  distinct  understanding  is  not  an 
agreement.  Do  you  find  that  there  was  an  agreement  for 
a  complete  audit  ? 

The  Foreman :  That  is  so. 

Mr.  Justice  Bray :  You  find  that  there  was  an  agreement 
for  a  complete  audit? 

The  Foreman :  Yes ;  that  is  so,  my  Lord. 

Mr.  Justice  Bray  (to  counsel) :  What  do  you  say  about 
damages  ? 

Mr.  Lin  don  Riley :  What  I  should  have  liked  was  an 
answer  to  the  question  as  to  whether  there  was  a  contract 
between  the  plaintiff  and  the  defendant  for  a  complete 
audit. 


Mr.  Justice  Bray  (to  the  jury) ;  That  is  what  you  find? 

The  Foreman :  Yes,  my  Lord. 

Mr.  Justice  Bray  :  Just  let  me  have  the  words — ^what  you 
have  got  down,  you  know,  because,  you  see,  I  want  to  be 
sure.  (Examined  paper  which  was  handed  to  him..)  Oh, 
that  will  not  do. 

The  Foreman :  Well,  we  will  retire  again,  my  Lord. 

Mr.  Justice  Bray :  No ;  that  will  not  do,  gentlemen. 
What  I  must  ask  you — ^you  must  be  really  careful  about 
this,  that  contract  at  the  creditors'  meeting  in  London — 
well,  I  must  tell  you  that  is  not  the  contract ;  the  contract 
relied  upon  is  the  contract  made  between  the  plaintiff  and 
Mr.  Fosbrooke.  I  read  you  the  evidence  about  it.  A  con- 
tract at  the  creditors'  meeting  would  be  a  contract  between 
somebody  else;  that  is  what  you  have  got  to  find,  you 
know.  I  read  you  the  words,  you  know,  and  you  must  go 
back  please,  and  find,  one  way  or  the  other,  whether  that 
contract  is  made.  That  is  all  I  am  leaving  to  you.  I  am 
not  leaving  to  you  any  question  of  the  creditors'  meeting 
at  all. 

The  Foreman :  It  is  very  difficult  to  go  past  the  London 
meeting,  my  Lord. 

Mr.  Justice  Bray :  But  you  have  got  to  find  it  one  way 
or  the  other  j  the  plaintiff  has  got  to  satisfy  you  that  the 
contract  was  made.  I^t  me  have  what  you  have  written 
down. 

Mr.  Shee  :  I  understand  that  the  jury  do  first  answer  the 
question  as  to  whether  there  was  an  agreement  or  not. 

Mr.  Justice  Bray :  Well,  Mr.  Shee,  you  shall  look  at  it, 
and  you  shall  have  a  copy  of  it,  and  you  can  see  what  you 
think  of  it. 

The  jury  again  retired,  and  upon  their  return 

The  Associate:   Now,  gentlemen,  have  you  agreed? 

The  Foreman  :  We  have. 

The  Associate:   Well,  how  do  you  find? 

The  Foreman  :   For  the  plaintiff. 

Mr.  Justice  Bray :  You  find  that  there  was  a  contract 
made  on  that  occasion? 

The  Foreman :  Yes,  my  Lord. 

Mr.  Justice  Bray :  Very  well.    For  a  complete  audit? 

The  Foreman :  Yes,  my  Lord. 

Mr.  Justice  Bray :  Now  then,  Mr.  Riley,  what  about  the 
question  of  damages? 

Mr.  Horridge :  My  Lord,  I  should  think  the  best  way  to 
do  would  be  to  refer  that  to  one  of  our  friends  to  deal 
with,  because  questions  may  arise  which  are  difficult  with 
regard  to  it,  because,  if  your  Lordship  understands,  it  will 
take  up  time. 

Mr.  Justice  Bray  :  Well,  Mr.  Shee,  what  do  you  suggest? 
Of  course,  strictly  speaking,  you  are  entitled  to  have  it 
decided  by  the  jury,  if  you  desire. 

Mr.  Shee :  No,  my  Lord.  I  think  that  is  a  reasonable 
suggestion.  We  might  agree  upon  somebody  and  mention 
him  to  your  Lordship. 

Mr.  Justice  Bray :  Very  well  then,  I  will  discharge  the 
jury.  You  are  content  that  the  jury  be  discharged,  Mr. 
Horridge? 

Mr.  Horridge  :  My  Lord,  I  think  th^^^is  no  other  ques- 
tion  for  them.  p-g.^.^^^  ^^  GOOgle 
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The  Associate :  Then  I  will  formally  discharge  them. 

Mr.  Justice  Bray :  Then,  gentlemen,  you  are  discharged 
from  further  attendance  at  these  assizes. 

Mr.  Horridge  :  Well,  I  should  think  that  probably  the 
best  plan  would  be  for  whoever  goes  into  the  question  of 
damages  to  report  to  your  Lordship. 

Mr.  Ju.stice  Bray :  Well,  then,  you  know  you  had  better 
agree  who  is  to  act,  or,  if  you  cannot  agree  anjrthing,  that 
I  should  try  it — that  will  be  the  best  way.  You  see,  you 
have  discharged  the  jury. 

Mr.  Horridge:  Certainly,  my  Lord. 

Mr.  Justice  Bray :  Well,  somebody  will  have  to  try  it. 
If  you  do  not  agree — what  do  you  say,  Mr.  Shee?  Will  you 
agree? 

Mr.  Shee :  I  should  prefer  that  we  refer  it  to  one  of  our 
brother  barristers. 

Mr.  Justice  Bray :  Well,  if  you  do  not  agree,  what  is  to 
happen? 

Mr.  Shee :  I  do  not  think  we  shall  disagree.  The  ques- 
tion is  there  are  so  many.    Very  well,  we  can  arrange  that. 

Mr.  Justice  Bray :  Very  well. 


Bankruptcies  and  Insolvencies. 

KING'S  BENCH  DIVISION. 

May  3. 

(Before  Bigham,  J.) 

In  re  Pilling:;  ex  parte  Chapman. 

Bankruptcy — Practice — Motion  by  Foreigner  to  Exchange  Proof 
— Security  for  Costs^urisdiction — Discretion. 

Madame  Katharina  de  Kohnle  had  given  notice  of  motion 
for  an  order  to  expunge  the  proof  of  David  Chapman  in  the 
bankruptcy  of  J.  R.  Pilling,  or  alternatively  for  a  declaration 
that  she  was  entitled  to  the  benefit  of  the  proof  and  to  the 
debt  thereby  claimed.  This  was  an  application  that  Madame 
de  Kohnle  might  be  ordered  to  give  security  for  costs  in  the 
sum  of  ;f  20.  She  was  an  Austrian,  and  had  in  August  1905 
described  herself  in  an  affidavit  as  of  an  address  in  Bavaria, 
but  then  of  a  hotel  in  London.  She  was  at  present,  bow- 
ever,  in  Constantinople.  It  was  alleged  in  the  evidence  that 
she  had  no  residence  or  place  of  busine.ss  or  property  in  this 
country. 

F.  Whinney,  in  support  of  the  application,  contended  that 
Madame  de  Kohlne  was  in  substance  seeking  to  recover 
property  by  expunging  an  existing  proof,  and  that  the  pro- 
ceedings were  therefore  in  the  nature  of  an  action  in  which 
she  ought  to  be  required  to  give  security  for  costs.  In  re 
Semenza  (63  L.J.  Rep.  Q.B.  278;  1894,  i  Q.B.  15)  did  not 
therefore  preclude  the  making  of  the  order  for  the  giving 
of  security. 

JUDGMEKT. 

Bigham,  J.,  said  that  there  was  no  doubt  that  the  Court  had 
jurisdiction  to  make  the  order,  and  it  would  be  unfortunate 
if  it  had  not.  It  was,  however,  a  jurisdiction  which  ought 
not  to  be  exercised  without  good  reason,  and  such  did  not 


exist  in  the  present  case.     His  Lordship  thought  it  very 
improbable  that  any  costs  which  Madame  de  Kohnle  might 
be  ordered  to  pay  would  not  be  recovered,  and  she  ought  not, 
therefore,  to  be  ordered  to  give  security. 
(LJ.  337.) 


Company  Law. 

CHANCERY  DIVISION. 

May  10. 

(Before  Swinfen  Eadv,  J.) 

In  re  Perth  Electric  Tramways,  Lim. ;  Lyons  1. 

Tramways  Syndicate,  Lim. 

Company — Debentures— *' Issue" — Agreement  to  Issue  Deben- 
tures as  Security  for  Loan. 

This  was  a  special  case  raising  a  question  of  considerable 
importance  as  to  what  constitutes  the  issue  of  debentures  by 
a  company.  The  Perth  Electric  Tramways,  Lim.,  had  by  a 
trust  deed  assigned  their  assets  and  property  to  trustees  to 
secure,  inter  alia^  a  series  of  500  second  debentures  of  j^  100 
each,  of  which  360  had  been  issued.  The  directors  passed 
a  resolution  for  borrowing  /2,ooo  on  the  security  of  21 
further  debentures  of  the  same  series,  and  that  number  were 
accordingly  signed  and  sealed,  and  were  deposited  with  the 
company's  bankers,  the  Union  Bank  of  Scotland,  with 
whom  an  agreement  for  the  loan  had  been  made.  No  name 
of  any  holder  nor  any  date  was  inserted,  nor  were  the 
debentures  registerisd  in  the  name  of  the  bank.  The  deben- 
tures were  in  the  form  set  out  in  the  schedule  to  the  trust 
deed,  in  which  it  was  specified  that  each  debenture  of  the 
series  was  to  be  under  seal  and  to  be  issued  to  a  person  to 
be  specified  therein  as  a  creditor  for  /loo  and  as  the  person 
to  whom  or  to  other  the  registered  holder  thereof  payment 
was  to  be  made  by  the  company,  and  the  names,  addresses, 
and  descriptions  of  the  registered  holders  were  to  be  entered 
in  a  register  which  was  to  be  kept  by  the  company.  The 
loan  was  in  due  course  paid  oil,  and  the  21  debentures  were 
returned  to  the  company.  The  directors  subsequently 
issued  six  of  them  to  the  defendant  syndicate  without 
resealing  them,  and  retained  the  remaining  15,  intending  to 
issue  them  also  to  future  applicants.  The  company  had  no 
power  to  reissue  debentures  which  had  been  paid  off.  The 
present  action  was  brought  by  a  person  holding  a  debenture 
of  the  same  series,  and  the  principal  question  was  whether 
by  reason  of  the  transaction  with  the  bank  the  21  deben- 
tures had  been  issued  and  discharged  or  otherwise  so 
affected  as  to  be  no  longer  capable  of  forming  a  charge  upon 
the  property  and  assets  of  the  company. 

JUDGMENT. 

Mr.  Justice  Swinfen  Eady,  in  giving  judgment,  observed 
that  no  separate  point  was  raised  as  to  the  six  debentures 
held  by  the  syndicate,  and  the  real  question  was  whether 
the  company  have  power  to  issue  any  of  the  21  at  the  pre- 
sent time.  The  company  claimed  that  these  debentures 
never  were  issued  to  the  bank,  but  that  the  first  issue  as  to 
the  six  was  to  the  syndicate,  whilst  theTreh^ipi^ij^]  jhad  up 
Digitized  by  ^ 
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to  the  present  time  never  been  issued  at  all,  and  could,  there- 
fore, now  be  issued  by  the  company.     The  short  point  to  be 
determined  on  the  special  case  was  whether  the  transaction 
with  the  bank  amounted  to  an  issue  so  that  the  21   deben- 
tures were  spent  and  could  not  now  be  reissued.     Now  it 
was  pointed  out  by  Mr.  Justice  Chitty  in  Levy  v.  Abenorris 
Slate  and  Slab  Company,  Lim.  (4  The  Times  L.R.  34  ;  37  Ch.D. 
at  p.  264),  that  *••  issued'  is  not  a  technical  term;  it  is  a 
mercantile    term    well  understood."     He    would   consider 
what  the  position  of  the  bank  was.    There  was  a  resolution 
of  the  directors  to  borrow  on  the  security  of  second  deben- 
ture bonds,  and  then  the  21  bonds  in  question  were  signed 
and  sealed  and  left  blank  as  to  date  and  name,  and  these 
21  sealed  pieces  of  paper  were  deposited  in  the  bank.    In 
his  Lordship's  opinion   that  gave   the   bank  an  equitable 
charge.    There  was  an  agreement  that  they  should  have  a 
charge,  and  in  equity  they  had  a  charge  on    these  bonds. 
If  the  bank  had  not   been   repaid   and   the  company  had 
gone  into  liquidation  the  bank  would   have    been  entitled 
to  prove  and  to  receive  the  full  amount.     They  had  a  valid 
equitable  charge  on  these  debentures,  and  in  the  language 
of  Lord  Justice  Stirling  in  In  re  Tasker  S*  SonSy  Lim.  (21 
The  Times  L.R.,  at  p.  737 ;  1905,  2  Ch.,  at  p.  598),   "If  no 
repayment  had  been  made  to  "  [substituting  in  the  present 
case  •*  the  bank  "] ,  "and  the  debentures  had  remained  in 
*•  their  hands,  they  would  have  been  entitled  to  prove  in  the 
••  action  and  to  receive  dividends  on  the  full  nominal  amount 
"of  the  debentures  in  their  hands  pari  passu  with  the  other 
••  debenture-holders  until  they  received  in  full  the  principal 
"and  interest  due  to  them.    This  right  was  established  by 
"  the  Court  of  Appeal  in  In  re  Regent's  Canal  Ironworks  Com- 
" pany  (3  Ch.D.  43).     It  was  there  decided  that  a  company 
"  may   issue    or    deposit  debentures   by  way  of  collateral 
"  security  for  money  lent,  and   that  the  holders  of  other 
"  debentures  of  the  same  issue  have  no  equity  to  prevent 
"  such  a  bargain  from  being  carried  into  effect."     If  they 
might    so   deposit    debentures    validly  issued,   they  might 
equally  agree  to  deposit  them,  and  In  re  Strand  Music  Hall 
Company,  Lim.  (3  De  G.  J.  and  S.  147),  showed  that  effect 
might  be  given   to  such   an  agreement.     As  Mr.  Justice 
Buckley  said  in   In   re  Geo.   Routledge  &»  Sons,  Lim.  (1904, 
2  Ch.  at  p.  480),  "  If  there  is  a  contract  that  a  person  is  to 
**have  a  loan  on  the  terms  that   the  lender  is  to  have  a 
"  binding  security,  and  he  does  not  get  that  which  he  con- 
"  tracted  to  have,  he   has   the  right    to  be  placed  in  the 
"same  position    as  if  he   had   got    it."      In  other  words, 
there  was  a  contract   here   giving   these  debentures   as  a 
security— a  valid  contract  to  issue  debentures,  and  that,  in 
the  contemplation  of  equity,  amounted  to  an  issue.      The 
debentures  had  now  served  their  purpose  as  a  security  for 
the  loan,  which  had  run  its  course.     Under  these  circum 
stances,  his  Lordship  was  of  opinion  that  the  transaction 
with  the  bank  amounted  to  an  'issue,  and  that,  as  the  com- 
pany had  no  power  to  reissue  debentures  which  had  once 
been  issued,  they  were  not  in  a  position  to  reissue  any  of  the 
21,  and  that  the  six  issued  to  the  syndicate  had  not  been 
validly  issued.     This  followed  the  decisions  in  In  re  Geo. 
Routledge  &»  Sons,  Ltm.,  In  re  Tasker  6*  Sons,  Lim.,  and  In  re 
•  Strand  Music  Hall  Company,  Lim. 

(22  Times  Law  Reports,  ^^^.) 


CHANCERY  DIVISION. 

May  15. 

(Before  Buckley,  J.) 

In  re  Q.  J.  Tilling:  &  Sons,  Lim. 

Company  Dividends  out  of  Capital— Liability  of  Directors  to 
refund  to  Shareholders  who  have  received  Dividends 
challenged. 

This  was  a  summons  by  the  liquidator  in  the  voluntary 
winding-up  of  the  company,  seeking  to  make  Mr.  Tilling,  the 
managing  director  of  the  company,  liable  for  dividends  paid 
out  of  the  capital  of  the  company.  The  company  had  been 
flourishing  down  to  1901,  and  dividends  at  5  per  cent,  had 
been  paid  to  the  first  preference  shareholders  twice  a  year, 
and  before  the  Balance  Sheet  had  been  issued.  In  July  1902 
and  January  1903  dividends  amounting  together  to  about 
;f32o  were  paid,  as  to  £2^^  to  the  first  preference  share- 
holders, and  as  to  the  balance  of  about  £80  to  some  second 
pteference  shareholders.  It  turned  out  that  for  the  year 
1902  a  loss  was  made  in  trading,  with  the  result  that  the 
;f  320  was  paid  out  of  capital.  In  1904  the  company  went 
into  liquidation,  but  all  the  creditors  had  been  paid  20s.  in 
the  £,  and  there  was  enough  in  hand  to  pay  the  costs  of  the 
winding-up  and  the  liquidator.  Moreover,  the  first  prefer- 
ence shares  were  preferential  as  to  capital  as  well  as  dividend, 
and  the  holders  of  them  were  entitled  to  all  sums  recovered 
on  the  present  summons,  unless  it  should  be  determined  that 
second  preference  shareholders  whose  shares,  it  was  said, 
had  not  been  validly  issued  were  entitled  to  come  in  as 
creditors. 

Mr.  W,  F.  Hamilton,  K.C.,  and  Mr.  K.  G.  Metcalf,  for 
the  liquidator,  asked  for  an  order  for  repayment  of  the  ;f  320 
to  be  made  without  prejudice  to  the  respondent's  right,  if 
any,  to  recover  the  dividends  from  the  persons  to  whom  they 
had  been  paid. 

Mr.  Frank  Evans,  for  the  respondent,  said  that,  if  the 
respondent  paid  the  amount,  the  persons  who  would  receive 
the  bulk  of  it  would  be  the  first  preference  shareholders,  who 
had  already  received  the  amount  in  the  shape  of  dividends ; 
and  he  cited  the  observations  of  Lord  Justice  Cotton  in 
Flitcroft's  case  (21  Ch.D.  519,  536),  that  if  the  company  were 
suing  for  the  purpose  of  paying  over  again  to  the  share- 
holders what  they  had  already  received,  the  Court  would  not 
allow  it.  Those  observations,  although  commented  on  by 
Mr.  Justice  Wright  and  the  Court  of  Appeal  in  In  re  National 
Bank  of  Wales  (1899,  2  Ch.,  629),  could  not  be  regarded  as 
overruled,  having  regard  to  what  was  said  in  the  House  of 
Lords  when  the  case  of  the  National  Bank  was  there  under 
the  name  of  Dovcy  v.  Cory  (1901,  A.C.  477). 

JUDGMENT. 

Mr.  Justice  Buckley  said  he  did  not  consider  that  the 
authorities  required  him  to  order  payment  ol  the  amounts 
paid  for  dividends  if  those  amounts  were  to  be  paid  over  to 
the  persons  who  had  received  the  dividends,  and  he  made  an 
order  for  payment  only  of  so  much  of  the  ;f  86  as  had  been 
received  by  such  of  the  second  preference  shareholders  as 
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were  not  also  holders  of  the  first  preference  shares,  with 
liberty  to  restore  the  summons  within  a  limited  time  if  the 
second  preference  shareholders  established  their  rights  as 
creditors.     There  would  be  no  order  as  to  costs. 
(Times.) 


CHANCERY    DIVISION. 

May  15. 

(Before  Joyce,  J.) 

Foster  v.  Coles  and  M.  B.  Foster  &  Sons,  LIm. 

Company — Preference  Shares— When  entitled  to  Cumulative 
Dividend. 

This  was  a  motion  by  the  plaintiff,  who  was  an  ordinary 
shareholder  in  the  defendant  company,  for  an  injunction  to 
restrain  the  company  from  applying  profits  earned  in  1905  in 
or  towards  the  payment  of  a  dividend  to  their  preference 
shareholders  for  the  six  months  ended  December  31  1904. 
The  object  of  the  application  was  to  have  it  determined 
whether  the  holders  of  preference  shares  in  the  company  were 
entitled  to  a  cumulative  or  only  a  non-cumulative  pre- 
ferential dividend.  It  appeared  that  M.  B.  Foster  &  Sons, 
Lim.,  was  originally  formed  in  i8go  to  acquire  and  carry  on 
a  business  theretofore  carried  on  under  the  style  of  M.  B. 
Foster  &  Sons.  In  1895  the  company  was  reconstructed, 
the  undertaking  being  transferred  from  the  old  company  to 
the  defendant  company.  The  object  of  the  reconstruction 
was— (i)  the  reduction  of  capital  by  the  cancellation  of 
5,000  preference  and  1,000  ordinary  shares,  and  by  the 
writing  down  of  the  ordinary  shares  from  ;^io  each  to  £4 
each ;  and  (2)  the  reduction  of  the  dividend  on  the  preference 
shares  from  £6  per  cent,  to  {$  per  cent.,  and  the  conversion 
of  such  dividend  from  a  cumulative  to  a  non-cumulative  divi- 
dend. By  Clause  5  of  the  memorandum  of  association  of 
the  old  company  the  capital  was  declared  to  be  "  ;^3oo,ooo 
"  divided  into  21,000  preference  shares  of  ;f  10  each,  carry- 
'*  ing  a  cumulative  preferential  dividend  of  6  per  cent,  per 
"  annum,  and  priority  of  repayment  in  respect  of  capital  in 
"  the  event  of  liquidation  of  the  company,  and  29.000 
*'  ordinary  shares  of  ;f  10  each,"  Article  94  of  the  original 
articles  of  association  provided  that  "The  net  profit  from 
'*  time  to  time  available  for  distribution  as  dividend  shall  be 
"  applied  first  in  payment  to  the  holders  of  the  preference 
"  shares  in  the  company  for  a  cumulative  preference  divi- 
*'  dend  at  the  rate  of  £6  per  cent,  per  annum,  and,  secondly, 
**  and  subject  thereto,  in  payment  so  far  as  the  balance  will 
"  extend  of  a  dividend  on  the  ordinary  shares  of  the  com- 
"pany."  Article  95  was  as  follows: — "The  dividend  so 
"declared  shall  be  payable  on  all  shares  subject  to  the 
"  rights  of  the  holders  of  shares  created  or  raised  under  any 
"  special  arrangement  as  to  dividend  in  proportion  to  the 
"amount  of  capital  for  the  time  being  paid  up  in  respect  of 
"such  shares  "  ;  and  article  96  provided  that  "  the  directors 
*•  "lay  at  any  time  during  the  current  year  divide  among  the 


"  members  in  proportion  to  their  shares  such  a  sum  or  sums 
"  out  of  the  business  of  the  company  as  they  may  think  fit  in 
**  anticipation  or  on  account  of  the  annual  dividend  which 
'*  may  be  declared  under  the  provisions  of  the  last  preceding 
aiticle."  By  Clause  5  of  the  memorandum  as  altered  for 
the  purpose  of  the  reconsl ruction,  the  capital  was 
declared  to  be  ;^3oo,ooo.  divided  into  16,000  preference 
shares  of  ;^io  each,  carrying  a  preferential  dividend  of  5  per 
cent,  per  annum  and  priority  of  repayment,  &c.,  and  35,000 
ordinary  shares  of  £4  each.  Article  94  was  altered  by 
striking  out  the  word  **  cumulative  "  before  the  word  •'  pre- 
ference "  ;  in  other  respects  the  material  articles  were 
unaltered.  In  this  state  of  things  the  question  had  arisen 
whether,  notwitstanding  the  omission  of  the  word  '*  cumula- 
tive" from  the  memorandum  and  articles,  the  preference 
shareholders  were  not  under  the  existing  instruments  still 
entitled  to  have  arrears  of  unpaid  dividends  paid  out  of  the 
profits  earned  in  subsequent  years  before  anything  was  paid 
to  the  ordinary  shareholders.  The  hearing  of  the  motion 
was,  by  consent,  treated  as  the  trial  of  the  action. 

Mr.  Younger,  K.C.,  and  Mr.  W.  P.  Baildon  appeared  for 
the  plaintiff,  and  contended,  on  the  authority  of  SiapUs  v. 
Eastman  Photographic  Materials  Company  (1896,  2  Ch.  303), 
and  other  cases,  that  the  preference  shareholders  were  not 
entitled  to  a  cumulative  dividend. 

JUDGMENT. 

Joyce,  J.,  without  calling  on  counsel  for  the  defendants, 
said  that  the  proper  mode  of  determining  this  question  was 
to  consider,  in  the  first  place,  the  language  of  the  instru- 
ments before  going  to  cases  which  had  been  determined  on 
similar  instruments.  Taking,  in  the  first  place.  Clause  5  of 
the  memorandum,  primd  facie  the  reference  there  to  a 
preferential  dividend  meant  a  cumulative  preferential  divi- 
dend. Then,  going  to  article  94.  suppose  that,  after  the 
reconstruction  of  the  company,  nothing  had  been  available 
for  dividend  until  the  third  or  fourth  year,  and  then  suppose 
there  had  been  a  net  profit  available,  how  would  it  have  to 
be  distributed  ?  In  his  Lordship's  opinion  it  would  have  to 
be  applied  in  payment,  first,  of  a  preference  dividend  of  ^5 
per  cent,  per  annum  from  the  commencement  of  the  com- 
pany. There  was  nothing  in  that  article  to  show  that  the 
preference  dividend  was  only  to  be  for  the  particular 
financial  period,  and  there  was  nothing  in  the  other  articles 
to  alter  the  natural  meaning  of  the  language  of  article  94. 
Then,  was  this  view  inconsistent  with  anything  in  thb 
authorities?  In  Staples  v.  Eastman  Photographic  Materials 
Company  the  holders  of  preference  shares  were  to  be  entitled 
to  their  preference  dividend  *'out  of  the  net  profits  of  each 
year."  There  was  nothing  of  that  kind  here,  and  in  his 
Lordship*s  opinion  there  was  nothing  to  prevent  the  pre- 
ference shareholders  in  this  case  from  resorting  to  the  profits 
of  subsequent  years  to  make  up  a  past  deficiency  of  dividend. 
There  must  be  a  declaration  accordingly. 

<D^"zld  by  Google 
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Bankruptcies  and  Insolvencies. 

CHANCERY  DIVISIOxN. 

May  25. 

(Before  Buckley,  J.) 

Ponsford,  Baker  &  Co.  v.  Union  of  London  and 

Smiths  Bank,  Llm. 

Bankruptcy^ProUcUd  Transaction — Securities  held  by  Bank 
for  Advance — Act  of  Bankruptcy— Handing  over  Securities 
—Bankruptcy  Act,  1883  (46  6*  47  Vict.  c.  52),  s.  49. 

This  was  a  motion  on  behalf  of  Messrs.  Ponsford,  Baker 
&  Co.  and  Mr.  H.  L.  S.  Richardson,  the  Official  Assignee 
of  the  Stock  Exchange,  who  were  the  plaintiffs  in  the 
action,  for  an  order  that  on  payment  into  Court  of  a  sum 
sufficient  to  coveir  the  amount  owing  to  the  bank  by 
Messrs.  Ponsford,  Baker  &  Co.  the  bank  might  be  ordered 
to  deliver  up  certain  stocks,  shares,  and  securities  held  by 
them. 

Mr.  Buckmaster,  K.C.,  and  Mr.  Felix  Cassel,  for  the 
plaintiffs,  said  that  on  April  26  1906  the  bank  held  certain 
of  the  securities  as  security  foir  a  loan  by  the  bank  to  the 
plaintiff  firm  of  ;^i 0,500,  and  held  other  securities  for  safe 
custody.  On  April  27  1906  the  firm  were  declared 
defaulters  on  the  Stock  Exchange,  and  thereupon  it  became 
the  duty  of  the  plaintiff  Richardson,  as  Official  Assignee 
of  the  Stock  Exchange,  to  collect  the  assets  of  the  firm. 
There  was  a  balance  due  to  the  bank  on  the  security,  and 
there  was  a  balance  due  by  the  bank  on  current  account. 
The  bank  was  asked  to  hand  over  the  securities  and  transfer 
the  latter  balance  on  being  paid  what  remained  due  on  the 
securities,  but  refused  to  do  so,  on  the  ground  that,  as  the 
Official  Assignee  was  assignee  of  all  the  property  of  the 
firm,  an  act  of  bankruptcy  had  been  probably  committed 
within  three  months,  of  which  the  bank  had  notice,  and 
that  under  the  cixcimi stances,  and  having  regard  to  section 
49  of  the  Bankruptcy  Act,  1883,  the  banJt  could  not  safely 
hand  over  the  property  until  the  three  months  had  expired 
without  bankruptcy  proceedings  being  commenced  against 
the  firm.  It  need  not  now  be  discussed  whether  there  had 
been  an  act  of  bankruptcy,  but,  assuming  there  had  been, 
the  bank  could  not  refuse  to  hand  over  the  property  on 
being  paid  what  was  owing  to  them.  It  was  contended  by 
tile  bank  that  if  bankruptcy  proceedings  were  commenced 
there  would  be  relation  back  to  the  date  of  the  act  of  bank- 
ruptcy, so  as  to  defeat  interim  dealings  by  a  person  having 
notice  of  that  act,  and  that  such  a  person  would  not  be 
protected  by  section  49.  But  the  rule  as  to  interim  dealings 
with  notice  not  being  protected  could  not  be  of  universal 
application,  otherwise  a  sheriff  who  had  seized  a  debtor's 
goods  in  execution  could  not  safely  either  receive  money 
to  pay  out  the  execution  or  hand  over  to  the  debtor  the 


balance  of  the  proceeds  of  sale  of  the  goods.  Even  the 
debtor's  bankers,  if  they  had  notice  of  the  execution,  could 
not  safely  honour  the  debtor's  cheque  for  the  money  to  pay 
out  the  execution.  That  would  be  an  absurd  and  incon- 
venient result.  But,  apart  frooi  principle,  the  point  was 
covered  by  authority,  as  Mr.  Justice  Wright,  in  In  re 
Law  ford  and  Lawrence  (1902,  2  K.B.  445),  had  held  that  a 
pledgee  of  chattels  who,  with  notice  of  an  act  of  bank- 
ruptcy, handed  back  the  chattels  on  being  paid  off,  was  not 
liable  to  the  trustee  in  the  pledgor's  subsequent  bankruptcy, 
because  he  was  bound  by  his  contract  to  deliver  up  the 
chattels  on  being  tendered  the  amount  due  to  him  at  the 
date  for  redemption. 

Mr.  R.  J.  Parker,  ion  the  bank,  said  that  the  bank  only 
wished  to  be  protected  from  liability  in  the  event 
of  the  subsequent  bankruptcy  of  the  firm.  Section 
49  only  appeared  to  protect  a  dealing  between  the  act  of 
bankruptcy  and  the  petition,  when  the  dealing  was  with  a 
person  who  had  no  notice  of  the  act  of  bankruptcy.  The 
section  was  really  a  limitation  of  the  old  law  affecting 
intermediate  dealings  with  the  debtor's  property.  The  • 
question  was  stated  by  Mr.  Justice  Wright  in  the  case  cited 
to  be  one  of  great  doubt  and  difficulty. 

JUDGMENT. 

Mr.  Justice  Buckley  said  the  decision  in  In  re  Lawford 
and  Lawrence  was  directly  in  point,  and  he  should  follow 
it  even  if  he  held  a  different  opinion,  which  was  not  the 
case.  There  must  be  an  order  that,  on  payment  to  the 
bank  of  the  amount  due  on  the  security,  after  giving  credit 
for  the  amount  due  on  the  current  account  to  the  firm,  the 
bank  should  deliver  up  the  securities  claimed.  The  motion 
would  be  treated  as  the  trial  of  the  action,  and  the  bank 
must  pay  the  costs. 

(22  Times  Law  Reports,  581.) 


KING'S  BENCH  DIVISION. 

May  15. 

(Before  Kennedy  and  A.  T.  Lawrence,  JJ.) 

Pearson  v,  Wilcock. 

Bankruptcy — Administration  Order — Total  Debts  not  exceeding 
/50 — County  Court — Subsequent  Creditors — Bankruptcy 
Aitf  1803  (46  6*  47  Vict,  c,  52),  s.  122,  subsec.  5. 

This  was  the  plaintiff's  appeal  from  the  judgment  of  the 
Judge  of  the  Bradford  County  Court,  and  raised  the  ques- 
tion of  the  rights  of  subsequent  creditors  against  a  debtor 
as  to  whom  an  administration  order  under  section  122  of 
the  Bankruptcy  Act,  1S83,  had  been  previously  obtained, 
the  total  debts  in  respect  of  which  it  was  made  being  under 

£so- 

The  plaintiff,  in  June  1905,  obtained  judgment  against 
the  defendant  in  the  Bradford  County  Court  for  £$  is.  id. 
for  groceries  supplied,  which  judgment  was  made  payable 
in  instalments  of  53.   a  "^i3^|i^pr|Tfe\sec|ond  instalment 
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remaining  unpaid,  execution  was  issued,  but  the  bailiff  did 
not  actually  go  into  possession.  Application  was  made 
by  the  defendant  to  stay  execution,  upon  the  ground  that 
he  had  three  years  previously  obtained  an  administration 
order  under  section  122  of  the  Bankruptcy  Act,  1883.  This 
fact  had  never  been  communicated  and  was  unknown  to 
the  plaintiff.  The  administration  order  provided  for  the 
payment  of  5s.  in  the  pound  on  the  debts,  to  be  paid  at 
the  rate  of  4s.  a  month,  the  debts  amounting  to  ;^35.  The 
County  Court  Judge  granted  the  application,  and  held  that 
the  plaintiff  must  prove  for  his  debt  under  the  administra- 
tion order.  He  based  his  judgment  on  his  construction  of 
section  122  (5)  of  the  Bankruptcy  Act,  1883,  which 
enacts: — "When  the  order  is  mauie  no  creditor  shall  have 
"  any  remedy  against  the  person  or  property  of  the  debtor 
"  in  respect  of  any  debt  which  the  debtor  has  notified  to  a 
"  County  Court,  except  with  the  leave  of  that  County  Court, 
"and  on  such  terms  as  that  Court  may  impose.    .    .    ." 

Mr.  Compston,  on  behalf  of  the  plaintiff,  contended  that 
the  plaintiff  could  not  be  deprived  of  his  right  to  levy 
execution  unless  the  Bankruptcy  Act,  1883,  or  section  153 
of  the  County  Courts  Act,  1888,  had  that  effect.  With 
regard  to  the  latter  Act,  he  submitted  that  the  existence  of 
the  administration  order  was  not  "  sufficient  cause  "  within 
the  meaning  of  section  153,  which  must  be  ejasdem  generis 
with  sickness — Atienborough  v.  Henschel  (1895,  i  Q.B.  833). 
Sub-section  5  of  section  122  of  the  Bankruptcy  Act,  1883, 
only  applied  to  creditors  who  were  such  at  the  time  when 
the  order  wa^  made,  as  appeared  from  rules  3  and  7  of  the 
Bankruptcy  (Administration  Order)  Rules,  1902,  whic^ 
could  only  refer  to  such  creditors.  Sub-section  12  of  sec- 
tion 122  did  not  provide  an  exclusive  remedy  for  subse- 
quent creditors,  but  an  alternative  one,  if  the  debtor  had  no 
property  to  seize  or  the  remedy  by  commitment  was  not 
available.  It  might  be  contended  that  because  under  the 
Bankruptcy  (Administration  Order)  Rules,  1902,  rule  15 
(3),  "Where  the  debtor  subsequent  to  the  date  of  the  order 
"has  obtained  credit  to  the  extent  of  £2  or  upwards  with- 
"out  informing  the  creditor  that  he  has  an  administra- 
"tion  order,"  the  administration  might  be  set  aside,  it  must 
be  implied  that  a  subsequent  creditor  was  bound  by  the 
order,  as  the  rule  contemplated  proceedings  being  taken 
by  him  to  set  it  aside,  which  he  would  not  desire  to  do 
hi  it  did  not  affect  him.  But  the  right  to  issue  execution 
should  not  be  taken  away  on  a  mere  inference.  By  order 
25,  rule  42,  of  the  County  Court  Rules,  1903,  in  the  case  of 
a  judgment  debtor  no  order  of  commitment  was  to  be  made 
where  an  administration  order  under  section  122  had  been 
made  and  the  debt  incurred  before  the  order ;  but  debts 
incurred  after  the  order  were  not  dealt  with.  He  sub- 
mitted that  the  County  Court  Judge  was  wrong. 

JUDGMENT. 

Mr.  Justice  Kennedy,  in  giving  judgment,  sa'd  that  in  his 


opinion  the  County  Court  Judge  was  right.    It  had  been 
thought  by  the  Legislature  that  poor  men  should  have,  ia 
substance,  the  powers  and  benefits  of  the  Bankruptcy  Acts, 
and  that  there  should  be  a  method  of  clearing  themseh-«s 
from  debts  whose  total  was  under  £y>  in  amount,  and  of 
starting  afresh.     As  he  understood  the  legislation,  tb's 
object  was  to  be  attained  by  enacting  that  the  debtor  should 
give  up  all  his  property,  and  that  the  Judge  should  ha\e 
power  to  order  payment  of  his  debts  out  of  future  earnings. 
That  was  carried  out  by  the  provisions  of  section  122  of 
the  Bankruptcy  Act,  1883.    They  were  concerned  at  present 
with  sub-section  5  of  that  section.    [His  Lcrdship  read  it.] 
He  thought  that  that  sub-section  in  the  first  instance  was 
for  the  protection  of  existing  creditors,  and  for  this  very 
cogent  reason,  that  if  subsequent  creditors  were  at  liberty, 
on  obtaining  judgment  against  debtors  who  had  obtained 
an  administration  order,  to  issue  execution  against  their 
goods,  it  would  be  quite  impossible  for  them  to  pay  their 
debts  unless  there  were  some   rcistraining  p>ower  in  the 
Court.    But  the  exercise  of  this  power  was  in  the  discreiian 
of   the  Court,   which  in   some  cases  might  authorise  an 
execution  or  order  a  commitment.     The  Court  might  find 
that  the  debtor  had  other  means,  in  which  case  the  secti.a 
provided  that  it  might  give  leave  to  the  creditor  to  exerdse 
his  remedy  ;  but  it  was  for  the  creditor  to  satisfy  the  Court 
that  he  ought  to  be  allowed  to  proceed.    It  seemed  to  him, 
if  one  looked  at  section  122,  that  this  was  in  the  mind  ^f 
the  Legislature,  for  sub-section  12,  which  enabled  subse- 
quent creditors  on    application    to    the    Registrar  to  b* 
scheduled  with  the  other  creditors,  had  provided  an  utterly 
unnecessary  procedure  if  they  could  come  to  the  Court  and 
get  an  order  to  issue  execution  or  of  commitment  as  a 
matter  of  right.     He  could  not  see  anything  in  order  25, 
rule  42,  which  conflicted  with  this  view  ;  and  he  could  not 
see  the  use  of  order  15  (3)  of  the  Bankruptcy  (Administra- 
tion Order)  Rules,  ic,o2,  if  the  creditor  had  the  ordinar}- 
remedies.    He  thought  the  County  Court  Judge  was  right, 
and  that  the  appeal  must  be  dismissed. 

Mr.  Justice  A./P.  Lawrence  said  that  he  was  of  the  same 
opinion.  He  agreed  with  Mr.  Compston  that  the  right  of 
execution  could  only  be  taken  away  by  express  provision, 
but  he  thought  this  was  to  be  found  in  section  122,  sub- 
section 5,  of  the  Bankruptcy  Act,  1883.  He  had  listened 
with  all  the  attention  he  could  give  to  the  very  ingenious 
argument,  which  in  his  opinion  failed.  Sub-section  5 
applied  to  every  creditor,  whether  such  at  the  time  of  the 
order  or  subsequently  to  it.  If  every  creditor  were  to  levy 
execution,  the  administration  order  would  come  to  an 
untimely  end.  It  was  intended  to  enable  the  debtor  to  go 
on  earning  money,  and  to  protect  him  from  the  creditors, 
and  in  an  indirect  way  to  protect  him  against  himself,  for 
the  knowledge  of  the  existence  of  the  order  ought  to  induce 
tradesmen  to  refuse  to  give  him  credit.    The  Judge  ought 
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to  see  whether  the  debtor  had  acted  in  such  a  way  as  to 
entitle  him  to  protection,  and  to  allow  the  administration 
order  to  be  carried  out ;  it  was  a  matter  for  his  discretion. 
The  subsequent  creditor,  under  sub-section  12  of  section 
122,  could  get  his  debt  scheduled.  True,  it  was  not  a  very 
advantageous  remedy,  but  it  was  the  best  he  could  get. 
The  appeal  was  accordingly  dismissed. 

(22  Tinus  Law  Reports^  562.) 


Partnerships. 

KING'S  BENCH  DIVISION. 

May  24. 

(Before  Ridley  and  Darling,  JJ^ 

Sturgeon  Brothers  v.  Salmon. 

Partnership — Dissolution— Partnership  at  Will — Assignment 
by  Partner  0/  his  Share — Partnership  Act,  1890  (53  &>  54 
Vict.  c.  39),  sees.  26,  32.  46. 

This  was  the  defendant's  appeal  from  the  judgment  of 
the  County  Court  Judge,  and  raised  the  question  whether 
the  defendant  was  liable,  as  a  partner,  for  work  done  by 
the  plaintiffs. 

The  partnership  agreement  was  entered  into  in  May  1899. 
the  partners  being  Mr.  Oliver,  Mr.  Shillito,  Mr.  Smith,  aiid 
the  defendant,  the  latter,  however,  taking  no  active  part  in 
the  business.  It  was  a  partnership  at  will,  clause  i  of  the 
agreement  providing,  "The  parties  hereto  shall  be  and  con- 
"  tinue  partners  in  the  business  of  brick  and  tile  making  so 
'•  long  as  they  shall  mutually  agree."  By  clause  6,  "In  the 
'*  event  of  any  partner  .  .  .  desiring  to  retire,  he  shall 
"  give  one  calendar  month's  notice,  to  allow  his  shares  to 
"  be  purchased  by  the  remaining  partners,"  &c.  In  October 
1901  Oliver  retired.  On  November  25  1901  the  defendant 
sold  his  share  to  Shillito,  not  having  offered  it  to  the 
remaining  partner,  Smith,  in  breach  of  clause  6  {supra). 
No  express  notice  of  intention  to  retire  was  given  to  Smith, 
but  the  County  Court  Judge  found  that  Smith,  when  he 
subsequently  heard  of  the  assignment  by  the  defendant  of 
his  share  to  Shillito,  disapproved  of  it,  and,  inferential ly, 
that  he  in  fact  knew  of  the  assignment  at  some  subsequent 
time.  The  work  in  respect  of  which  the  plaintiffs  claimed 
was  done  between  November  1902  and  March  1903.  The 
plaintiffs  admitted  that  they  did  not  know  when  they  did 
such  work  that  the  defendant  had  anything  to  do  with  the 
partnership  and  had  not  given  him  credit.  In  March  1904 
Shillito  became  bankrupt,  and  in  October  1905  this  action 
was  brought.  The  County  Court  Judge  held  that  the 
defendant  had  not  retired  from  the  partnership  in  the 
manner  prescribed  by  the  provisions  of  clause  6,  that  it  was 
still  subsisting  when  the  work  claimed  for  was  done,  and 
gave  judgment  for  the  plaintiffs. 

Mr.  Wild,  for  the  defendant,  admitted  that  the 
defendant  ought  to  have  f)ffered  his  shares  to  both  parties. 


but  submitted  that  the  breach  of  clause  6  was  merely  a 
matter  for  the  parties  themselves,  and  had  nothing  to  do 
with  outside  parties.  The  other  side  would  contend  that 
mere  assignment  of  shares  does  not  constitute  a  dissolution 
and  would  rely  on  section  26,  sub-section  i,  of  the  Partner- 
ship Act,  1890  (53  and  54  Vict.,  c.  39),  which  enacts, 
"Where  no  fixed  t^rm  has  been  agreed  upon  for 
"the  duration  of  the  partnership,  any  partner  may  deter- 
"mine  the  partnership  at  any  time  on  giving  notice  of 
"  his  intention  so  to  do  to  all  the  other  partners."  No 
express  notice  was  given  here,  but  Smith  in  fact  knew  of 
the  transfer,  and  he  contended  that  the  sale  of  the  share 
and  the  consequent  determination  of  any  right  to  share  in 
the  profits,  plus  the  knowled(ge  of  Smith,  constituted  a 
valid  retirement. 

Mr.  Justice  Darling :  When  do  you  say  the  retirement 
became  effective;  on  the  transfer,  or  when  Smith  got  to 
know  of  it? 

Mr.  Wild  said  that  if  driven  to  it  he  was  prepared  to 
contend  that  the  transfeir  alone  constituted  retirement.  The 
essence  of  partnership  was  profit  sharing,  and  paxtnership 
was  a  branch  of  tlie  law  of  agency.  When,  in  fact,  the 
agency  ceased,  the  partnership  ceased,  apart  from  any 
question  of  "holding  out,"  which  was  not  suggested  here. 
That  was  certainly  the  law  prior  to  the  Partnership  Act, 
1890,  and  it  was  submitted  that  nothing  in  that  Act  altered 
the  law.  He  also  maintained  that  on  the  findings  of  the 
County  Court  Judge  notice,  in  fact,  had  been  given.  No 
formal  notice  was  necessary,  as  the  partnership  agreement 
was  not  a  deed. 

Mr.  Justice  Ridley  :  We  only  wish  to  bear  you,  Mr. 
Ilenle,  on  the  point  whether  the  assignment  by  itself  acted 
as  a  dissolution  of  this  partnership  at  will. 

Mr.  Ilenl^,  for  the  plaintiffs,  said  that  it  was  settled  by 
authority  that  under  an  agreement  containing  a  clause 
even  stronger  than  clause  6  the  assignment  did  not  ipso 
facto  dissolve  the  partnership,  but  only  gave  the  other 
partners  the  option  to  dissolve. 

(The  following  cases  and  authorities  were  referred  to 
during  the  course  of  argument : — Carter  v.  Whalley  (i  B. 
and  Ad.  11),  Heath  v.  Sansom  (4  B.  and  Ad.  172),  Cox  v. 
Hickman  (8  H.L.C.  268,  at  p.  312),  Campbell  v.  Campbell 
(6  Reports,  137),  "Lindley  on  Partnership,"  5th  ed.,  pp. 
583.  584;  7th  ed.,  pp.  620,  621.) 

JUDGMENT. 

Mr.  Justice  Ridley,  in  giving  judgment,  said :  I  think  we 
must  support  the  finding  of  the  County  Court  Judge.  It 
may,  no  doubt,  be  thought  a  hardship  that,  having  parted 
with  his  share  to  another  partner,  he  should  be  held  liable 
in  this  action.  We  must  not  regard  that,  but  decide  the 
matter  as  a  question  of  law.  Was  he  liable  notwithstand- 
ing the  assignment?    For  the  purpose  of  considering  that  it 
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Oliver,  Mr.  Shillito,  Mr.  Smith,  and  the  defendant.  Mr. 
Oliver  went  out,  and  in  190X  the  defendant  sold  his  share 
to  Mr.  Shillito,  and  no  notice  was  given  to  Mr.  Smith  at 
the  time.  Clause  6  provides  [his  Lordship  read  it].  In  the 
present  instance  the  requirements  of  that  clause  were  not 
fulfilled.  Mr.  Wild  endeavours  to  maintain  that  notice 
was  given  to  Mr.  Smith.  I  think  not.  It  was  his  duty  to 
give  notice  of  his  intention  to  assign.  He  did  not  do  so, 
and  it  seems  to  us  that  because  at  some  following  period, 
indeed  years  after,  it  came  to  the  knowledge  of  Mr.  Smith, 
that  therefore  he  had  the  knowledge  which  clause  6  says 
he  shall  have.  It  seems  to  me  he  should  have  had  it  at 
the  time  of  the  intended  assignment  in  order  that  he  might 
govern  his  own  actions.  The  first  point  seems  to  me  to 
fail.  Mr.  Wild  says  that  he  has  the  right  to  contend  that 
the  parties  did  follow  the  provisions  of  the  agreement, 
because  although  at  the  time  Mr.  Smith  had  no  notice,  still 
he  did  subsequently  have  knowledge,  and  therefore  he 
(Mr.  Wild)  was  entitled  to  say  that  the  defendant  acted  in 
accordance  with  the  agreement.  I  do  not  think  he  can 
maintain  that  as  a  matter  of  fact.  When  you  have  an 
agreement  of  this  kind  you  must  follow  the  terms.  The 
other  point  requires  more  attention,  although  I  think  he 
cannot  maintain  his  proposition.  He  says  that  in  a  part- 
nership at  will  an  assignment  by  one  partner  to  another 
works  a  dissolution.  Kor  this  proposition  he  quotes  1 
"  Lindley  on  Partnership  "  and  Heath  v.  Sansom.  I  think  it 
doubtful  if  that  case  would  have  application  where  there  ' 
are  three  partners.  In  Heath  v.  Sansom  there  were  only 
two  partners,  and  it  was  not  a  case  of  mere  assignment ; 
in  accordance  with  an  agreement  entered  into  between  the 
partners,  everything  was  done  by  the  referee,  except  that 
he  failed  to  declare  that  the  partnership  had  determined.  | 
I  do  not  think  that  case  is  an  authority  for  the  proposition  I 
that  in  a  partnership  at  will  the  assignment  by  one  partner 
to  another  works  a  dissolution.  I  will  not  read  the  judg- 
ments again.  Lord  Lindley's  book  has  also  been  quoted 
as  an  authority  fo<r  the  proposition.  I  do  not  think  he  does 
so  lay  it  down.  In  the  188$  (5th)  edition  he  does  state  it 
generally,  and  in  the  1905  (7th)  he  gives  it  with  some 
modification.  He  does  not  put  it  down  as  an  absolute 
rule,  and  says  there  is  little  authority  for  it  in  this 
country.  It  seems  to  me  the  case  of  Campbell  v.  Campbell 
is  important.  That  case  shows  that  where  an  agreement 
contains  a  clause  to  the  effect  that  if  one  partner  assigns 
his  share  the  partnership  should  stand  dissolved,  such  an 
assignment  would  not  work  an  immediate  dissolution,  but 
give  the  right  to  the  other  partners  to  dissolve.  Clause  6 
in  this  case  is  not  so  strong.     In  the  other  clause  it  was  < 


positively  provided  that  the  partnership  should  "  stand  dis- 
solved." Section  46  of  the  Partnership  Act,  1890,  has  been 
referred  to,  which  provides  that  the  rules  oi  equity  and 
common  law  should  be  applicable  except  whexe  incon- 
sistent with  the  express  provisions  of  the  Act ;  but  section 
32  and  the  following  sections  of  the  Act  give  the  modes  in 
which  a  partneirship  can  be  dissolved,  and  it  would  be 
inconsistent  with  these  sections  to  say  that  a  mere  assign- 
ment would  operate  as  a  dissolution.  That  was  the  opinion 
of  the  learned  editors  of  "  Lindley  on  Partnership,'*  but  it 
is  not  necessary  for  me  to  determine  the  question,  because 
according  to  this  agreement  there  was  no  such  assignment 
as  would  constitute  a  dissolution  of  the  partnership. 

Mr.  Justice  Darling  said :  I  am  of  the  same  opinion.  I 
think  there  is  a  great  deal  to  be  said  for  Mr.  Wild's  con- 
tention that  prior  to  the  Partnership  Act  an  assignment,  in 
the  case  of  a  partnership  at  will,  would  have  operated  as  a 
dissolution,  and  there  is  distinct  authority  lor  thai  proposi- 
tion in  the  5th  edition  of  "Lindley  on  Partnership."  He 
gives  as  an  authority  the  case  of  Heath  v.  Sansom,  and  I 
am  not  sure  that  I  agree  with  my  brother  Ridley  as  to  the 
effect  of  Heath  v.  Sansom,  The  passage  from.  Lx)rd 
Lindley's  book  is  vezy  distinct.  If  the  matter  had  remained 
there  I  am  not  so  sure  that  we  could  have  upheld  the 
County  Court  Judge's  decision.  Since  the  5th  edition  the 
Partnership  Act,  1890,  has  been  passed,  containing  several 
provisions — section  32  et  seq. — which  have  led  the  learned 
editors  of  Lord  Lindley's  book  to  qualify  the  opinion  pre- 
viously expressed,  and  they  use  words  to  this  efitect  [his 
Lordship  read  the  passage  at  page  621  of  the  7th  edition]. 
Tliey  maintain  the  former  opinion,  but  consider  the  Act 
may  have  altered  the  law.  I  do  not  think  they  took  notice 
of  section  46.  Speaking  for  myself,  I  should  have  thought 
it  doubtful,  if  it  were  correct  to  say  that  in  a  partnership  at 
will  an  assignment  by  one  of  the  partners  would  work  a 
dissolution,  that  this  would  be  inconsistent  with  the  pro- 
visions of  sections  32  and  33  within  the  meaning  of  section 
46.  My  judgment  in  this  case  will  go  upon  the  particular 
ground  that  clause  6  in  this  particular  agreement  prevents 
the  application  of  this  doctrine.  I  will  not  state  my  reasons 
for  that,  as  my  brother  Ridley  has  fully  gone  into  the  ques- 
tion. To  my  mind  clause  6  renders  the  decision  of 
Campbell  v.  Campbell  applicable  to  this  case ;  and  because 
that  is  so,  a  mere  assignment  would  not  in  this  case  have 
the  operation  for  which  Mr.  W^ild  contends.  But  if  it 
were  not  for  clau.se  6  I  should  have  had  no  difficulty  in 
acceding  to  his  contention. 

(22  Times  Law  Re  ports ,  584.) 
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Bankruptcies  and  Insolvencies. 

DIVISIONAL  COURT  IN  BANKRUPTCY. 

May  21. 

(Before  Bigham  and  Jblp.  JJ.) 

Re  A  Debtor  No.  i  of  1906;  ex  parte  The  Petitioning 
Creditor. 

Reduction  of  Petitioner's  Debt — Acceptance, 

An  appeal  against  the  dismissal  of  a  petition.  The  judg- 
ment debt  was  for  /91  7s.  3d.,  and  a  petition  was  filed  on 
the  24th  February  1906.  On  the  8th  of  March  ;^2o  was 
paid  o£f  the  debt.  The  petition  was  adjourned  to  the  28th 
March,  and  on  the  24th  of  that  month  a  further  /20  was 
paid,  bringing  the  debt  down  to  something  over  /50.  The 
debtor  then  tendered  a  Bank  of  England  note  for  /lo.  so  as 
to  reduce  the  debt  below  £$0,  the  minimum  sum  necessary 
to  found  a  bankruptcy  petition.  Counsel  said  that  the 
creditor  declined  to  accept  it,  as  there  being  an  act  of  bank- 
ruptcy in  existence  he  might  be  called  upon  to  refund  it.  He 
decided,  therefore,  to  preserve  his  position. 

JUDGMENT. 

The  Court  held  that  there  had  been  acceptance  of  the 
note,  it  transpiring  that  the  money  had  been  retained  and 
was  still  in  the  hands  of  the  creditors  or  their  solicitors, 
and  dismissed  the  appeal,  with  costs. 

(Reported  by  W.  H.  Terry,  Esq.,  Barrister-at-Law.) 


DIVISIONAL  COURT  IN  BANKRUPTCY. 

May  21. 

(Before  Bigham  and  Jelp,  JJ.) 

Re  Hay  ward  &  Sons ;  ex  parte  Tiie  Bankrupts  v. 
The  Official  Receiver. 

Refusal  of  Discharge  Varied  —  No   Misconduct   or   Fraud 
Alleged. 

This  was  an  appeal  from  the  County  Court  of  Poole  by 
the  bankrupts  against  an  absolute  refusal  of  their  discharge. 
It  appeared  that  the  bankrupts,  who  failed  in  1895,  had  been 
speculative  builders,  and  the  Official  Receiver  in  his  report 
had  alleged  a  number  of  statutory  offences,  but  nothing, 
counsel  suggested,  sufficiently  serious  to  involve  a  refusal  of 
discharge. 

JUDGMENT. 

The  Court  having  regard  to  the  date  of  the  failure 
varied  the  order,  and  suspended  the  application  for  two 
years  from  the  19th  March  1906,  the  date  of  the  appli- 
cation, to  the  Court  below,  on  the  understanding  that  the 


bankrupts  consented  to  judgment  being  entered  against  them 
for  £65. 

(Reported  by  W.  H.  Terry,  Esq.,  Barrister-at-Law.) 


DIVISIONAL  COURT  IN  BANKRUPTCY, 

May  21. 

(Before  Bigham  and  Jelf,  J  J.) 

Ri  Slater  Bros. ;  ex  park  Warrlns:ton  Slater  v. 
Tlie  Official  Receiver. 

Insufficimt     Disclosure    of    Estate  —  Public    Examination 
Adjourned  •*  sine  die  " — Discharge  of  Bankrupt, 

This  was  a  renewed  application  for  directions  to  issue  to 
the  Registrar  at  Sheffield  to  reopen  the  public  examination 
of  the  debtor,  which  had  been  adjourned  sine  die,  on  the 
ground  that  there  had  been  insufficient  disclosure  of  the 
estate  and  non-discovery  of  certain  documents  and  books. 
On  a  previous  application  with  a  similar  object  the  matter 
had  been  referred  back  to  the  County  Court  to  give  the 
debtor  an  opportunity  to  satisfy  the  Registrar,  but  the  bank- 
rupt had  been  unable  to  get  the  order  varied.  It  was 
explained  that  the  bankrupt  wanted  to  apply  for  his  dis- 
charge, but  was  prevented  from  doing  so  until  the  public 
examination  was  concluded. 

JtJDGMENT. 

The  Court  held  that  there  had  been  insufficient  discovery, 
and  dismissed  the  appeal,  with  costs.  The  Board  of  Trade 
opposed  the  appeal. 

(Reported  by  W.  H.  Terry,  Esq.,  Barrister-at-Law.) 


KING'S  BENCH  DIVISION. 
May  28. 
(Before  Bigham,  J.) 
In  re  Qarner ;  ex  parte  Pedley. 
Bankruptcy — Sale  by  Trustee  of  Mortgaged  Property — Proceeds 
of  Sale— Costs— 'Part  VIL,  Rule  2,  of  Appendix  to  Bank- 
ruptcy Rules,  1886. 

Application  to  review  the  Taxing  Officer's  decision. 

John  Garner  was  at  the  time  of  his  banlcruptcy  the 
owner  of  a  number  of  properties  in.  Crewe.  These  pro- 
perties were  severally  subject  to  first  mortgages,  and  they 
were  also  subject  to  a  second  mortgage  on  the  whole  of 
them.  The  properties  were  estimated  to  be  worth  about 
;^i 4,000,  and  there  was,  according  to  the  debtor's  statement 
of  affairs,  a  surplus  of  about  ;f3,ooo  over  and  above  all 
the  mortgages. 

The  trustee  in  bankruptcy  sold  three  of  the  properties, 
and  the  proceeds  of  sale  were  employed  in  paying  off  the 
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first  mortgages  and  also  in  discharging  a  considerable  part 
o«f  the  second  mortgage.  Only  a  small  sum  of  £^  9s.  nd. 
was  paid  to  the  trustee. 

Mr.  Pedley  was  the  solicitor  employed  by  the  trustee  to 
carry  out  the  sale,  and  his  bill  of  costs  in  respect  of  them 
was  taxed  by  the  Registrar  of  the  County  Court  under  the 
Solicitors'  Remuneration  Act,  18S1,  at  a  sum  of  ;^i6  los. 
At  the  request  of  the  Board  of  Trade  the  bankruptcy 
Taxing  Master  reviewed  the  taxation,  and  under  rule  2  of 
Part  VII.  of  the  scale  of  solicitors'  costs  in  the  appendix 
to  the  Bankruptcy  Rules,  i886,  he  taxed  off  a  sum  of 
;^i5  OS.  id.,  reducing  the  bill  to  ;f  i  9s.  iid.,  on  the  ground 
that  the  solicitor  was  only  payable  out  of  the  proceeds  of 
sale,  which  in  this  case  amounted  only  to  £1  98.  iid. 

Mr.  Pedley  appealed  against  this  decision. 

The  above-mentioned  rule  provides  that  in  respect 
of  business  connected  with  sales,  purchases,  loans, 
mortgagee,  and  other  matters  of  conveyancing  the 
solidtoor's  remuneration  is  to  be  regulated  by  the  General 
Order  under  the  Solicitors'  Remuneration  Act,  1881,  for 
the  time  being  in  force,  "provided  that  in  cases  of  sales 
"of  mortgaged  properties  the  trustee's  solicitor,  if  his 
"remuneration  shall  be  under  Schedule  i  of  the  existing 
"order,  shall  only  be  entitled  to  percentage  upon  so  much 
"  of  the  proceeds  of  sale  as  shall  not  be  chargeable  by  the 
"mortgagees'  solicitor  with  the  percentage,  and  such  per- 
"oentage  shall  be  payable  only  out  of  the  proceeds  of  sale." 

JUDGMENT. 

Bigham,  J.,  said  that  it  was  not  the  duty  of  the  Taxing 
Master  in  bankruptcy,  when  taxing  a  solicitor's  bill  of 
costs  under  this  rule,  to  decide  out  of  what  fund  the  bill 
as  taxed  and  allowed  ought  to  be  paid.  His  duty  was  to 
tax  the  bill  in  accordance  with  the  General  Order  under 
the  Solicitors'  Remuneration  Act,  i88i.  In  giving  his 
allocation  he  should  state  that  the  amount  of  the  bill  as 
taxed  was  to  be  paid  in  accordance  with  rule  2  of  Part 
VII.  in  the  appendix  to  the  Bankruptcy  Rules,  1886,  and 
it  would  then  rest  with  the  parties  to  ascertain  the  fund  out 
of  which  the  bill  was  payable.  Under  these  circumstances 
it  was  not  necessary  for  him  to  decide  the  meaning  of  the 
words  "proceeds  of  sale  "  in  the  rule. 
(LJ.  372.) 


KING'S  BENCH  DIVISION. 

May  29. 

(Befoce  Bigham,  J.) 

Re  Biiggs  &  Co. :  exparU  The  Trustee. 

Bankruptcy — Partnership — Assignment  of  Book  Debts  of  the 
Partnership — Signature  of  One  Partner  Forged — Validity 
of  Assignment — Partnership  Act,  1890  (53  6*  54  Vict,  c. 
39),  *.  6. 

Motion  by  the  trustee  in  bankruptcy  to  set  aside  an 
assignment  of  book  debts  of  the  bankrupt  firm  of  Briggs  & 


Co.  The  firm  had  consisted  of  father  and  son,  the  father 
generally  was  travelling,  the  son  remained  at  the  office  and 
had  charge  of  the  financial  part  of  the  business.  By  the 
partnership  deed  the  son  had  power  to  sign  on  behalf  of  the 
firm,  but  he  had  no  authority  to  sign  cheques  on  the  firm's 
banking  account,  which  were  always  signed  by  the  father. 
In  August  1905,  in  the  absence  of  the  father,  the  son  was 
pressed  by  the  respondents  to  the  present  motion,  who 
were  large  creditors  of  the  firm,  and  he  agreed,  withoQt 
informing  his  father,  to  give  them  an  assignment  of  book 
debts  due  to  the  firm.  The  assignment  was  drafted  by  the 
lespondeAt's  solicitor  and  was  headed:  "An  indenture 
"made  between  R.  B.  Briggs  and  H.  R.  Briggs,  trading  as 
"cork  retailers,  under  the  style  or  firm  of  Briggs  &  Co." 
It  purported  to  be  signed  by  R.  B.  Briggs  and  H.  R.  Briggs 
separately,  but  it  was  admitted  that  the  signature  of  R.  B. 
Briggs,  the  father,  was  a  forgery.  The  son  never  told  hii 
father  of  the  assignment  and  absconded  soon  alter 
executing  it.  The  firm  became  bankrupt,  and  a  trustee  was 
appointed  who  now  sought  to  set  aside  this  assignment  as 
not  having  been  duly  executed. 

JUDGMENT. 

Bigham,  J.,  held  that  the  assignment  was  duly  executed. 
It  had  been  executed  for  the  purposes  of  the  partnership 
business  by  the  son,  «t  partner  having  authority  to  deal 
with  the  book  debts  for  the  purposes  of  the  partnership 
business.  He  had  authority  to  execute  it  so  as  to  bind  the 
firm.  The  assignment  was  binding  on  the  firm  by  Tirtae  of 
section  6  of  the  Partnership  Act,  1890,  having  been  executed 
in  a  manner  showing  an  intention  to  bind  the  firm  by  a 
person  thereto  authorised — ^viz.,  a  partner. 

Application  dismissed. 

(50  S.J.  514.) 


Company  Law. 

CHANCERY  DIVISION. 

May  30. 

(Before  Buckley,  J.) 

Re  Cowbrough  &  Co.   (Limited  and  Reduced). 

Reduction   of   Capital — Surrender   by    Vendor    of    Ordinary 
Shares. 

Petition  for  reduction  of  capital.  The  company  was 
formed  in  1896  with  a  capital  of  13.000  shares  of  £s  each, 
divided  into  7,000  preference  and  6,000  ordinary  shares. 
The  shareholders  had  passed  a  special  resolution  for  the 
surrender  of  1,393  ordinary  shares  originally  allotted  to  the 
vendor  on  the  formation  of  the  company,  which  had  tnmed 
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out  to  be  of  less  value  than  anticipated.  Counsel 
explained  that  the  reduction  would  not  involve  any  diminu- 
tion of  liability  to,  nor  payment  to,  creditors. 

JUDGMENT. 

The  order  was  granted  subject  to  the  words  '*  and  reduced  " 
being  used  as  part  of  the  title  for  three  months. 

(Reported  by  W.  H.  Terry,  Esq.,  Barrister-at-Law.) 


CHANCERY   DIVISION. 

May  30. 

(Before  Buckley,  J.) 

Re  Calgary  and   Edmonton  Land  Company 
(Limited  and  Reduced). 

deduction  of  Capital — Return  of  Excess  Capital. 

This  was  an  application  for  a  further  reduction  by  a 
repayment  of  capital  in  excess  of  the  company's  wants.  The 
capital  was  originally  241,510  shares  of  £1  each,  out  of  which 
2s.  6d.  in  the  £  had  subsequently  been  repaid.  The  present 
application  was  for  an  order  that  a  further  7s.  6d.  might  be 
returned  to  shareholders,  leaving  the  capital  at  half  the 
original  sum.  It  appeared  that  the  company  had  large 
tracts  of  land  in  North- West  Canada  at  one  time,  which  had 
been  to  a  certain  extent  realised,  leaving  large  fundd  in 
hand,  there  being  no  intention  to  embark  in  any  new  under- 
takings. 

JUDGMENT. 

Alter  proof  had  been  furnished  that  the  necessary 
special  resolution  had  been  duly  passed  and  the  Registrar's 
certificate  of  "no  debts"  had  been  put  in,  the  order  was 
granted,  subject  to  the  words  "and  reduced"  being  used 
for  one  month. 

(Reported  by  W.  H.  Terry,  Esq..  Barrister-at-Law.) 


CHANCERY  DIVISION. 

May  26  and  June  i. 

(Before  Swinfen-Eady,  J.) 

In  re  The  Lees  Brook  Spinning  Company. 

Company— Capital  in  Excess  of  Wants  of  Company— Reduction 
by  Return  of  Capital— Procedure— Form  of  MinuU— Com- 
panies Act,  1867  (30  S-  31   Vict,  c,  131),  sees.  9,  15  - 
Companies  Act,  1877  (40  6-  41  Vict.  e.  26),  sees.  3,  4. 
On  a  petition  by  this  company  for  sanction  of  a  reduction 
of  the  capital  from  /8o,ooo  in  16,000  shares  of  ^5  each 
{£2  los.  paid)  to  /32,ooo  in  16,000  shares  of  £2  each,  on 
which  it  was  proposed  that  £1  per  share  should  be  deemed 
to  be  paid  up,  involving  a  return  of  £1  los.  per  share  to  the 


shareholders,  a  question  arose  as  to  the  form  of  the  order  and 
minute,  in  view  of  the  decision  in  In  re  Calgary  and  Edmonton 
Land  Company  (75  LJ.  Rep.  Ch.  138;  L.R.  (1906)  i  Ch. 
141),  that  an  order  approving  a  minute  which  stated  the 
reduced  capital  could  not  be  made  till  the  capital  had 
actually  been  repaid. 

judgment. 

Swinfen-Eady,  J.,  in  a  considered  judgment,  said  the 
Acts  clearly  contemplated  that  the  order  of  the  Court  and 
the  registration  of  the  minute  should  precede  any  repay- 
ment of  capital,  for  the  resolution  for  reduction  did  not 
come  into  operation  till  those  formalities  had  been  gone 
through,  and  until  there  was  an  effective  resolution  the  com- 
pany was  not  entitled  to  repay  capital.  To  make  two 
orders— one  sanctioning  the  reduction  and  the  other  approv- 
ing the  minute  after  the  reduction  had  been  carried  out — 
was  not,  he  said,  a  procedure  contemplated  by  the  Com- 
panies Acts,  while  to  make  one  order  and  post-date  it  after 
carrying  the  reduction  into  effect  would  be  attended  with 
difficulty  in  cases  where  the  shareholders  were  not  all  at 
hand  to  receive  their  money.  Moreover,  the  company 
would  be  repaying  capital  on  a  reduction  the  approval  of 
which  might  be  reversed  on  appeal.  He  preferred  to  adhere 
to  the  practice  which  prevailed  before  the  decision  in  In  re 
Calgary  and  Edmonton  Land  Company,  and  which  was  fully 
stated  in  "  Palmer's  Company  Precedents,"  9th  edition, 
Part  L,  pp.  1,144,  1.145- 

(LJ.  38«.) 


Miscellaneous. 

KING'S  BENCH  DIVISION. 

May  28. 

(Before  Bucknill,  J.) 

J.  L.  HarrU  v,  C.  E.  Qillham  and  E.  Btrg^r. 

Director  as  Money-Lender, 
A  point  under  the  Moneylenders  Act  of  1900  was  raised 
in  an  action  brought  by  Bertram  J.  Linton.  Harris,  who  has 
offices  in  Lombard  Street,  against  Joseph  C.  E.  Gillham, 
F.C.A.,  and  Emil  Berger,  both  having  offices  in  Win- 
chester Street.  The  claim  was  against  Gillham  as  drawer 
and  against  Berger  as  acceptor  of  two  bills  of  exchange, 
dated  December  20  1905,  payable  two  months  after  date. 

Mr.  Douglas  Hogg  explained,  on  behalf  of  plaintiff,  that 
this  was  a  claim  for  the  sum  of  ;^42o  8s.  8d. — ^;f  20  agreed 
amount  for  extending  the  time  for  the  presentation  of  two> 
bills  and  ;£'4oo  balance  due  on  those  bills.  Judgment  had. 
been  signed  against  Berger  as  accepi^r  in  default  o£ 
payment.  Digitized  by  GOOglC 
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Mr.  Alfred  Ward,  who  described  himself  as  a  "chartered 
secretary  of  public  companies,"  was  called  to  prove  the 
signatures  and  the  giving  to  Mr.  -Gillham  of  notice  of 
dishonour. 

Cross-examdnied  by  Mr.  Low,  K.C.,  who  appeared 
for  defendant  Gillham,  witness  asserted  that  be  was 
not  in  the  emplo3rmeat  of  Mr.  Harris.  He,  how- 
ever, had  rooms  at  the  same  address  in  Lombard 
Street,  and  during  his  absence  attended  to  his  affairs 
for  hiim,  buit  without  remuneration.  He  had  been 
associated  with  Mr.  Harris  since  September  1904.  He  had 
known  him  to  lend  money. 

Mr.  Low  submitted  that  on  the  evidence  it  was  perfectly 
clear  that  plaintiff  was  a  moneylender.  The  Money- 
lenders Act  of  1900  provided,  among  other  things,  that  a 
moneylender  should  be  registered,  and  he  was  prepared  to 
prove  that  in  this  case  plaintiff  was  not  registered.  The 
consequence  was  that  he  could  not  recover  this  amount. 

Plaintiff,  Mr.  Harris,  said  he  was  a  "director  of  com- 
panies, and  also  a  chartered  secretary."  He  was  not  a 
moneylender.  With  regard  to  these  two  bills,  the  transac- 
tion came  about  in  this  way.  Mr.  Berger  said  that  Mr. 
Gillham  and  himself  were  in  difficulties,  as  they  had 
certain  calls  and  moneys  to  pay  to  a  syndicate  in  which 
they  were  interested,  and  for  that  purpose  he  required 
;f3oo.  Witness  told  Berger  that  he  would  arrange  an 
advance  of  ;f  250  if  Gillham  himself  would  draw  the  bill 
covering  the  whole  of  the  indebtedness.  Berger  said  be 
would  try  to  get  this  done,  and  offered  him  a  bonus  and 
some  shares  in  the  syndicate  as  a  security.  He  had  dis- 
counted bills  before,  but  only  for  business  acquaintances. 

Cross-examined  by  Mr.  Low,  witness  said  he  was  a 
member  of  the  Institute  of  Chartered  Secretaries,  but  was 
not  secretary  of  any  particular  company.  He  arranged 
mortgages,  obtained  capital  for  companies,  and  did  a 
general  city  finance  business.  He  did  not  deny  that  he 
had  lent  money,  but  he  did  deny  that  he  carried  on  the 
business  of  lending  money.  He  did  not  do  the  business 
of  an  advertising  money-lender. 

I  am  not  talking  of  advertising.  Is  it  your  business  to 
finance  people? — ^Ye®,  in  the  course  of  my  business. 

What  to  youT  mind  constitutes  the  difference  between  the 
business  of  financing  people  and  the  business  of  lending 
money? — I  call  it  lending  money  when  you  have  abso- 
lutely no  security  of  any  kind. 

Then  your  reason  for  saying  that  you  are  not  a  money- 
lender is  that  you  take  security  ? — ^And  for  specific  transac- 
tions, and  not  for  accommodation. 

JUDGMENT. 

His  Ix)Tdship  considered  that  Mr.  Harris  was  a  money- 
lender within  the  meaning  of  the  Act.     As  he  was  not 
registered  he  could  not  sue,  and  there  would  therefore  be 
judgment  for  defendant  Gillham,  with  costs. 
{Daily  Telegraph.) 


Partnerships. 

KING'S  BENCH  DIVISION. 

May  24. 

(Before  Ridley  and  Da&ung,  JJ.) 

Wheatley  v,  Smithers  and  Another. 

Partnership — Bill  0/ Exchange— Auctionur— Trading  Firm. 

This  was  an  afppeal  from  the  City  of  London 
County  Court.  The  action  was  upon  a  biU  of 
exchange  for  £$0  accepted  by  one  Alcock  in  tlie 
name  of  the  firm  (Smithers  &  Alcock)  of  which 
he  w«bs  a  partner.  The  County  Court  Judge  found 
(i)  that  the  partnership,  for  the  purpose  of  carrying  on  the 
business  of  auctioneers,  was  not  a  trading  one;  (2)  that 
the  matter  for  which  the  bill  was  accepted  was  outside  the 
partnership  business;  (3)  that  Alcock  had  no  express 
authority  from  Smithers  to  accept  the  bill ;  (4)  that  Alcock 
purposely  concealed  such  acceptance  from  Smithers.  In 
accordance  with  these  findings  the  Judge  entered  judgment 
for  the  defendant,  Smithers,  with  costs.  Counsel  for  the 
appellant  said  that  it  would  not  be  disputed  that  the  firm 
would  be  liable  on  the  bill  under  the  circumstances  if  the 
firm  had  been  a  trading  firm,  and  he  submitted  it  was  a 
trading  firm.  There  was  no  direct  authority  on  it,  but  for 
the  purposes  of  the  Bankruptcy  Act,  1869,  auctioneers  were 
included  amongst  the  class  of  trade.  The  first  schedule 
of  that  Act  provides:  '^Alum  makers,  apothecaries, 
'^auctioneers,  .  .  .  persons  using  the  trade  of  mer- 
''chandise  by  way  of  commission,  .  .  .  persons  who, 
^either  for  themselves  or  as  agents  for  others,  seek  their 
"*  living  by  buying  or  selling  .  .  ."  shall  come  within  the 
description  of  traders.  Under  the  Companies  Acts  only 
trading  firms  can  borrow  without  express  authority  bein^ 
given  by  the  memorandum  of  association  or  articles  of 
association.  It  has  been  held  in  General  Auction  Estates 
Co.  V,  Smith  (1891,  3  Ch.  432)  that  that  company,  which 
carried  on  the  business  of  engineers,  was  a  trading  comr 
pany.  Counsel  for' the  respondent  was  not  called  upon  to 
argue. 

JUDGMENT. 

The  Court  dismissed  the  appeal. 

Ridley,  J.,  in  giving  judgment,  said  he  was  not  prepared 
to  differ  from  the  finding  of  the  County  Court  Judge. 
Auctioneers  carried  on  a  business,  but  the  term  business 
was  wider  than  the  term  trade,  as  clearly  stated  by  Willes, 
J.,  in  Harris  v.  Amery  (L.R.  i  C.P.  154).  Because 
auctioneers  had  been  called  traders  for  a  special  purpose 
by  the  Bankruptcy  Act,  1869,  that  was  no  reason  why  they 
be  so  called  for  all  purposes. 

Darling,  J.,  concurred. 

(SO  S.J.  513.)  ^  ^ 
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Bankruptcies  and  Insolvencies. 

DIVISIONAL  COURT  IN  BANKRUPTCY. 

April  4. 

(Before  Bigham  and  Walton,  JJ.) 

Ri  Q.  A.  Lods:e. 

Promissory  NoUs^InUrest  Appropriations^Failureo/ Borrower, 

An  appeal  by  the  Official  Receiver  as  trustee  from  the 
decision  of  the  County  Court  Judge  at  Barnsley.  The  facts 
were  that  the  bankrupt  had  borrowed  ;^5o,  for  which  he 
had  given  a  promissory  note  for  £yoy  the  amount  to  be 
repayable  by  seven  equal  monthly  instalments  of  jf  10 
each.  Prior  to  the  bankruptcy  the  sum  of  ;f2o  had  been 
repaid,  which  the  creditor  had  appropriated  to  interest, 
and  sought  to  prove  against  the  estate  for  ;^5o.  The 
trustee  had  admitted  the  claim  at  £^6  3s.  2d.,  bemg 
five-sevenths  of  ;^5o,  with  interest  at  5  per  cent.,  the  statu- 
tory rate  allowed  under  section  23.  The  County  Court 
Judge  had  held  that  the  creditor  was  entitled  to 
appropriate  the  payments  made  wholly  to  interest,  hence 
the  appeal. 

JUDGMENT. 

The  Court  allowed  the  appeal,  holding  that  the  case 
came  within  the  principles  laid  down  in  Holland;  ex 
parte  Parker,  and  that  repayments  were  intended  to 
represent  both  principal  and  interest,  and  that  the  creditor 
could  not  go  behind  the  promissory  note  and  appropriate 
wholly  to  interest.    Leave  for  further  appeal  was  given. 

In  Holland's  case  a  moneylender  discounted  two 
promissory  notes  of  a  borrower  for  ;£4oo  and  £(ioo  respec- 
tively, at  an  agreed  discount  of  ;t4oo,  or,  in  other  words, 
for  ;^6oo  in  cash.  The  ;f4oo  note  was  paid  at  maturity, 
but  before  the  other  note  matured  the  borrower  became 
bankrupt  and  the  money-lender  claimed  to  prove  for  ;£6oo. 
The  trustee  in  the  bankruptcy  had  admitted  the  proof  for 
;^2oo  only — i.e,t  ;f6oo,  less  ;t4oo  already  paid,  with  interest 
at  5  per  cent. 

It  was  held  that  the  £1,000  must  be  treated  as  a  lumped 
sum  of  principal  and  interest,  and  the  creditor's  proof 
admitted  at  six-tenths  of  ;£boo — i,e.,  ;£'36o,  with  interest  at 
5  per  cent,  from  maturity  to  date  of  receiving  order. 


COURT  OF  APPEAL. 

May  18. 

(Before  Collins,  M.R.,  Romer  ai»d  Cozens-Hardy,  L.JJ.) 

Shearman,    K.C.,    in    support    argued    that    on    the 
non-payment  of  the  third  instalment  the  whole  amount 


became  due,  and  the  creditor  was  justified  in  appropriating 
parents  received  to  interest  and  proving  for  £^0, 

judgment.  * 

The  Master  of  the  Rolls,  without  calling  upon  counsel 
for  the  Board  of  Trade,  who  opposed  the  appeal,  said  that 
he  agreed  absolutely  with  the  judgment  given  in  the  Court 
below.  There  could  be  no  ex  post  facto  appropriation, 
seeing  that  by  the  terms  of  the  promissory  note  the  instal- 
ments which  had  been  paid  clearly  represented  both  prin- 
cipal and  interest,  and  the  appeal  must  therefore  be 
dismissed. 

Lords  Justices  Romer  and  Cozen s-Hardy  concurred,  the 
former  remarking  that  he  wished  that  all  cases  were  as 
easy  to  decide. 

(Reported  by  W.  H.  Terry,  Esq.,  Barrister-at-Law.) 


DIVISIONAL  COURT  IN  BANKRUPTCY. 

May  21. 

(Before  Biguau  and  Jelf,  JJ.) 

Re  F.  Waterman ;  ex  parte  The  Trustee  v.  John 

Cran  &  Co. 

Bankruptcy  of  Contractor — Position  of  Sub-contractor — Aimi^ 
ralty  Contracts. 

This  was  an  appeal  from  the  judgment  of  the  County 
Court  Judge  at  Stonehouse.  The  case  was  reported  at 
length  in  The  Accountant  of  the  31  st  March  last. 

judgment. 
Mr.  Justice  Bigham,  in  setting  aside  the  judgment  of  the 
Court  below,  said  the  facts  were  simple.  Waterman,  the 
bankrupt,  was  a  builder  of  hulls,  but  did  not  construct 
machinery.  The  Admiralty  were  anxious  to  get  some 
steam  launches,  and  Waterman  was  invited  to  tender.  The 
Admiralty  knew  that  he  did  not  make  machinery.  They 
pointed  out  that  they  preferred  the  machinery  of  certain 
firms  whose  names  were  given  in  a  list  issued  by  them, 
which  Waterman  was  at  liberty  to  use,  Cran's  name  being 
included  in  the  list.  The  Admiralty,  moreover,  supplied 
the  forms  on  which  the  tender  was  to  be  made.  There 
were  therefore  two  contracts — one  between  the  Admiralty 
and  Waterman  and  the  other  between  Waterman  and 
Cran  for  the  machinery.  The  payments  were  in  respect 
of  the  whole,  which  sums  Waterman  was  to  receive.  No 
doubt  Cran  expected,  and  I  have  no  doubt  Waterman 
intended,  that  on  the  receipt  of  money  an  equivalent  pro- 
portion should  go  to  Cran  for  his  share  of  the  work,  but 
an  instalment  having  fallen  due  directly  after  the  failure  of 
Waterman,  it  is  contended,  because  the  payment  was  made 
on  tbe   machinery   having  ^re|iph^j^yaQ|5i^g|^  of 
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completion,  thai  the  money  should  go  to  Cran  &  Co.,  it  being 
also  contended  that  the  trustee  in  bankruptcy  is  really  a 
trustee  for  Cran.  This  is  not  so.  The  money  had  been 
received  from  a  third  party  in  discharge  of  contractual 
obligations  to  the  debtor,  and  Cran's  remedy  is  merely  one 
against  the  insolvent  estate  by  proof  of  debt.  There  was  a 
contract  and  a  sub-contract',  and  there  was  no  privity 
between  the  Admiralty  and  Cran  &  Co.,  and  the  latter  firm 
had  no  equitable  right  to  the  money  in  the  hands  of  the 
trustee. 

Mr.  Justice  Jelf  agreed. 
Leave  for  further  appeal  given. 
(Reported  by  W.  H.  Terry,  Esq..  Barrister-at-T.aw.) 


DIVISIONAL  COURT  IN  BANKRUPTCY. 

May  21. 

(Before  Bigham  and  Jelf,  JJ.) 

Re  A  Debtor  (No.  6  of  1906) ;    ex  parte  The  Petitionins: 

Creditors  v.  The  Debtor. 

Deeds  of  Composition  and  Assignment— What  is  Acquiescence  ? 

An  appeal  from  the  refusal  of  the  Registrar  at  Chelms- 
ford to  make  a  receiving  order.  In  opening  the  case 
counsel  said  that  no  reason  had  been  given  for  dismissing 
the  petition,  but  probably  the  grounds  which  had  induced 
the  Registrar  to  refuse  the  order  were  that  he  considered 
that  the  creditor  delayed  taking  steps  in  bankruptcy  and 
had  estopped  himself  by  acceptance.  The  act  of  bank- 
ruptcy was  a  circular  letter  giving  notice  of  a  meeting  of 
creditors.  The  petitioning  creditor  neither  attended  nor 
was  represented  at  the  meeting,  nor  was  there  any  evidence 
of  his  assent  or  acquiescence  to  the  deed  which  was  sub- 
sequently executed  on  the  i8th  January.  The  creditor,  it 
appeared,  did  not  get  the  first  circular,  and  it  was  not  until 
the  26th  January,  when  he  received  a  second  circular,  that 
he  became  aware  of  the  meeting.  The  petition  was  pre- 
sented on  the  8th  February.  The  creditors  had  accepted 
a  composition  of  los.  in  the  £y  payable  by  four  instal- 
ments, the  debtor  undertaking  to  find  a  guarantor  for  the 
payment  of  the  last  two  instalments.  The  petitioner  was 
willing  to  accede  to  this  arrangement,  and  he  waited  to 
see  whether  it  would  be  carried  out.  Eventually  the  offer 
of  composition  was  withdrawn,  and  a  mere  assignment  of 
the  estate  executed  in  favour  of  a  trustee.  The  creditor 
thereupon  presented  a  petition.  The  debtor  claimed  that 
there  had  been  delay  in  presenting  the  petition,  which  he 
endeavoured  to  interpret  into  acquiescence,  and  counsel  on 
his  behalf  quoted  the  cases  of  Ex  parte  Stray  (2  Ch.  App.), 
where  the  Court  construed  acquiescence  from  presence  and 
conduct  at  the  meeting  of  creditors ;  and  Re  Brindley,  a 


recent  case  decided  in  the  Court  of  Appeal,  where  the 
creditor  was  restrained  from  upsetting  the  deed  by 
previous  negotiations  with  the  trustee  for  preferential 
treatment. 

JUDGMENT. 

Mr.  Justice  Bigham  said  he  certainly  thought  the  appeal 
should  be  allowed.  He  could  not  understand  why  the 
creditor  should  be  deprived  of  the  benefit  of  the  three 
months  which  the  Act  gave  him.  He  could  understand  the 
decisions  in  the  cases  quoted,  but  they  were  far  from  being 
analogous  to  the  present  one.  It  was  clear  that  where  a 
creditor  had  shown  his  hand  in  an  unmistakable  way  the 
Court  would  possibly  regard  the  application  differently, 
but  here  there  had  been  neither  acquiescence  nor  unreason- 
able delay  in  presenting  a  petition.  The  creditor  had 
simply  done  nothing,  and  he  could  not  follow  the  argu- 
ment that  he  had  therefore  done  something. 

Mr.  Justice  Jelf  entirely  agreed. 

Leave  to  appeal  given. 

(The  cases  quoted  above  show  that  it  is  not  absolutely 
necessary  for  creditors  to  sign  the  form  of  assent  to  make 
them  bound  by  the  deed,  as  many  trustees  think  to  be  iht 
case.  A  course  of  conduct  is  sufficient,  as  a  man  cannot 
approbate  and  reprobate  at  the  same  time.  Vide  Lord 
Justice  Stirling  in  Re  Brindhy.) 

(Reported  by  W.  H.  Terry,  Esq..  Barrister-at-Law.) 


Company  Law. 

CHANCERY  DIVISION. 

May  15  and  22. 

(Before  Buckley,  J.) 

In  re  Crigglestone  Coal  Company,  Lim. 

Company — Winding-up — Petition  of  Unsecured  Creditor — No 
Surplus  Assets — Companies  Act,  1862  (25  S*  26  Vict, 
c.  89),  s.  79. 

Petition    by     unsecured     creditor     for     a    compulsory 
winding-up  order. 

The  above-named  company  was  incorporated  to  work 
certain  collieries  under  leases  which  entitled  the  lessors 
to  re-enter  on  a  winding-up.  Debentures,  each  constituting 
a  floating  charge  on  all  the  present  and  future  property  of 
the  company,  had  been  issued  to  a  large  amount,  and  some 
of  them  were  held  by  directors  of  the  company.  On 
January  1906  a  debenture-holders'  action  was  commenced, 
and  a  receiver  and  manager  had  been  appointed  in  that 
action.  An  unsecured  creditor  ttu^n^^s^Ji^^ petition 
Digitized  by  ^ 
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in  respect  of  goods  supplied  to  the  company  in  December 
1905  for  the  compulsory  winding-up  of  the  company.  The 
debt  was  admitted,  but  the  petition  was  opposed  by  the 
debenture-holders  and  the  company,  on  the  ground  that,  as 
the  amounts  secured  by  the  debentures  exceeded  the  value 
of  the  company's  assets,  there  were  no  assets  available  for 
the  payment  of  the  unsecured  creditors,  and  that  a 
winding-up  order  would  cause  a  forfeiture  of  the  leases, 
and  would  not  benefit  the  unsecured  creditors  in  any  way. 

JUDGMENT. 

Buckley,  J.,  in  a  considered  judgment,  said  that  as 
between  a  company  and  its  creditor  who  could  not  get  paid 
the  creditor  was  entitled  to  a  winding-up  order — Bowes  v. 
Hope  Mutual  Life  Insurance  Company  (1865.  35  L.J.  Rep. 
Ch.  574,  II  H.L.  Cas.  389),  and  In  re  Western  of  Canada 
Oil  Lands  and  Works  Company  (1873.  43  L.J.  Rep.  Ch.  184  ; 
L.R.  17  Eq.  I.)  His  Lordship  then  considered  the  cases 
of  In  re  Chapel  House  Colliery  Company  (1883,  52  L.J.  Rep. 
Ch.  934;  L.R.  24  Ch.D.  259)  and  In  re  Krasnapolsky 
Restaurant  and  Winter  Garden  Company  (61  L.J.  Rep.  Ch. 
593 ;  L.R.  (1892)  3  Ch.  174),  and  other  cases,  and  said  that 
in  his  view  the  absence  of  assets  was  no  defence  to  a 
winding-up  petition.  Orders  had  often  been  recused  on  that 
ground,  but  merely  because  the  Court  does  not  make  orders 
where  no  good  can  result.  If  an  order  would  be  useful, 
whether  fruitful  or  not,  there  was  jurisdiction  to  make  it. 
In  the  present  case  a  winding-up  order  would  result  in  the 
Official  Receiver  controlling  the  defence  in  the  debenture- 
holders'  action,  which  would  be  a  real  advantage  to  the 
unsecured  creditors,  and  one  to  which  they  were  entitled. 
His  Lordship  therefore  made  a  compulsory  order,  and 
refused  a  stay  of  proceedings  pending  an  appeal. 

The  debenture-holders  and  the  company  appealed. 
(L.J.  370.) 


COURT  OF  APPEAL. 

May  31. 

(Before  Collins,  M.R.,  Romer  and  Cozens-Hakdy,  L.JJ.) 

Appeal  from  the  decision  of  Buckley,  J.  (reported  above). 

JUDGMENT. 

The  Court  affirmed  the  judgment  of  Buckley,  J. 

Collins,  M.R.,  said  that  the  onus  of  proving  that  in  no 
possible  case  could  the  petitioner  gain  any  advantage  from 
a  winding-up  order  rested  on  the  appellants.  They  were 
met  to  start  with  by  the  proposition  that  a  creditor  whose 
debt  is  undisputed  and  who  cannot  obtain  payment  is 
entitled  ex  debito  justitia  to  a  winding-up  order.    Certain 


exceptions  had  been  engrafted  on  that  rule,  but,  as  Mr. 
Justice  Buckley  had  pointed  out,  they  were  exceptions  of  a 
special  character,  and  were  at  once  displaced  if  the  fact 
was  established  that  the  unsecured  creditor  might  derive 
some  benefit  from  the  winding-up.  If  there  was  a  reason- 
able probability,  or  even  possibility,  of  the  unsecured 
creditor  getting  some  advantage,  a  winding-up  order  ought 
to  be  made  so  that  he  might  be  one  of  the  parties  to  the 
debenture-holders'  action,  and  not  leave  the  proceedings 
in  the  hands  of  parties  whose  interest  was  inimical. 

Homer,  L.J.,  who  concurred,  said  that  looking  at  the 
evidence  he  was  not  satisfied  that  if  the  proceedings  in 
this  matter  were  attended  by  some  one  in  the  interests  of 
the  unsecured  creditors,  there  might  not  be  some  surplus  to 
come  to  them.  The  unsecured  creditors  were  interested  in 
the  accounts  to  be  taken  of  what  was  due  on  the  deben- 
tures, and  also  in  the  possibility  of  attacking  some  of  the 
debentures,  although,  in  his  Lordship's  opinion,  in  the 
evidence  before  the  Court  there  was  nothing  to  show  any 
ground  for  such  an  attack. 

Cozens-Hardy,  L.J.,  who  also  agreed,  said  that,  speaking 
for  himself,  he  attached  great  importance  to  winding  up  a 
company  which  had  issued  debentures  of  this  kind,  and 
was  in  a  parlous  condition. 

Appeal  dismissed.    ' 

(L.J.  402.) 


CHANCERY  DIVISION. 
May  29,  30,  and  31. 
(Before  Joyce,  J.) 

Re  Ehrmann  Brothers,  Lim. ;  Albert  v.  Ehrmann 
Brothers,  Lim. 

Company  —  Debentures  —  Registration  —  Extending  Time— 
Winding-up— Protection  of  Creditors— Companies  Act, 
1900  (63  6*  64  Vict.  c.  48),  sees,  14,  15. 

This  was  the  hearing  on  further  consideration  of  a 
debenture-holders'  action.  In  1900  the  company  created  a 
serifes  of  debentures  intended  to  rank  pari  passu.  Some  of 
this  series  was  issued  before  the  Companies  Act,  1900, 
came  into  operation,  and  some  after.  Those  issued  after 
the  Act  were  not  registered  in  accordance  with  section  14 
of  the  Act,  which  requires  that  all  such  debentures  shall 
be  registered  within  twenty-one  days  of  their  creation.  In 
1903  the  company  made  an  application  under  section  15 
that  the  time  for  rc^stration  of  these  debentures  might  be 
extended,  and  by  an  order  of  the  24th  of  July  1903  the  time 
for  registration  of  these  debentures  was  extended  until  the 
14th  of  August  1903.  This  order  contained  the  usual 
proviso  that  "this  order  is^to  be  without  prejudice  to  the 
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**  rights  of  parties  acquired  prior  to  the  time  when  such 
"debentures  shall  be  actually  registered."  These  deben- 
tures were  accordingly  registered  before  the  14th  of  August 
1903.  On  the  18th  ol  February  1904  an  order  in  the  action 
was  made  directing  inquiries  as  to  the  dates  when  these 
deben-turcs  were  actually  registered,  and  as  to  which  of  the 
tmsecured  creditors  of  the  company  at  such  dates  of  regis- 
tration still  remained  unsatisfied.  It  was  also  ordered  that 
< 

Gonzalez,  Byass  &  Co.,  Lim.,  unsecured  creditors,  should 
have  liberty  to  attend  oil  these  inquiries.  The  case  now 
came  on  for  further  consideration.  For  the  plaintiffs  it 
was  contended  that  the  proviso  to  the  order  of  the  24th  of 
July  1903  only  gave  rights  in  the  nature  of  specific  charges, 
and  not  to  unsecured  creditors,  who  were  not  given 
FMriority  to  these  debenture-holders:  Re  Joplin  Brewery 
Co.y  Lim.,  Re  T.  C,  Johnson  <5h  Co.,  Lim.y  Re  Spiral  Globe, 
Lim.y  and  Re  S,  Abrahams  6r*  Sons.  For  the  unsecured 
creditors  it  was  urged  that  the  proviso  clearly  disentitled 
these  debenture-holders  to  take  priority  over  the  unsecured 
creditors :  Re  N.  De fries  dr*  Co.,  Lim. ;  Bowen  v.  N.  De fries 
dr*  Co.,  Lim.,  and  Re  Anglo-Oriental  Carpet  Manufacturing 
Co.  Therefore  the  amount  which  these  debenture-holders 
would  have  received  if  their  debentures  had  been  properly 
registered  should  be  divided  rateably  between  them  and 
the  unsecured  creditors  whose  debts  existed  prior  to  the 
dates  of  registration. 

JUDGMENT. 

Joyce,  J.,  in  givmg  a  considered  judgment,  said  that  this 
was  a  question  of  the  meaning  of  the  proviso  in  the  order 
extending  the  time  for  registration.  It  was  clear  from  Re 
Anglo-Oriental  Manufacturing  Co.  that  such  a  proviso 
debarred  the  debenture-holder  from  taking  priority  over 
persons  who  were  unsecured  creditors  before  the  registra- 
tion, and  it  was  impossible  to  differ  from  the  judgment  of 
Buckley,  J.,  in  that  case.  The  fact  that  a  winding-up  had 
occurred  before  registration  in  that  case  made  no  differ- 
ence. The  creditors  whose  debts  had  been  incurred  before 
the  date  of  registration  take  pari  passu  with  the  debenture- 
holders  registering  under  the  order  the  share  of  the  assets 
which  such  debenture-holders  would  have  taken  if  their 
debentures  had  been  duly  registered  in  accordance  with 
section  14  of  the  Companies  Act,  1900,  the  costs  to  come 
out  of  the  fund  so  divisible  between  these  creditorsjand 
debenture-holders.  _  ••    _    _      J    \  * 
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CHANCERY  DIVISION. 

May  31. 

(Before  Warringtom,  J.) 

Shepheard  v.  Bray. 

Company— Fraudulent  Prosputus — Action  by  Shareholder — 
Liability  for  Contribution — Death  of  Director^Actio 
Personalis— Directors'  Liability  Act,  1890  (53  6*  54  Vut. 
c.  64),  5.  3. 
This  was  an  action  brought  by  certain  directors  of  the 
London  and  Northern  Bank,  Lim.,  against  their  co- 
directors  for  a  declaration  that  the  defendants  were  liable 
to  contribute  to  any  sums  which  the  plaintiffs,  or  some  of 
them,  had  paid  or  were  liable  to  pay,  arising  out  of  the 
action  of  Broome  v.  Speak  (51  W.R.  258;  1903,  i  Ch.  586), 
and  numerous  other  actions  brought  against  the  present 
plaintiffs  or  some  of  them,  under  the  ^ovisions  of  the 
Directors'  Liability  Act,  1890.  The  directors  had  issued  st 
prospectus  containing  an  untrue  statement,  and  in  Decem- 
ber 1901  the  action  of  Broome  v.  Speak  was  commenced  by 
a  shareholder  for  compensation  for  loss  sustained.  The 
decision  of  Buckley,  J.,  that  the  shareholder  was  entitled 
to  succeed,  was  affirmed  on  app>eal  both  by  the  Court  ot 
Appeal  and  by  the  House  of  Lords :  Shepheard  v.  Broome 
(53  W.R.  Ill ;  1904,  A.C.  342).  The  present  action  was  to 
recover  contribution  from  the  defendants.  The  defendant 
Bray  had  died  since  action  brought,  and  it  had  been 
ordered  that  it  should  be  continued  against  his  executors  ; 
the  defendants  Simpson,  Butler,  and  Wade  were  sued  as 
the  executors  of  Gaunt,  and  Oswald  as  the  executrix  of 
W.  W.  Oswald.  The  oase  was  heard  on  the  14th,  15th,  and 
16th  of  May,  and  judgment  was  reserved. 

JUDGMENT. 

Warrington,  J.,  said  that  the  plaintiffs*  claim  was  based 
on  section  5  of  the  Directors*  Liability  Act,  1890.  There 
was  a  serious  question  of  law  raised  by  the  executors  of 
Bray  and  Gaunt  respectively,  as  to  whether  the  cause  of 
action  against  Bray  and  Gaunt  ceased  with  their  deaths. 
The  section  provides  that  a  person  who  has  become  liable 
shall  be  entitled  to  recover  contribution  "as  in  cases  of 
contract.*'  The  right  arises,  not  from  any  notion  of 
implied  contract,  but  as  an  equitable  right  springing  from 
the  relations  of  the  parties  as  persons  liable  for  the  same 
debt,  llie  right,  though  existing  from  the  commencement 
of  those  relations,  cannot  be  asserted  by  action  until  one  of 
the  parties  has  met  the  common  obligation:  see 
Wolmcrshausen  v.  Gullick  (1893,  2  Ch.  514)  and  the  cases 
there  cited  ;  see  also  Gerson  v.  Simpson  (51  W.R.  610;  1903, 
2  K.B.  197).  The  right  of  contribution  existed  from  the 
commencement  of  the  relations  giving  rise  to  the  common 
obligation — ^namely,  at  the  time  when  the  shareholder 
incurred  loss  by  reason  of  the  untrue  statement  in  the  pro- 
spectus. The  plaintiffs  were  therefore  entitled  to  recover 
contribution  from  the  estates  of  Bray,  Gaunt,  and  Oswald, 
and  from  the  other  defendants. 
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